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Docket  No.  548  Et  Al.1 

I 

MISSISSIPPI  VALLEY  CASE 

.1 


Decided  December  18,  191+7 


.  •  I 

Certificate  of  public  convenience  and  necessity  of  Mid-Continent  Airlines, 
Inc.,  for  route  No.  26  amended  to  authorize  extension  from  Kansas  City, 
Mo.,  to  St.  Louis,  Mo.,  via  Jefferson  City,  Mo.  i 

Certificate  of  public  convenience  and  necessity  of  Eastern  Air  Lines,  Inc., 
for  route  No.  5  amended  to  include  the  intermediate  point  Lafayette-New 
Iberia,  La. 

Certificate  of  public  convenience  and  necessity  of  Delta  Air  Lines,  Inc.,  , 
for  route  No.  24  amended  to  include  the  intermediate  point  Longview- 
Kilgore,  Tex. 

Certificate  of  public  convenience  and  necessity  of  Chicago  and  Southern 
Air  Lines,  Inc.,  for  route  No.  8  amended  to  include  the  intermediate  , 
points  Hot  Springs  and  El  Dorado,  Ark. 

Certificate  of  public  convenience  and  necessity  of  Transcontinental  &  i 
Western  Air,  Inc.,  for  route  No.  2  amended  to  include  the  intermediate 
point  Quincy,  Hl.-Hannibal,  Mo.  -  , 

Temporary  certificate  of  public  convenience  and  necessity  of  Trans-Texas 
Airways  for  route  No.  82  amended  to  authorize  an  additional  segment 
from  the  intermediate  point  Lufkin,  Tex.,  to  the  terminal  point  Houston, 
Tex.,  via  the  intermediate  pcJISuT  Beaumont  and  Galveston,  Tex. 

Parks  Air  Transport,  Inc.,  selected  to  engage  in  air  transportation  of 
persons,  property,  and  mail  for  a  period  of  3  years:  (a)  between  the 
coterminal  points  St.  Louis,.  Mo.,  and  East  St.  Louis,  Ill.,  the  inter¬ 
mediate  points  Hannibal,  Mo.-Quincy,  Ill.,  Keokuk-Fort  Madison,  Burling¬ 
ton,  and  Muscatine.  Iowa,  and  the  terminal  point  Davenport,  Iowa-Moline, 

HL;  (b)  between  tne  coterminal  points  St.  Louis  and  East  St.  Louis,  the 
intermediate  points  Cape  GiTardeau,  Mo.,  and  Cairo,  HI.,  and  (1)  beyond 
Cairo,  the  intermediate  poihts  Paducah,  Ky.,  Dyersburg  and  Jackson, 
Tenn.,  and  the  terminal  point  Memphis,  Tenn.,  and  (2)  beyond  Cairo, 
the  intermediate  points  Poplar  Bluff,  Mo.,  and  Jonesboro,  Ark.,  and  the 


1  This  proceeding  Includes  Dockets  Nos.  548,  922,  998,  1039,  1069,  1082,  1103,  1137,  1163, 
1181.  1183,  1253,  1285,  1363,  1384,  1424.  1520,  1522,  1528,  1529,  1533,  1586.  1578.  1662. 

1693.  1694,  1785.  1791,  1799,  1800.  1806.  1809,  1825,  1860,  1861.  1888.  1891,  1950.  1952. 

2001,  2006.  2070.  2099,  and  2106.  Also  considered  herein  are  portions  of  Dockets  Nos.  540. 
1472.  1773.  1774.  and  1779,  deferred  by  the  Board  In  the  Southeastern  States  Case,  7 

C-AJB.  863  (1947).  Docket  No.  1531.  deferred  In  the  Texas-OkUthoma  Case,  7  C.A-B. 

481  (1946),  and  Docket  No.  1949,  deferred  In  the  Great  Lakes  Area  Case,  8  CJLB.  360 
(1947). 
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terminal  point  Memphis;  (c)  between  the  coterminal  points  St.  Louis 
and  East  St.  Louis,  the  intermediate  points  Jefferson  City,  Springfield, 
and  Joplin,  Mo.;  Miami,  Okla.,  and  the  terminal  point  Tulsa,  Okla.;  and 
(d)  between  the  terminal  point  Kansas  City,  Mo.,  the  intermediate  points 
Topeka,  Emporia,  Chanute,  and  Coffeyville,  Kans.,  Bartlesville,  Okla., 
ana  the  terminal  point  Tulsa;  '*•-*■ 

Southern  Airways,  Inc.,  selected  to  engage  in  air  transportation  of  persons, 
property,  and  mail  for  a  period  of  3  years:  (a)  between  the  terminal 
point  Memphis,  Tenn.,  the  intermediate  points  Clarksdale,  Greenville,  and 
Vicksburg,  Miss.,  and  the  terminal  point  Jackson,  Miss.;  (b)  between 
the  intermediate  point  Columbus,  Miss.,  the  intermediate  point  Meridian, 
Miss.,  and  the  terminal  point  Jackson;  and  (c)  an  extension  from  Jackson 
to  New  Orleans,  La.,  via  the  intermediate  points  Natchcs,  Miss.,  and  Baton 
Rouge,  La.,  and  an  extension  from  Meridian  to  Hattiesburg,  Miss.,  via 
Laurel,  Miss.,  and  beyond  Hattiesburg,  the  intermediate  points  Mobile, 
Ala.,  and  Gulfport-Biloxi,  Miss.,  and  the  terminal  point  New  Orleans,  and 
beyond  Hattiesburg,  the  intermediate  point  Bogalusa,  La.,  and  the  ter¬ 
minal  point  New  Orleans,  subject  to  the  right  of  any  party  in  the  Mts^ts- 
•  sippi  Valley  Case  or  the  Southeastern  States  Case  to  file  a  petition  for 
.  rehearing  on  the  choice  of  carrier  to  provide  the  service  south  of  Jackson 
and  Meridian. 

Application  of  Mid-Continent  Airlines,  Inc.,  in  Docket  No.  1888  dismissed; 
Application  of  Braniff  Airways,  Inc.,  in  Docket  No.  1791  dismissed; 
Applications  of  Chicago  and  Southern  Air  Lines,  Inc.,  Docket  No.  1949, 
South  Central  Air  Transport,  Inc.,  Docket  No.  1531,  and  Southern  Bus 
Lines,  Inc.,  Docket  No.  1779,  which  were  deferred  for  consideration  With 
this  case,  denied; 

Applications  in  the  Southeastern  States  Case,  7  C.A.B.  863,  proposing  local 
service  to  cities  in  Mississippi,  Louisiana,  Alabama,  and  Georgia,  insofar 
as  they  were  deferred  for  consideration  with  this  case,  except  to  the  extent 
to  which  certain  route  segments  are  awarded  to  Southern  Airways,  Inc., 
denied; 

Application  of  Delta  Air  Lines,  Inc.,  in  Docket  No.  1860,  to  serve  Monroe, 
La.,  as  an  alternate  intermediate  point  between  Shreveport,  La.,  and  New 
Orleans,  La.,  deferred; 

Temporary  authority  of  Chicago  and  Southern  Air  Lines,  Inc.,  to  serve 
El  Dorado,  Ark.,  as  an  intermediate  point,  terminated; 

Remaining  applications  except  to  the  extent  that  they  are  granted,  dis¬ 
missed,  or  deferred  are  denied. 

Appearances: 

Austin  M.  Zimmerman  for  All  American  Aviation,  Inc. 

Ernest  W.  Jennes,  Hamilton  O.  Hale,  and  Robert  L.  Griffith  for  American 
Airlines,  Inc. 

Robert  D.  Greenley  and  S.  D.  Weil  for  Arkansas  Air  Mail  Service. 

L.  Y.  Barnette  for  Ark-La-Tex  Aviation  Corp. 

James  V.  Allred  and  Vincent  L.  Gingerich  for  Trans-Texas  Airways. 

.  Roger  J.  White  ford,'  Gerald  P.  O' Grady,  and  Hubert  A .  Schneider  for 
Braniff  Airways,  Inc. 

•.  Russell  B.  James  for  Burlington  Transportation  Co. 

James  W.  Batchelor  and  Bohannon  and  Adams  for  Central  Airlines,  Inc, 
H.  R.  Bolander,  Jr.,  Richard  S.  Maurer,  J.  M.  Vemer,  and  R.  K.  Easley 
for  Chicago  and  Southern  Air  Lines,  Inc. 

Edwin  Cassem  for  Clear  Ridge  Aviation,  Inc. 

Leslie  Craven  for  Continental  Air  Lines,  Inc. 

Ernest  V.  Moore  and  D.  Franklin  Kell  for  Delta  Air  Lines,  Inc. 

Arthur  C.  Watson  and  Homer  S.  Carpenter  for  Dixie  Air  Transport 
Company,  Inc. 

George  W.  Holmes  for  Eagle  Air  Lines,  Inc. 

E.  Smythe  i Gambrell,  Harold  L.  Russell,  C.  A.  Moye,  Jr.,  and  W.  Glen 
Harlan  for  Eastern  Air  Lines,  Inc. 

8  C.A.B. — 726 


728 


CIVIL  AERONAUTICS  BOARD  REPORTS 


Robert  J.  Smith,  J.  Mort  Walker,  Jr .,  Jones,  Flanders  and  Waeehter,  and 
John  A.  Earhard  for  Pioneer  Air  Lines,  Inc. 

Dupuy  G.  Warriok  for  Kansas  City  Airways,  Inc. 

G.  R.  GaiUard  and  Walker  Broach,  Jr.,  for  Key,  Gaillard,  Etheridge  & 
Broach. 

W.  Haley  Reed  for  The  Kratz  Corporation. 

C.  W.  Emery  for  Magnolia  Airways  &  Aviation  Co. 

John  W.  Cross  and  Dean  S.  Zvrvn  for  Mid-Continent  Airlines,  Inc. 

’William  1.  Denning  and  Richard  A.  Fitzgerald  for  National  Airlines,  Inc. 
Barak  T.  Mattingly  and  James  W.  Batchelor  for  Ozark  Air  Lines,  Inc. 
Leonard  H.  Savage  for  Parks  Air  Transport,  Inc. 

Roy  C.  Lytle  for  Skylines,  Inc. 

Clyde  T.  Ellis  and  Price  Dickson  for  South  Central  Air  Transport,  Inc. 
Cedi  A.  Beasley,  Jr.,  for  Southern  Airways,  Inc. 

A.  L.  Wheeler  and  William  A.  Roberts  for  Southern  Bus  Lines,  Inc. 
George  C.  Neal,  Paul  R.  Davis,  Frank  S.  Kelly,  Jr.,  and  George  C.  Dorr, 
Jr .,  for  Southern  Commercial  Air  Transport,  Inc. 

George  H.  McElroy  for  Spartan  Airlines,  Inc. 

James  K.  Crimmins  and  Wm.  A.  Reilly  for  Transcontinental  &  Western 
Air,  Inc. 

Tv.  Haley  Reed  for  Roy  0.  Mahon. 

John  T.  Lorch  for  United  Air  Lines,  Inc. 

Berdon  M.  Bell  and  Robert  G.  Wemple,  Jr.,  for  West  Central  Airlines,  Inc. 
Sadie  Arbuthnot  for  Department  of  Justice. 

Russell  S.  Bernhard  and  Julian  T.  Cromelin,  Public  Counsel. 

Shelby  K.  Long  for  Jefferson  County,  Tex. 

William  Holden  for  Chamber  of  Commerce  and  city  of  Fort  Worth,  Tex. 
Jerome  M.  Joffee  and  Wm.  E.  Kemp  for  Kansas  City,  Mo. 

L.  E.  Emmens,  Jr.,  and  Henry  W.  Pollock  for  city  of  Quincy,  Ill. 

V.  V.  Noble  for  city  of  St.  Joseph,  Mo. 

J.  W.  Standard  and  Clinton  W.  Long-will  for  city  of  Baton  Rouge,  La. 
and  East  Baton  Rouge  Parish  Police  Jury. 

James  W.  Wraps  for  city  of  El  Dorado,  Ark. 

J.  Sullivan  for  city  of  Emporia,  Kans. 

Robert  A.  Nesbitt,  Brian  F.  Williams,  and  Thomas  W.  Lain  for  city  of 
Galveston,  Tex. 

Paul  Evring  Allen  for  Jefferson  City,  Mo. 

J.  C.  Murray  and  Tom  J.  Gentry  for  city  of  Little  Rock,  Ark. 

G.  H.  Brandon  for  city  of  Natchez,  Miss. 

Raymond  H.  Saal  and  Edward  D.  Rapier  for  Orleans  Airport  Commission 
and  city  of  New  Orleans,  La. 

Forrest  G.  Ferris,  Jr.,  and  James  V.  Frank  for  city  of  St.  Louis,  Mo. 
Charles  M.  VanDyne  and  Don  S.  Lamm  for  the  city  of  Sedalia,  Mo. 

Harold  J.  Bryant  for  city  of  Shreveport,  La. 

A.  C.  Hodge  for  Post  Office  Department. 

William  W.  Thomas,  Jr.,  for  the  Chamber  of  Commerce  and  city  of 
Alexandria,  La. 

John  B.  Shepperd  for  Gregg  County,  Tex.  and  city  of  Longview,  Tex. 
Dudley  W.  Conner  for  city  of  Hattiesburg,  Miss. 

Frank  B.  Williams  and  C.  Withers  for  the  city  and  Chamber  of  Commerce, 
Jackson,  Miss. 

E.  V.  Fryhoff  for  the  State  Division  of  Resources  and  Development  for  the 
State  of  Missouri. 

Carrol  i Garten  for  the  city  of  Laurel,  Miss. 

Tom  J.  Gentry  for  the  city  of  Greenville,  Miss. 

Guyton  H.  Watkins  for  the  New  Iberia,  La.,  Chamber  of  Commerce. 

Hon.  Henry  D.  Larcade,  Jr.,  for  the  State  of  Louisiana,  7th  Congressional 
District  of  Louisiana  and  the  Opelousas,  La.,  Chamber  of  Commerce. 

Ben  S.  Morris  for  the  city  of  San  Antonio,  Tex. 

C.  C.  Wood  for  the  Department  of  Public  Works,  State  of  Louisiana. 
Hart  Bowman  for  the  city  of  Dallas,  Tex. 

Dale  Miller  for  the  Dallas,  Tex.,  Chamber  of  Commerce. 
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W.  A.  Roberts  and  A.  L.  Wheeler  for  Texas  &  New  Mexico  Air  Lines. 

C.  D.  Holland  and  Owen  R.  Smith  for  the  city  and  Chamber  of  Commerce 
of  Monroe  and  the  city  of  West  Monroe,  La. 

Phil  Hambwrgwr  for  the  city  of  Houston,  Tex. 

Milton  M.  Kinsey  for  the  Chamber  of  Commerce  of  St.  Louis,  Mo. 

Hon.  John  Carroll  for  the  city  of  Denver,  Colo. 

Opinion 

By  the  Board: 

This  proceeding 2  involves  applications  for  certificates  of  public 
convenience  and  necessity  or  amendments  of  existing  certificates 
to  serve  approximately  750  cities  in  the  States  of  Kansas,  Mis¬ 
souri,  Arkansas,  Mississippi,  and  Louisiana,  and  parts  of  Ala¬ 
bama,  Tennessee,  Florida,  Texas,  Oklahoma,  Colorado,  Iowa, 
Nebraska,  Illinois,  North  Dakota,  and  South  Dakota.  Nine  cer¬ 
tificated  carriers  request  extensions  of  existing  routes,  23  appli¬ 
cants  seek  authorizations  to  engage  in  local  or  feeder  air  trans¬ 
portation  services  for  the  first  time  and  3  of  the  applicants  sefek 
approval,  if  necessary,  of  certain  relationships  governed  by  sec¬ 
tion  408  of  the  Civil  Aeronautics  Act  of  1938,  as  amended.  A 
resume  of  the  applications  consolidated  herein  is  set  forth  in 
appendix  No.  1. 

Leave  to  intervene  was  granted  to  All  American  Aviation, 
Inc.,  American  Airlines,  Inc.,  Southern  Airways,  Inc.,  Texas-New 
Mexico  Airlines,  Inc.,  United  Air  Lines,  Inc.,  Missouri-Kansas- 
Texas  Railroad  Company,  Missouri-Kansas-Texas  Railroad  Coija- 
pany  of  Texas,  the  Department  of  Justice,  and  numerous  munici¬ 
palities  and  civic  organizations. 

After  due  notice  to  the  public  and  all  interested  parties  a 
public  hearing  was  held  at  New  Orleans,  La.,  and  at  Washington, 
D.  C.,  before  Examiners  Ferdinand  D.  Moran  and  James  S.  Keith. 
An  examiner's  report  has  been  issued,  exceptions  and  briefs  in 
support  thereof  have  been  filed,  and  oral  argument  has  been 
heard  by  the  Board. 

This  proceeding  is  governed  by  section  401  of  the  Civil  Aero¬ 
nautics  Act,  which  provides  in  part  that  the  Board  shall  issue  a 
certificate  of  public  convenience  and  necessity  authorizing  the 
whole  or  any  part  of  the  transportation  covered  by  the  applica¬ 
tion  if  it  finds  that  the  applicant  is  fit,  willing,'  and  able  to  per¬ 
form  such  transportation  and  to  conform,  to  the  rules,  regula¬ 
tions,  and  requirements  of  the  Board  thereunder;  and  that  such 
transportation  is  required  by  the  public  convenience  and  neces¬ 
sity.3  The  fundamental  principles  to  be  considered  in  the  dis¬ 
position  of  applications  filed  pursuant  to  section  401  have  been 
recited  in  a  number  of  our  previous  opinions  and  will  not  be 
repeated  here. 

*  The  opinion  herein  contains  the  findings,  conclusions,  and  decision  of  the  Board  not 
only  with  respect  to  the  Mississippi  Valley  Case,  but  also  with  respect  to  certain  deferred 
portions  of  the  Texas-Oklahoma  Case,  7  C-A.JB.  481  (1946),  the  Southeastern  States  Cast, 
supra,  and  the  Great  Lakes  Area  Case,  supra.  Except  as  otherwise  expressly  Indicated, 
the  terms  “this  proceeding,”  "this  case,”  “the  record  herein,”  "the  evidence  herein,”  or 
like  phrases  refer  to  the  proceedings  In  the  Mississippi  Valley  Case. 

*  Also  involved  Is  section  406  of  the  Act  relating  to  consolidations,  mergers,  and 
acquisitions  of  control  but  the  extent  to  which  such  section  Is  applicable  herein  Is 
limited  to  three  applications  filed  as  auxiliary  requests  to  section  401  proposals. 
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To  facilitate  orderly  disposition  of  the  issues  in  this  proceeding 
we  will  consider,  first,  applications  for  extensions  of  existing 
trunk-line  routes,  and,  second,  applications  for  local  feeder  routes. 
Applications  of  existing  carriers  to  serve  additional  points  will 
be  included  in  our  consideration  of  local  and  feeder  routes. 

APPLICATIONS  FOR  ADDITIONAL  TRUNK-LINE  ROUTES 

Kansas  City-Chicago. — Continental  and  Mid-Continent  request 
extensions  of  their  systems  from  Kansas  City  to  Chicago,  Con¬ 
tinental  on  a  nonstop  basis  and  Mid-Continent  via  Quincy  and 
Peoria.  Continental’s  proposal  contemplates  a  Denver-Chicago 
service  which  would  be  operated  via  Kansas  City  and  nonstop. 
At  the  present  time  services  between  Kansas  City  and  Chicago 
are  conducted  by  TWA  and  Braniff.  TWA  operates  its  service 
as  part  of  an  east-west  route  and  Braniff  performs  its  opera¬ 
tion  over  a  north-south  route  extending  from  Texas  and  Okla¬ 
homa  points.  United’s  route  No.  1  extends  between  Denver  and 
Chicago  via  intermediate  points  in  the  States  of  Nebraska,  Iowa, 
and  Illinois. 

Continental  argues  that  its  proposal  is  directed  to  providing  a 
local  or  regional  service  in  the  Denver-Chicago  area  and  that  the 
resulting  duplication  of  routes  of  existing  carriers  is  merely  in¬ 
cidental  to  the  accomplishment  of  this  objective.  It  introduced 
considerable  evidence  relating  to  the  community  of  interest  be¬ 
tween  Chicago  and  the  various  cities  on  its  system.  In  1933  a 
total  of  17,782  rail  passengers  traveled  between  Colorado  points 
and  Chicago,  and  68,702  between  Kansas  City  and  Chicago.  The 
flow  of  1933  rail  traffic  from  Continental’s  cities  to  all  other 
points  indicates  that-more  than  60  percent  of  the  travel  is  to  the 
east  and  that  Illinois  leads  in  the  origination  and  destination  of 
such  travel.  As  measured  by  hotel  registrations  and  long-dis¬ 
tance  telephone  messages,  Denver’s  greatest  community  of  in¬ 
terest  is  with  Chicago.  In  1941  there  were  10,380  hotel  registra¬ 
tions  at  Denver  from  Chicago  and  during  a  20-day  period  in 
August  of  that  year  there  were  998  telephone  messages  from 
Denver  to  Chicago. 

Continental  maintains  that  Federal  agencies  have  contributed 
substantially  to  intercity  travel  and  introduced  evidence  showing 
that  approximately  16,000  Federal  employees  are  located  at  Den¬ 
ver  and  that  more  than  14,000  are  at  Kansas  City.  In  Con¬ 
tinental’s  cities  there  are  229  branch  offices  of  76  Federal  agencies 
located  in  Chicago.  A  partial  survey  shows  that  496  business 
firms  have  offices  in  both  Chicago  and  Continental  cities. 

Mid-Continent  asserts  that  the  primary  purpose  of  its  proposal 
is  not  only  to  provide  a  much  needed  additional  service  between 
Kansas  City  and  Chicago  and  a  new  service  for  Quincy  and  Peoria 
but  also  to  improve  its  ability  to  serve  its  present  traffic  by  afford¬ 
ing  its  system  an  entry  to  the  Chicago  market.  To  show  the 
character  of  the  movement  of  traffic  between  Kansas  City  and 
Chicago  as  compared  with  traffic  moving  beyond  each  of  these 
cities,  it  submitted  an  analysis  of  both  air  and  rail  travel  between 
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these  points.4  The  air  travel  study  shows  that  about  64  percent 
of  the  southwestbound  Chicago  air  traffic  went  no  farther  than 
Kansas  City.  Of  the  traffic  originating  at  Kansas  City  destined 
for  points  east  and  north,  67  percent  terminated  at  Chicago  with 
the  remaining  33  percent  traveling  to  points  beyond.  The  results 
of  its  rail  travel  study  were  substantially  the  same,  indicating 
that  the  heaviest  movement  of  rail  passengers  was  between  Kan¬ 
sas  City  and  Chicago  with  relatively  few  travelers  going  to  points 
beyond.  These  studies  were  presented  to  show  that  the  greatest 
volume  of  travel  is  confined  within  the  route  itself. 

Mid-Continent  contends  that  the  Kansas  City-Chicago  traffic 
can  support  additional  air  service  without  injury  to  the  existing 
carriers  operating  between  these  cities.  In  support  of  this  con¬ 
tention  it  submitted  an  analysis  of  the  economic  potential  per 
carrier  per  mile  of  route  on  this  segment.  This  exhibit  indicates 
that  with  an  additional  carrier  rendering  Kansas  City-Chicago 
service  the  segment  would  have  a  population  potential  of  4,225 
per  route  mile  and  would  rank  12th  on  the  basis  of  population 
per  carrier  per  route  mile.  Mid-Continent  maintains  that  this 
segment  represents  a  small  percentage  of  passenger-miles  coin- 
pared  with  the  total  that  TWA  and  Braniff  would  still  serve 
noncompetitively. 

It  contends  that  the  proposed  operation  will  be  successful  be¬ 
cause  the  primary  traffic  interest  of  every  city  on  its  routes, 
excluding  Texarkana,  Tex.-Ark.,  Tulsa,  Okla.,  and  New  Orleans, 
La.,  is  with  Chicago.  Mid-Continent  submitted  data  showing 
that  its  system  serves  a  total  traffic  market  of  151,167  rail  pas¬ 
sengers,  or  38,500,066  passenger-miles.  *  It  points  out  that  the 
addition  of  Chicago  alone  would  add  a  rail  traffic  market  pf 
183,704  passengers,  or  75,051,905  passenger-miles,  and  double  its 
system  rail  passenger  potential  and  triple  its  passenger-mile 
potential. 

In  determining  whether  the  additional  service  proposed  is  re¬ 
quired  by  the  public  convenience  and  necessity,  we  should  con¬ 
sider  whether  it  would  serve  a  useful  purpose  responsive  to  |  a 
public  need  which  cannot  and  will  not  be  adequately  served  lj>y 
existing  authorizations. 

The  extension  of  Continental  from  Kansas  City  to  Chicago 
would  provide  a  direct  one-carrier  service  between- Chicago  and 
10  relatively  small  cities  on  its  system  and  a  supplementary  one- 
carrier  service  between  Denver,  Colo.,  Topeka,  Kans.,  Kansas 
City,  Mo.,  and  Chicago.  On  the  basis  of  the  September  1946 
traffic  survey,  192  passengers  would  be  benefited  by  Continental’s 
first  one-carrier  service.  Mid-Contmehtfs  extension  from  Kans  is 
City  to  Chicago  would  provide  a  first  one-company  service  for. 
two  of  Mid-Continent’s  cities,  namely,  Muskogee,  Okla.,  and  Fort 
Smith,- Ark.  Other  points  on  Mid-Continent’s  system  south  of 
Kansas  City  are  already  afforded  a  shorter  one-company  service. 

* This  analysis  was  based  upon  1933  rail  figures  and  the  September  1940  and  Mar:h 
1941  air  figures. 
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On  the  basis  of  1946  traffic,  37  passengers  would  be  benefited  by 
Mid-Continent's  first  one-carrier  service. 

From  the  foregoing  figures  it  is  clear  that  neither  carrier  will 
benefit  a  sufficient  volume  of  traffic  from  a  one-carrier  service 
standpoint  to  justify  the  establishment  of  new  service  in  lieu  of 
current  two-carrier  connecting  service.  The  intermediate  points 
proposed  by  Mid-Continent  offer  no  justification  in  themselves  for 
extending  that  carrier  to  Chicago.  Therefore  the  question  pre¬ 
sented  by  both  applicants  is  whether  there  is  a  public  need  for 
an  additional  service  between  Denver  and  Chicago  and  between 
Kansas  City  and  Chicago. 

-  Continental  asserts  that  United  and  TWA  have  neglected  and 
will  continue  to  neglect  the  regional  short-haul  traffic  in  favor 
of  their  more  lucrative  long-haul  business,  and  that  a  strong 
justification  exists  for  establishing  a  service  which  will  fulfill 
the  demands  of  its  cities  and  Chicago.  Continental  contends 
that  the  systems  of  United  and  TWA  are  almost  exclusively  de¬ 
signed  and  organized  to  provide  the  best  possible  transcontinental 
service  against  highly  effective  competition.  In  support  of  its 
contention  that  United  has  failed  to  give  adequate  service  to  the 
Denver-Chicago  traffic  it  points  out  that  United  developed  only 
a  10-percent  penetration  of  1933  rail  traffic  by  the  1940-41  air 
traffic.  While  Continental  submitted  exhibits  indicating  that 
other  route  segments  out  of  Denver  and  Kansas  City  have  mani¬ 
fested  a  considerably  greater  penetration,  these  exhibits  do  not 
take  into  consideration  the  size  and  distance  between  cities  and 
the  surface  transportation  facilities  available. 

United  takes  the  position  that  its  Denver-Chicago  traffic  is  not 
a  short-haul  incidental  business  but  that  it  has  a  very  large  stake 
in  its  promotion.  It  contends  that  the  excellent  service  of  stream¬ 
lined  trains  between  Denver  and  Chicago  has  militated  against 
the  development  of  a  large  volume  of  air  traffic  between  these 
cities  and  that  competition  from  the  railroads  may  reasonably  be 
expected  to  be  even  more  severe  due  to  increased  speeds  and 
reduced  fares.  It  maintains  that  with  Chicago  as  its  operating 
headquarters  and  Denver  as  the  hub  of  its  operations  in  the  inter¬ 
mountain  region,  it  is  in  just  as  good  a  position  as  Continental 
to  provide  Denver-Chicago  service  and  argues  that  the  additional 
service  proposed  by  Continental  would  result  in  serious  diversion 
of  traffic. 

Continental’s  estimates  of  traffic  between  Chicago  and  Kansas 
City  and  Denver  contemplated  an  extensive  growth.  Its  studies 
forecast  that  the  volume  of  1947  air  traffic  between  Colorado 
points  and  Chicago  would  be  nine  times  greater  than  the  volume 
of  1933  rail  traffic  and  that  for  the  same  year  the  volume  of  air 
traffic  between  Kansas  City  and  Chicago  would  be  approximately 
three  times  heavier  than  the  1933  rail  traffic.  While  there  has 
been  a  progressive  growth  of  intercity  air  travel  between  Kansas 
City  and  Chicago  we  believe  that  the  Board’s  September  1946  air 
survey  figures,  incorporated  herein  by  reference,  constitute  a 
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more  accurate  gage  of  the  potential  than  those  estimated  in  Con¬ 
tinental's  studies. 

During  the  month  of  September  1946  there  were  6,725  pas¬ 
sengers,  or  191  per  day,  between  Kansas  City  and  Chicago.  In 
September  1947  the  combined  services  of  Braniff  and  TWA  offered 
34  trips  per  day  for  Chicago-Kansas  City  traffic.  BranifTs 
schedules  include  3  round  trips  daily  with  DC-4  equipment,  and 
TWA  provides  several  flights  with  Stratoliners  and  Constellations. 
Chicago  is  the  northern  terminal  of  the  Braniff  system  and  since 
all  of  its  southbound  flights  originate  at  that  point  Kansas  City- 
bound  passengers  should  encounter  no  problem  in  obtaining  space. 
While  none  of  its  northbound  schedules  originate  at  Kansas  City, 
the  volume  of  BranifTs  traffic  originating  south  of  that  point  fpr 
Chicago  is  not  unusually  heavy  and  similarly  sufficient  space 
should  be  available  on  through  planes  at  Kansas  City  for  Chicago 
passengers.  TWA  operates  no  local  Kansas  City-Chicago  sched¬ 
ules  but  the  September  1946  traffic  survey  shows  that  about  one- 
fourth  of  the  air  passengers  moving  between  these  points  travel 
on  the  planes  of  that  carrier. 

The  Chicago-Kansas  City  traffic  is  extremely  important  j;o 
Braniff,  constituting  53  percent  of  the  total  potential  between 
Chicago  and  all  of  BranifTs  cities.  During  the  year  1944  Braniff 
derived  about  7J4  percent  of  its  passenger  revenue  from  traffic 
between  these  cities.  Upon  the  basis  of  September  1946  figures 
TWA  obtained  about  1  percent  of  its  passenger  revenue  from 
local  Chicago-Kansas  City  traffic. 

The  record  supports  the  conclusion  that  the  existing  services 
are  adequately  meeting  the  needs  for  air  transportation  between 
these  points,  and  we  can  find  insufficient  justification  for  the 
authorization  of  a  third  carrier  to  compete  for  this  traffic. 

The  September  1946  traffic  survey  shows  1,370  local  Denver- 
Chicago  passengers,  or  an  average  of  46  per  day.  Continental 
places  considerable  emphasis  upon  the  alleged  failure  of  United 
to  provide  schedules  which  are  adequate  to  meet  the  traffic  de¬ 
mands  and  which  are  timed  to  meet  the  needs  of  the  traveling 
public.  It  points  to  the  fact  that  while  United  maintained  a 
number  of  schedules  between  Denver  and  Chicago  at  the  time  the 
record  in  this  case  was  compiled,  the  times  of  arrival  and  de¬ 
parture  for  such  flights  were  for  the  most  part  inconvenient  for 
Denver-Chicago  passengers.  The  number  of  schedules  and  the 
times  of  arrival  and  departure  vary  from  month  to  month,  de¬ 
pending  upon  a  number  of  factors  including  the  volume  of  traffic, 
the  season  of  the  year,  and  the  availability  of  equipment.  United 
pointed  out  that  in  March  1946  United  provided  13  round  trips 
per  day  between  Denver  and  Chicago,  of  which  2  originated  at 
Denver  and  2  at  Chicago.  During  that  month  there  were  a 
number  of  schedules  in  both  directions  providing  convenient  dej- 
parture  and  arrival  times  for  local  Denver-Chicago  passengers. 
The  September  1947  schedules  show  that  United  offered  11  west; 
bound  schedules  and  11  eastbound  schedules  daily  in  that  month 

8  C.A.B.— 726 


734 


CIVIL  AERONAUTICS  BOARD  REPORTS 


between  Chicago  and  Denver.  One  originated  at  Chicago  and 
one  at  Denver.  A  check  of  the  hours  of  arrival  and  departure 
on  these  flights  discloses  that  6  of  the  westbound  schedules  and 
4  of  the  eastbound  schedules  were  operated  at  times  of  the  day 
convenient  to  local  passengers.  Two  of  the  daily  flights  during 
this  month  were  with  four-motored  aircraft.  We  are  unable  to 
find  on  the  record  before  us  that  its  service  has  been  inadequate. 
The  potential  volume  of  traffic  between  Denver  and  Chicago  is  not 
large  and  in  our  opinion  it  does  not  justify  the  establishment  of 
an  additional  directly  competitive  service  at  the  present  time. 

Although  both  Continental  and  Mid-Continent  submitted  evi¬ 
dence  purporting  to  show  that  their  extensions  to  Chicago  would 
serve  a  useful  public  purpose  responsive  to  a  public  need,  it  is 
clear  that  their  cases  are  predicated  to  a  very  large  degree  upon 
the  theory  that  they  are  “need”  carriers  and  should  be  permitted 
to  participate  in  a  heavier  traffic  movement  in  order  to  decrease 
their  dependence  upon  the  Government  for  assistance  in  the  form 
of  mail  subsidy.  This  appeal  is  based  upon  the  proposition  that 
it  is  the  responsibility  of  the  Board  in  fostering  sound  economic 
conditions  in  the  air  transportation  industry,  as  required  in 
section  2  of  the  Act,  to  lift  all  “need”  carriers  from  the  subsidy 
group. 

We  do  not  construe  the  term  “fostering  sound  economic  con¬ 
ditions”  as  a  mandate  to  expand  small  carriers  to  the  point  where 
they  are  all  equal  in  size  and  opportunity.  It  would  certainly 
be  unsound  to  put  in  more  carriers  than  the  traffic  can  support. 
We  interpret  this  language  as  applying  to  the  industry  generally 
and  being  coextensive  with  other  principles  of  convenience  and 
necessity  enunciated  in  the  Act.  The  public  convenience  and 
necessity  must  be  found  to  require  a  proposed  new  route  or 
service  before  it  can  be  authorized.5  In  the  instant  case  the 
record  has  failed  to  demonstrate  a  need  for  the  establishment  of 
the  additional  services  proposed  by  either  Continental  or  Mid- 
Continent  between  Kansas  City  and  Chicago,  or  between  Denver 
and  Chicago  as  proposed  by  Continental.  As  indicated  above, 
the  volume  of  traffic  between  Denver  and  Chicago  upon  which 
Continental  primarily  bases  its  case  is  relatively  limited. 

Neither  Continental  nor  Mid-Continent  would  provide  a  new 
or  improved  air  service  nor  any  mileage  saving  between  Denver 
and  Chicago  or  between  Kansas  City  and  Chicago.  The  volume 
of  new  one-carrier  service  which  would  be  afforded  is  negligible. 
Upon  the  basis  of  the  foregoing  findings  and  all  facts  of  record 
we  find  that  the  public  convenience  and  necessity  do  not  require 
the  additional  service  proposed  by  these  carriers. 

Kansas  City-St.  Louis  service. — At  the  present  time  service  be¬ 
tween  Kansas  City  and  St.  Louis  is  provided  by  TWA  as  part 
of  that  company's  operations  over  route  No.  2.  In  the  Detroit - 
Memphis  case  decided  August  3,  1944, 6  we  had  before  us  pro- 

*  Northwest  Air.  et.  ‘a!..  Chicago-MUwavJcee-New  York,  6  C-AJB.  217  (1944). 

•  Transcontinental  &  W.  A.  et  al.,  Detrolt-Memphis,  6  C-A3.  117  (1944). 
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posals  for  the  establishment  of  additional  service  between  these 
points  and  on  the  facts  developed  in  that  proceeding  we  reac(hed 
the  conclusion  that  the  public  convenience  and  necessity  did  not 
require  such  service.  In  the  present  proceeding  this  service  is 
again  involved  with  Mid-Continent  proposing  the  inclusion  of 
Jefferson  City  and  Columbia  as  intermediate  points,  Eastern  in¬ 
cluding  Jefferson  City  and  Sedalia  on  its  proposed  route,  And 
Continental  proposing  the  establishment  of  a  through  service  vyith 
no  intermediate  stops.  A  reappraisal  of  the  service  between 
these  cities  is  justified  in  the  light  of  facts  now  available. 

St.  Louis  is  the  largest  wholesale  distributing  center  in  [the 
Mississippi  Valley  and  ranks  eighth  among  the  cities  of  the  Na¬ 
tion  in  metropolitan  population.  It  is  one  of  the  principal  points 
for  interchange  of  traffic  moving  by  surface  transportation  from 
the  east  to  the  southwest  and  west.  Kansas  City  is  a  major  live¬ 
stock  and  packing-house  center  and  is  reputed  to  be  the  largest 
grain  market  in  the  world. 

Both  of  these  cities  are  important  traffic-generating  centers. 
In  September  1946  St.  Louis  ranked  15th  among  the  cities  of  the 
Nation  in  the  number  of  air  passengers  developed  and  Kansas 
City  ranked  17th.  On  the  basis  of  passenger-miles  generated, 
St.  Louis  ranked  14th  and  Kansas  City  16th.  Historical  traffic 
data  show  that  in  1933,  88,291  rail  passengers  traveled  between 
St.  Louis  on  the  one  hand,  and  Kansas  City  and  points  west 
thereof  on  the  other.  Of  this  total  43,302  were  destined  to  points 
west  of  Kansas  City.  Similarly,  64,960  rail  passengers  moved 
between  Kansas  City  on  the  one  hand,  and  St.  Louis  and  points 
east  thereof  on  the  other,  of  whom  19,971  were  destined  to  points 
east  of  St.  Louis.  These  data  show  that  the  volume  of  local  (rail 
traffic  moving  between  these  points  was  greater  than  the  volume 
of  through  traffic.  The  September  1946  air  traffic  between  Kan¬ 
sas  City  and  St.  Louis,  however,  was  only  about  one-fourthl  of 
the  through  traffic  developed  by  these  cities.  During  September 
1946  there  were  2,625  local  air  passengers  between  Kansas  City 
and  St.  Louis.  In  contrast,  4,850  passengers  moved  between 
Kansas  City  and  points  east  of  St.  Louis  and  4,463  passengers 
traveled  between  St.  Louis  and  points  west  of  Kansas  City.  Of 
course  we  recognize  that  air  service  increases  in  value  with  the 
length  of  the  journey,  and  that  the  ratio  of  local  to  through  sendee 
reflected  by  the  1933  rail  traffic  data  could  not  be  expected  in  air 
service.  But  in  the  instant  case  the  discrepancy  between  Iccal 
and  through  passengers,  as  indicated  by  the  September  1946 
traffic,  is  so  great  as  to  lead  us  to  believe  that  the  local  potential 
traffic  volume  has  not  been  fully  developed  between  Kansas  City 
and  St.  Louis. 

While  TWA  provides  31  flights7  over  the  Kansas  City-St. 
Louis  segment  it  does  not  operate  a  shuttle  service  directed  solely 


1  September  1947  Air  Traffic  Guide. 
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to  the  development  of  local  business.8  Thus  passengers  desiring 
air  transportation  between  these  important  cities  must  rely  upon 
schedules  originating  and  terminating  at  distant  points.  It  is 
also  significant  that  Kansas  City  and  St.  Louis  are  served  by 
four  different  carriers  over  nine  and  eight  airline  routes,  re¬ 
spectively,  from  different  directions.  With  only  one  air  car¬ 
rier — a  transcontinental  carrier — operating  between  these  cities 
it  appears  that  a  “bottleneck”  exists  which  militates  against  the 
development  of  strictly  local  traffic. 

On  the  basis  of  the  September  1946  figures  TWA's  revenue 
from  local  traffic  moving  over  this  segment  amounted  to  about 
$28,000,  or  less  than  1  percent  of  its  total  revenue  for  that  month. 
It  is  clear  that  only  a  small  portion  of  the  total  traffic  that  has 
been  carried  by  TWA  would  be  diverted,  which,  in  our  opinion, 
would  not  be  enough  to  impair  TWA's  ability  to  conduct  air 
transportation  services.  While  TWA  has  been  receiving  revenues 
from  connecting  traffic  carried  over  this  segment,  particularly 
traffic  moving  between  Continental’s  cities  and  the  southeastern 
States,  our  award  of  the  Kansas  City-Memphis  cutoff  in  the 
Kansas  City-M emphis-Florida  Case,  8  C.  A.  B.  554,  decided 
September  30,  1947,  has  established  a  more  direct  service  for 
this  traffic.®  Thus,  it  would  appear  that  much  of  the  diversion 
of  connecting  traffic  from  TWA  would  result  from  that  service 
rather  than  from  the  establishment  of  an  additional  Kansas  City- 
St.  Louis  route  in  this  case. 

As  indicated  above,  the  Kansas  City-St.  Louis  route  segment 
is  heavily  traveled  and  the  only  available  service  is  provided  by 
a  transcontinental  air  carrier.  The  revenue  obtained  by  TWA 
from  the  local  traffic  between  these  cities  amounts  to  a  small 
percentage  of  its  system’s  total.  We  believe  that  on  a  flight  in¬ 
volving  but  230  miles  the  traffic  potential  will  receive  adequate 
development  only  with  the  establishment  of  an  additional  service 
directed  to  meeting  the  local  needs.  We  find  therefore  that  the 
public  convenience  and  necessity  require  the  authorization  of  an 
additional  service  between  Kansas  City  and  St.  Louis. 

Since  Jefferson  City  is  the  capital  of  Missouri  and  one  of  the 
few  State  capitals  presently  without  air  service,  it  would  appear 
desirable  to  include  this  city  as  an  additional  intermediate  point 
on  the  route.  It  is  presently  served  by  the  Missouri-Pacific  Rail¬ 
road  with  six  daily  trips  to  Kansas  City  and  St.  Louis,  which 
average  about  4  and  3  hours,  respectively,  to  these  cities.  Jeffer¬ 
son  City  would  be  benefited  by  substantial  savings  in  time  with 
air  service  to  these  points  and  we  find  that  it  should  be  included 
on  the  new  route  between  Kansas  City  and  St.  Louis. 

Sedalia  lies  only  75  miles  southeast  of  Kansas  City  and  is  con¬ 
nected  with  that  city  by  excellent  surface  facilities.  As  herein¬ 
after  concluded  with  respect  to  the  application  of  TWA  to  serve 

*  In  September  1946  three  local  flights  were  operated  between  Wichita  and  St.  Louis 

via  city.  These  flights  were  not  operated  In  September  1947. 

*  The  effectiveness  of  this  certificate  was  stayed  by  the  Board's  order  of  November  28. 
1947. 
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Sedalia,  we  do  not  believe  that  the  needs  of  this  community  are 
sufficient  to  warrant  service  on  a  major  trunk-line  route.  Colum¬ 
bia  is  presently  certificated  for  service  by  TWA  although  opera¬ 
tions  to  this  point  are  not  conducted  because  of  airport  limitations. 
With  a  1940  population  of  only  18,399  there  is  no  showing  that 
the  city  would  provide  sufficient  traffic  to  justify  service  by  a 
second  trunk-line  carrier.  Accordingly,  we  find  that  Columbia 
should  not  be  included  as  an  intermediate  point  on  the  route. 

Having  determined  that  an  additional  service  between  Kansas 
City  and  St.  Louis  via  Jefferson  City  is  required  by  the  public 
convenience  and  necessity,  it  remains  for  us  to  select  the  carrier 
which,  from  the  standpoint  of  comparative  public  interest,  should 
be  authorized  to  conduct  the  service.  The  certification  of  Eastern 
would  provide  first  one-company  service  between  Kansas  City 
on  the  one  hand  and  38  points  on  its  system,  including  such  im¬ 
portant  cities  as  Atlanta,  Ga.,  Baltimore,  Md.,  Evansville,  Ind., 
Nashville,  Tenn.,  and  Jacksonville,  Miami,  and  Tampa,  Fla.  On 
the  basis  of  1933  rail  passenger  movement,  2,717  passengers 
would  have  benefited  by  the  extension  of  Eastern  from  St.  Louis 
to  Kansas  City.  On  the  basis  of  the  number  of  air  passengers 
who  traveled  during  September  1946,  the  volume  of  traffic  that 
would  have  benefited  would  amount  to  419  passengers.  However, 
as  indicated  above,  the  primary  purpose  in  establishing  an  ad¬ 
ditional  service  between  Kansas  City  and  St.  Louis  is  to  assure 
adequate  accommodations  and  to  stimulate  the  development  of 
local  air  transportation  between  these  cities.  While  Eastern 
could,  of  course,  provide  local  service,  it  is  our  opinion  that  a 
regional  carrier  dedicated  to  serving  the  needs  of  local  passengers 
in  the  area  and  having  a  principal  interest  in  the  carriage  of 
short-haul  traffic  could  be  expected  to  concentrate  to  a  greater 
degree  than  Eastern  on  the  development  of  local  traffic  over  ;his 
segment. 

Both  Continental  and  Mid-Continent  are  regional  carriers  Lav¬ 
ing  relatively  small  systems  and  are  largely  dependent  upon  the 
carriage  of  short-haul  traffic.  We  have  no  doubt  that  either 
could  effectively  provide  the  service.  Mid-Continent  operates 
into  St.  Louis  and  Kansas  City  and  with  facilities  at  both  points 
could  inaugurate  the  service  at  slight  additional  cost.  Con¬ 
tinental,  on  the  other  hand,  has  facilities  at  Kansas  City  only 
and  would  have  the  additional  cost  of  establishing  and  maintain¬ 
ing  a  new  station  at  St.  Louis. 

The  extension  of  Continental’s  service  from  Kansas  City  to 
St.  Louis  would  make  possible  a  single-carrier  operation  from 
Denver  and  other  cities  on  its  system  to  St.  Louis.  The  volume 
of  1933  rail  passenger  traffic  moving  between  Continental’s  cities 
and  St.  Louis  totaled  5,448.  During  September  1946,  410  air 
passengers  traveled  between  points  on  its  system  and  St.  Louis. 
Of  this  total  351  originated  or  terminated  at  Denver.  The  ex¬ 
tension  of  Mid-Continent  between  Kansas  City  and  St.  Louis 
would  permit  it  to  provide  a  single-carrier  service  connecting  St. 
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Joseph,  Mo.,  Omaha,  Nebr.,  and  cities  north  thereof  on  its  system 
with  St.  Louis.  In  the  North  Central  Case 10  we  awarded  Mid- 
Continent  a  route  from  Des  Moines  to  Sioux  City,  Iowa. 
In  1933,  9,347  passengers  traveled  by  rail  between  Omaha  and 
St.  Joseph  on  the  one  hand  and  St.  Louis  on  the  other.  Of  this 
total  6,894  were  Omaha  passengers.  The  September  1946  air 
traffic  between  these  cities  and  St.  Louis  totaled  190.  While  no 
definite  conclusions  can  be  drawn  from  these  data  it  is  apparent 
that  on  the  basis  of  the  September  1946  air  survey  a  greater 
number  of  air  passengers  would  be  afforded  a  single-carrier 
service  by  Continental  than  by  Mid-Continent.  . 

However,  in  addition  to  providing  an  improved  service  to  Omaha 
and  St.  Joseph,  the  authorization  of  Mid-Continent’s  proposal 
would  result  in  substantial  operational  benefits  to  that  carrier. 
At  the  present  time  Mid-Continent’s  system  is  separated  at  Des 
Moines,  one  leg  of  its  route  terminating  at  St.  Louis  and  the 
other  extending  south  through  Kansas  City  and  Tulsa  to  New 
Orleans.  A  connection  between  St.  Louis  and  Kansas  City  would 
permit  Mid-Continent  greater  flexibility  of  schedules  and  enable 
it  to  provide  service  to  St.  Louis  via  Kansas  City,  its  principal 
traffic  channel.  According  to  Mid-Continent,  the  average  utiliza¬ 
tion  of  its  aircraft  would  be  increased  by  about  2  hours  per  day 
with  operation  of  the  Kansas  City-St.  Louis  route.  Obviously 
such  increased  utilization  of  equipment  would  result  in  substantial 
economies  in  the  over-all  operation  of  that  company  and  con¬ 
tribute  to  improvement  of  its  financial  position.  We  believe  this 
factor  is  of  importance  in  determining  which  carrier  should  pro¬ 
vide  the  service,  and  particularly  when  the  carrier  is  dependent 
to  a  large  degree  upon  Government  subsidy.  In  this  respect  this 
case  differs  from  others  wherein  the  Board  denied  authorization 
to  connect  separate  legs  on  a  carrier’s  system  to  effect  operational 
savings  on  the  ground  that  the  proposed  service  was  not  required 
by  the  public  convenience  and  necessity.11 

Weighing  the  foregoing  factors  bearing  on  the  public  interest, 
we  have  come  to  the  conclusion  that  the  comparative  public  in¬ 
terest  would  best  be  served  by  selecting  Mid-Continent  to  pro¬ 
vide  the  required  service  between  Kansas  City  and  St.  Louis,  via 
Jefferson  City. 

New  Orleans-Dallas-Fort  Worth  service. — Eastern  and  National 
seek  authority  to  serve  Dallas-Fort  Worth,  Eastern  by  an  exten¬ 
sion  of  route  No.  5  from  Lake  Charles  or  from  Beaumont-Port 
Arthur  via  Palestine,  and  National  by  an  extension  of  route  No. 
39  from  New  Orleans. 

Eastern  supported  its  proposed  extension  primarily  on  the 
theory  that  with  nonstop  authorizations  (1)  it  would  be  in  a 
position  to  provide  single-carrier  service  between  the  Texas  cities 


"7  C-A.J3.  839  (1946). 

» Compare  with  Northwest’s  application  to  operate  between  Portland.  Oreg.,  and 
Seattle.  Wash..  In  the  West  Coast  Case,  6  CA3.  961  (1946),  and  Chicago  and  Southern’s 
application  to  operate  between  Chicago  and  Detroit.  Mich..  In  the  Great  Lakes  Area 
Case,  supra. 
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and  Atlanta,  Ga.,  and  points  north  thereof  on  its  route  No.  5,  and 
(2)  it  could  provide  a  direct  single-carrier  service  from  the 
Dallas-Fort  Worth  area  to  Florida  and  southeastern  points  served 
by  its  system.  The  proposed  extension  would  provide  a  4ne~ 
carrier  service  to  21  of  Eastern’s  cities  having  an  aggregate  pop¬ 
ulation  of  1,175,000,  whose  present  air  transportation  to  Dallas- 
Fort  Worth  consists  of  a  two-carrier  connecting  service.  The 
flow  of  rail  passengers  between  Dallas-Fort  Worth  and  these  cities 
amounted  to  only  452  passengers  in  1933,  while  air  traffic  during 
the  Board’s  1940  and  1941  survey  months  totaled  115  passengers. 
In  September  1946  the  flow  of  traffic  between  Dallas-Fort  Worth 
and  Eastern’s  cities  amounted  to  471  passengers,  an  average  of 
15  per  day. 

Eastern’s  proposed  extension  would  duplicate  the  service  pres¬ 
ently  provided  by  Delta  between  Dallas-Fort  Worth  and  New  Or¬ 
leans.  In  addition,  if  nonstop  authority  were  obtained  as  con¬ 
templated  in  the  Eastern  proposal,  the  main  line  of  Delta’s  route 
No.  24  between  Dallas-Fort  Worth  and  Atlanta  would  also  be 
paralleled.  The  1946  air  traffic  survey  shows  that  Delta  carried 
1,469  passengers  between  Dallas-Fort  Worth  and  New  Orleans 
and  911  passengers  between  the  Texas  cities  and  Atlanta.  Rev¬ 
enue  obtained  from  this  traffic  amounted  to  $65,246,  or  7  percent 
of  Delta’s  total  system  revenues  for  September  1946.  It  is  also 
significant  that  Delta  carries  a  substantial  volume  of  traffic  from 
Dallas-Fort  Worth  to  Florida  points,  amounting  in  September 
1946  to  427  passengers,  all  of  whom  would  be  exposed  to  diversion 
if  Eastern’s  proposed  route  extension  were  granted  herein.12 
While  it  is  unlikely  that  all  of  the  traffic  carried  by  Delta  would 
be  diverted  to  Eastern,  it  is  nevertheless  apparent  that  exposing 
so  large  a  part  of  Delta’s  revenue  to  diversion  would  be  justified 
only  by  a  clear  showing  that  substantial  public  benefits  would  be 
derived  from  the  additional  service.  Weighing  the  relatively 
small  volume  of  improved  service  that  would  be  provided  as 
against  its  detrimental  effect  upon  Delta,  we  conclude  that  the 
public  convenience  and  necessity  do  not  require  the  extension 
proposed  by  Eastern. 


National’s  proposal  herein  is  similar  to  its  previous  request  for 
authority  to  serve  Dallas-Fort  Worth,  which  was  considered  by 
the  Board  in  the  New  Orleans-F ort  Worth  case.13  In  that  pro¬ 
ceeding  we  found  that  service  between  Dallas-Fort  Worth  hnd 
New  Orleans  was  required  by  the  public  convenience  and  neces¬ 
sity,  but  we  selected  Delta  to  provide  the  service  and  denied  Na¬ 
tional’s  application.  In  the  present  case  National  places  con¬ 
siderable  emphasis  on  its  ability  to  provide  a  through  service  to 
Florida  points  over  a  more  direct  route  than  is  available  over 
Delta’s  system  and  through  connections  at  Dallas-Fort  Worth  to 
provide  an  alternative  route  to  points  west  of  Dallas-Fort  Worth. 

u  This  figure  Includes  only  passengers  carried  the  entire  Journey  by  Delta  and  does 
not  take  Into  consideration  the  sizable  proportion  of  Dallas-Fort  Worth  traffic  which 
Delta  carries  for  part  of  Its  Journey. 

11  National  Air.  et  al.,  New  Orleans-Fort  Worth,  4  C-AJB.  278  (1943). 
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Approval  of  National's  proposal  would  substitute  a  one-carrier 
service  for  the  present  two-carrier  connecting  service  between 
Dallas-Fort  Worth  and  14  cities  on  its  system  having  a  total  1940 
population  of  576,000.  In  1933  there  were  314  rail  passengers 
between  Dallas-Fort  Worth  and  National's  cities,  and  in  Septem¬ 
ber  1946  there  were  260  air  passengers.  National  would  provide 
a  single-company  operation  to  Miami  over  a  routing  about  185 
miles  shorter  than  Delta's  current  service,  and  a  single-carrier 
service  to  Jacksonville  over  a  routing  approximately  60  miles 
shorter  than  Delta's  service  to  that  point.  It  is  significant,  how¬ 
ever,  that  National's  proposed  service  does  not  contemplate  any 
mileage  savings  over  its  present  connecting  service  with  Delta 
at  New  Orleans,  nor  does  it  anticipate  any  reduction  in  fares 
since  Delta's  present  one-company  rates  for  the  longer  routing 
are  equalized  with  those  charged  by  the  connecting  services. 

In  contrast  with  the  new  or  improved  service  proposed,  Na¬ 
tional's  extension  would  involve  competition  with  Delta  between 
Dallas-Fort  Worth  on  the  one  hand  and  New  Orleans,  Jackson¬ 
ville,  and  Miami  on  the  other.  In  September  1946  the  traffic 
carried  by  Delta  between  these  points  provided  $56,451  in  revenue, 
which  amounted  to  approximately  6  percent  of  its  total  system 
revenues  for  the  month.  We  find  that  the  volume  of  traffic 
which  would  be  benefited  by  the  National  proposal  is  not  sufficient 
to  justify  an  additional  carrier  between  New  Orleans  and  Dallas- 
Fort  Worth,  particularly  in  view  of  the  diversional  effect  of  such 
an  authorization  upon  Delta.  We  therefore  conclude  that  the 
public  convenience  and  necessity  do  not  require  National's  ex¬ 
tension  from  New  Orleans  to  Dallas-Fort  Worth. 

New  Orleans-H ouston-San  Antonio  service. — Braniff  requests 
an  extension  of  route  No.  9  from  Houston  to  New  Orleans  (1)  via 
Beaumont  and  (2)  via  Galveston.  National  proposes  an  exten¬ 
sion  of  route  No.  39  from  New  Orleans  to  San  Antonio,  via  New 
Iberia,  Beaumont-Port  Arthur,  Galveston,  and  Houston.  The 
application  of  Chicago  and  Southern  seeks  an  extension  of  route 
No.  8  from  New  Orleans  to  Houston  via  Baton  Rouge,  New  Iberia, 
Lake  Charles,  Beaumont,  and  Galveston,  and  beyond  Houston  (a) 
to  San  Antonio  via  Austin  and  (b)  to  Brownsville  via  Corpus 
Christi.  However,  in  oral  argument  Chicago  and  Southern  stated 
that  the  two  gateways  established  by  the  Board  in  the  Latin 
American  Air  Service  case 14  nullified  any  need  for  extending  its 
system  south  of  Houston  and  for  that  reason  it  had  decided  to 
abandon  that  portion  of  its  application  proposing  such  service. 

Braniff  maintains  that  its  proposed  extension  would  tie  in  New 
Orleans  with  that  portion  of  its  system  south  of  Kansas  City  and 
west,  of  Tulsa,  and  strengthen  its  Galveston-Houston  segment, 
which  has  never  been  profitable.  By  reason  of  its  direct  service 
from  Florida  to  New  Orleans,  National  points  out  that  its  pro¬ 
posal  would  place  it  in  the  position  of  being  able  to  provide 
material  reductions  in  fares  and  savings  in  traveltime  between 

14  6  C.A.B.  857  (1946). 
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its  Florida  cities  and  San  Antonio  and  Houston.  Chicago  ind 
Southern  contends  that,  as  a  result  of  joining  the  two  southern 
tips  of  its  route  No.  8,  greater  freedom  and  flexibility  in  the  use 
of  equipment  would  be  attained.  According  to  Chicago  and 
Southern,  uneconomical  layovers  would  be  eliminated  at  Nfew 
Orleans  and  Houston,  which  would  enable  it  to  realize  more  flying 
time  from  its  aircraft. 

With  the  exception  of  the  addition  of  Lafayette  and  New  Iberia 
as  intermediate  points  the  services  proposed  by  these  carriers  in¬ 
volve  an  exact  duplication  of  present  services  between  New  Or¬ 
leans  and  Houston  and  San  Antonio.  Braniff  and  National  would 
parallel  Eastern  between  Houston  and  Beaumont  and  New  Or¬ 
leans;  and  Braniff  would  be  in  a  position  to  duplicate  Delta’s 
services  between  Dallas-Fort  Worth  and  New  Orleans.  National 
would  parallel  both  Eastern  and  Braniff  between  Houston  and 
San  Antonio  and  Braniff  between  Galveston  and  San  Antonio.  Chi¬ 
cago  and  Southern’s  proposal  contemplates  a  point-to-point  dupli¬ 
cation  of  Easterns  operations  between  New  Orleans  and  Houston. 
The  flow  of  rail  and  air  traffic  over  these  segments  for  certain 
representative  periods  is  shown  in  the  following  tabulation ; 


Segments 


New  Orleans — 

Beaumont — Port  Arthur. 
Houston. 


San  Antonlo. 


Beaumont — 
Houston. 


San  Antonio. 


Houston — 

San  Antonio. 


Galveston — 
Houston. 


San  Antonio. 


1933 

rail 

passengers 


4,688 

17,890 

2,372 

10,856 

1,789 

20,842 

4,763 

2,122 


Air  passengers 


September 

1940 


371 

49 


550 

142 

8 


March 

1941 


406 

62 


553 

61 

11 


Septezri 

1946 


her 


168 

1,747 

551 

294 

60 

1,771 

257 

42 


Historically,  Eastern’s  service  over  the  New  Orleans-Houston 
segment  has  been  provided  primarily  in  conjunction  with  its  long- 
haul  flights.  But  despite  this  type  of  service  it  appears  that 
Eastern’s  operations  have  been  sufficient  to  meet  the  local  traffic 
demands.  Its  load  factor  for  this  segment  during  the  period 
January- June  1941  averaged  a  little  over  50  percent,  indicating 
therefore  that  local  New  Orleans-Houston  traffic  has  received 
ample  accommodations.  As  reflected  by  the  September  1947  Air 
Traffic  Guide,  Eastern  is  presently  providing  14  flights  per  day 
between  New  Orleans  and  Houston,  of  which  10  are  long-haul 
schedules  connecting  Houston  with  Miami  and  the  important  cities 
along  the  northeastern  seaboard.  The  remaining  flights  originate 
or  terminate  at  Atlanta  and  consequently  may  be  considered,  as 
local  in  character,  particularly  since  a  preponderance  of  the 
business  originating  or  terminating  at  Atlanta  constitutes  pas 
sengers  to  and  from  New  Orleans.  Between  New  Orleans  and 
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San  Antonio  Eastern  offers  6  daily  schedules  and  between  Houston 
and  San  Antonio  the  combined  operations  of  Eastern  and  Braniff 
provide  16  trips  per  day.  Beaumont  is  served  by  6  schedules 
daily  by  Eastern  between  New  Orleans  and  Houston  and  the 
Galveston-Houston  segment  is  provided  4  flights  per  day  by 
Braniff. 

There  is  nothing  in  the  record  to  indicate  that  the  services  of 
Eastern  and  Braniff  are  inadequate.  The  additional  service 
should  not  be  authorized  unless  it  would  serve  a  useful  purpose 
responsive  to  a  public  need. 

The  extension  of  Braniff  into  New  Orleans  would  result  in 
creating  a  first  one-company  service  between  New  Orleans  and 
14  of  BranifTs  communities  which  had  a  combined  population  of 
1,188,000.  New  Orleans  exchanged  with  those  14  communities 
4,903  rail  passengers  in  1933,  59  air  passengers  during  the  months 
of  September  1940  and  March  1941,  and  448  air  passengers  in 
September  1946.  Braniff  would  also  provide  a  first  one-company 
service  between  16  of  its  cities  and  Beaumont-Port  Arthur. 
Since  Beaumont  and  Port  Arthur  were  not  served  by  air  during 
September  1940  and  March  1941,  air  traffic  data  relating  to  them 
during  that  period  are  not  available.  However,  the  report  of 
the  Federal  Coordinator  of  Transportation  shows  that  there  were 
8,949  rail  passengers  between  Beaumont-Port  Arthur  and  these 
cities  which  would  receive  the  benefits  of  a  first  one-company 
service.  The  September  1946  air  survey  indicates  that  80  air 
passengers  would  benefit  by  BranifTs  extension  to  Beaumont- 
Port  Arthur. 

BranifTs  proposal  would  involve  competition  between  New  Or¬ 
leans  and  seven  cities  which  had  a  total  1940  population  of 
1,295,000.  The  amount  of  rail  traffic  between  New  Orleans  and 
these  cities  was  32,602  in  1933  and  air  traffic  during  September 
1940  and  March  1941  totaled  1,296.  During  September  1946, 
4,334  air  passengers  traveled  between  New  Orleans  and  the  seven 
Braniff  cities  to  which  competition  is  proposed.  Beaumont-Port 
Arthur  would  be  furnished  with  competitive  services  to  and  from 
New  Orleans,  Houston,  San  Antonio,  Corpus  Christi,  and  Browns¬ 
ville  with  which  it  exchanged  17,333  rail  passengers  in  1933  and 
572  air  passengers  in  September  1946. 

National's  proposed  extension  contemplates  providing  first  one- 
carrier  service  between  Houston  and  San  Antonio  on  the  one  hand 
and  certain  of  its  Gulf  coast  cities,  and  Wilmington,  and  New 
Bern,  N.  C.,  and  Norfolk,  Va.,  on  the  other.  It  also  envisages  a 
more  direct  one-carrier  service  between  Florida  points.  Savannah, 
Ga.,  and  Charleston,  S.  C.,  and  Houston  and  San  Antonio,  Tex. 
The  volume  of  1933  rail  traffic  which  would  receive  the  benefits 
of  this  service  totaled  725  passengers,  and  the  volume  of  air  traffic 
during  September  1940  and  March  1941  amounted  to  188  pas¬ 
sengers.  On  the  basis  of  the  September  1946  survey  788  air 
passengers  would  benefit  by  National's  proposed  service.  In  con¬ 
trast  its  extension  would  involve  competition  for  3,151  air  pas- 
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sengers  during  the  survey  months,  September  1940  and  March 
1941,  and  8,260  air  passengers  during  September  1946. 

Since  Chicago  and  Southern  already  serves  Houston  no  ap¬ 
preciable  amount  of  new  service  would  be  afforded  that  city  by 
its  proposal.  However,  Baton  Rouge  and  Lake  Charles  would 
be  given  a  first  one-company  service  to  such  major  points  as 
Chicago,  Detroit,  Toledo,  Ohio,  Fort  Wayne,  Evansville,  and  lln- 
dianapolis,  Ind.,  Peoria  and  Springfield,  HI.,  St.  Louis,  Memphis, 
Tenn.,  Little  Rock,  Ark.,  and  Kansas  City.  Galveston,  Tex.,  also 
would  be  provided  with  a  first  one-company  service  to  all  of  these 
points  with  the  exception  of  Chicago.  While  a  number  of  them 
were  not  served  by  air  or  rail  during  the  earlier  survey  periods, 
on  the  basis  of  the  September  1946  survey  118  air  passengers 
would  receive  the  benefits  of  a  first  one-company  service. 

Upon  analysis  it  is  apparent  that  the  number  of  passengers  who 
would  be  afforded  new  or  improved  service  contemplated  by  these 
proposals  would  not  be  sufficient  to  sustain  economically  feasible 
operations  and  that  principal  support  of  the  routes  would  hive 
to  come  from  traffic  presently  available,  which,  as  pointed  out, 
is  not  heavy.  On  the  basis  of  the  September  1946  survey  about 
9.9  percent  of  the  total  one-company  service  to  be  provided  by 
Braniff  represents  new  service  and  the  remainder  competitive 
service.  Similarly,  of  the  total  service  to  be  provided  by  National 
8.7  percent  constitutes  new  or  improved  service  and  the  remainder 
competitive  service.  The  volume  of  first  one-company  service  to 
be  provided  by  Chicago  and  Southern  amounts  to  only  5  percent 
of  the  total  service  proposed.  While  National  could  offer  greater 
savings  in  traveltime  between  Florida  points  and  Houston  and 
San  Antonio,  and  Chicago  and  Southern  could  achieve  certain 
economies  by  greater  equipment  utilization,  these  considerations 
in  our  opinion  are  not  of  sufficient  magnitude  to  outweigh  the 
competition  involved  and  the  probable  adverse  effect  which  it 
would  have  upon  the  operations  of  Eastern  and  Braniff.  Upon 
the  basis  of  the  foregoing  findings  we  conclude  that  the  services 
proposed  by  Braniff,  Chicago  and  Southern,  and  National  are  not 
required  by  the  public  convenience  and  necessity. 

Shreveport-to-Houston  service. — Mid-Continent  proposes  to  Ex¬ 
tend  route  No.  26  from  the  intermediate  point  Shreveport  to  " 
terminal  point  Houston  via  Beaumont-Port  Arthur.  The  pui 
of  this  application  is  to  provide  Houston  with  service  to  and  fi 
Tulsa,  and  other  Mid-Continent  cities  north  thereof.  In 
Texas-OklaJiovta  Case , 15  Mid-Continent  was  granted  a  temporary 
certificate  for  a  period  of  3  years  for  route  No.  80  between  Tulsa 
and  Houston  via  the  intermediate  points  Muskogee  and  McAlester, 
Okla.,  'and  Tyler,  Paris,  and  Longview,  Tex.  This  award  ac¬ 
complished  substantially  the  same  stated  purpose  as  its  proposed 
Shreveport-Houston  route.  On  oral  argument  Mid-Continent 
stated  that  it  no  longer  desired  to  press  for  authorization  of  this 
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service  in  this  proceeding.  Accordingly,  the  application  of  Mid- 
Continent  in  Docket  No.  1888  will  be  dismissed. 

Memphis-Dallas-Fort  Worth  service. — Chicago  and  Southern 
seeks  extension  of  route  No.  8  from  Shreveport  to  Dallas-Fort 
Worth  via  Longview  and  Marshall  and/or  from  Little  Rock  to 
Dallas-Fort  Worth  direct.  Braniff  requests  a  direct  route  from 
Dallas-Fort  Worth  to  Memphis  or,  in  the  alternative,  an  amend¬ 
ment  to  its  present  certificate  for  route  No.  9  so  as  to  extend  that 
route  from  Little  Rock  to  Dallas.  Braniffs  application  does  not 
involve  the  addition  of  any  new  points  to  its  system  but  con¬ 
templates  establishing  a  more  direct  operation  between  Dallas- 
Fort  Worth  and  Memphis  than  its  present  service  over  route  No. 
9  to  Oklahoma  City,  Little  Rock,  and  Memphis.  Braniff  states 
that  the  segment  of  route  No.  9  between  Oklahoma  City  and 
Memphis  is  operated  as  part  of  a  through  service  between  Denver 
and  Memphis  and,  in  view  of  American’s  more  direct  service  be¬ 
tween  Memphis  and  Dallas,  it  has  never  attempted  to  compete 
for  traffic  between  these  points.  According  to  Braniff  the  direct 
route  would  enable  it  to  compete  with  American  on  an  equal  foot¬ 
ing  for  traffic  between  Dallas-Fort  Worth  and  Memphis. 

The  operation  proposed  by  Braniff  would  provide  first  one- 
carrier  service  between  Memphis  and  Little  Rock  and  eight  of 
its  Texas  cities  having  an  aggregate  1940  population  of  593,000. 
Between  these  eight  cities  and  Memphis  and  Little  Rock  there 
were  1,571  rail  passengers  in  1933,  and  a  total  of  64  air  pas¬ 
sengers  during  September  1940  and  March  1941.  In  September 
1946  the  volume  of  air  traffic  between  these  points  amounted  to 
283  passengers,  or  an  average  of  9.5  per  day.  Chicago  and 
Southern’s  proposed  extension  would  provide  first  one-company 
service  between  Dallas-Fort  Worth  on  the  one  hand  and  El 
Dorado  and  Pine  Bluff,  Ark.,  Bloomington,  Ill.,  Paducah, 
Ky.,  Evansville,  Anderson-Muncie-New  Castle,  Marion,  and  Fort 
Wayne,  Ind.,  and  Toledo  on  the  other.  These  cities  have  a  total 
1940  metropolitan  district  population  of  1,570,000.  The  volume 
of  rail  traffic  between  Dallas-Fort  Worth  and  these  cities  was 
354  passengers  in  1933,  and  air  traffic  during  the  survey  months 
of  September  1940  and  March  1941  amounted  to  49  passengers. 
During  September  1946  a  total  of  213  passengers,  or  an  average 
of  about  7  daily,  moved  between  these  cities  and  Dallas-Fort 
Worth. 

In  contrast  with  the  volume  of  new  or  improved  services  of¬ 
fered,  Braniff  and  Chicago  and  Southern  would  compete  with 
American  for  traffic  between  Dallas-Fort  Worth  and  Memphis 
and  Little  Rock.  Between  these  pairs  of  points  there  were  9,025 
rail  passengers  in  1933,  and  396  air  passengers  during  September 
1940  and  March  1941.  In  September  1946  there  were  1,319  air 
passengers,  or  an  average  of  about  44  per  day.  In  addition  to 
competing  with  American,  Chicago  and  Southern  would  parallel 
Delta’s  service  between  Shreveport  and  Dallas-Fort  Worth  which 
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carried  1,662  air  passengers  during  the  month  of  September  1946, 
or  an  average  of  55  per  day. 

Braniff  calls  attention  to  the  fact  that  American's  principal 
transcontinental  route  through  the  Dallas-Fort  Worth  gateway 
has  been  shifted  further  north  to  Tulsa  and  Oklahoma  City. 
Braniff  claims  that  the  Memphis-Dallas  segment  will  be  relegated 
to  a  spur  status  as  a  result,  and  that  the  Nashville-Oklahoma  City 
segment  will  in  all  probability  receive  the  best  service  inasmuch 
as  the  northern  route  offers  the  most  direct  transcontinental  rout¬ 
ing.  Braniff  also  points  out  that  American’s  service  between 
Little  Rock  and  Dallas-Fort  Worth,  except  for  a  short  period  in 
1941,  has  consisted  of  only  one  round  trip  daily,  and  that  con¬ 
necting  service  to  the  eight  Texas  cities  16  has  been  extremely 
poor.  Braniff  maintains  that  its  proposal  to  improve  Dallas- 
Memphis  service  therefore  is  not  wasteful  but  is  justified  by  the 
needs  of  the  public. 

Chicago  and  Southern  states  that  one  of  the  compelling  reasons 
for  granting  its  proposed  extension  is  that  there  is  a  need  for 
local  services  between  Dallas-Fort  Worth  and  Little  Rock  and 
Memphis.  It  points  out  that  American’s  services  between  these 
points  are  provided  by  transcontinental  schedules  and  that,  by 
reason  of  such  schedules,  short-haul  passengers  are  subjected  to 
extreme  difficulties  in  obtaining  reservations.  Chicago  and  South¬ 
ern  also  points  out  that  such  transcontinental  schedules  are  not 
advantageous  to  short-haul  passengers  because  they  originate  a 
considerable  distance  away  and  are  not  timed  for  local  service. 
Chicago  and  Southern  claims  that  it  could  provide  a  better  local 
service  between  Dallas-Fort  Worth  and  Memphis  than  American 
because  its  main  overhaul  and  maintenance  base  is  located  at 
Memphis,  which  would  permit  it  to  offer  a  variety  of  special 
services  and  dispatch  extra  sections  more  easily  and  economically 
than  American. 

During  the  month  of  September  1947  American  offered  four 
local  schedules  per  day  serving  Memphis,  Little  Rock,  and  Dallas- 
Fort  Worth.  These  schedules  were  provided  with  DC-3  equip¬ 
ment  offering  accommodations  for  88  passengers.  As  previously 
noted,  an  average  of  about  44  local  passengers  per  day  traveled 
between  Memphis,  Little  Rock,  and  Dallas-Fort  Worth  in  Septem¬ 
ber  1946.  In  addition  American’s  transcontinental  services  pro¬ 
vide  eight  trips  between  Memphis  and  Dallas-Fort  Worth  and 
four  between  Little  Rock  and  Dallas-Fort  Worth  which  augment 
the  local  schedules. 

Delta’s  service  between  Dallas-Fort  Worth  and  New  Orleans 
and  Atlanta  during  September  1947  provided  18  daily  trips  be¬ 
tween  Shreveport  and  Dallas-Fort  Worth  with  seating  accommo¬ 
dation  for  396  passengers.  The  total  volume  of  business  between 
Dallas-Fort  Worth  and  all  points  on  Delta’s  system  east  and  soikth 
of  Shreveport  in  September  1946  amounted  to  4,900  passengers, 

14  Wichita  Falls,  Lubbock,  Waco,  Austin,  San  Antonio,  Laredo,  Corpus  Cbrlstl.  and 
Brownsville. 
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or  163  per  day.  This  would  leave  233  available  seats  for  traffic 
between  Shreveport  and  Dallas-Fort  Worth,  which,  as  previously 
noted,  amounts  to  about  55  passengers  daily.  Thus,  while  an 
increase  in  traffic  volume  can  be  anticipated,  we  believe  that 
the  services  provided  by  Delta  and  American  are  meeting  present 
traffic  demands  and  that  an  additional  service  cannot  be  justified 
in  the  absence  of  a  showing  that  the  traffic  will  support  such 
service. 

In  view  of  the  relatively  small  volume  of  new  or  improved 
service  contemplated  by  the  proposals  of  Braniff  and  Chicago 
and  Southern  and  the  comparatively  large  amount  of  undesirable 
duplicate  service  involved,  we  conclude  that  the  public  convenience 
and  necessity  do  not  require  the  establishment  of  the  services  pro¬ 
posed.  Consequently  the  applications  of  Chicago  and  Southern 
and  Braniff  will  be  denied. 

APPLICATION  FOR  LOCAL  FEEDER  SERVICE 

Considerable  evidence  relating  to  the  economic  importance  of 
the  various  cities  was  submitted  by  the  applicants  and  city  inter¬ 
veners.  In  determining  the  need  for  establishing  local  feeder 
service  in  the  Mississippi  Valley  area  we  have  carefully  weighed 
this  evidence  in  the  light  of  our  responsibility  to  foster  and  to 
encourage  the  development  of  a  sound  national  air  transportation 
system  properly  adapted  to  the  needs  of  commerce  and  of  the 
postal  service.  Therefore  in  establishing  new  or  additional  serv¬ 
ices  the  national  public  interest  is  the  controlling  factor  governing 
our  decision  and  not  the  specific  proposal,  in  whole  or  in  part,  of 
any  particular  applicant. 

The  experimental  local  feeder  routes  to  be  awarded  in  this  pro¬ 
ceeding  are  being  established  for  a  limited  period  of  3  years 
primarily  for  the  purpose  of  providing  us  with  information  con¬ 
cerning  actual  air  traffic  experience  among  cities  of  small  popula¬ 
tion  in  the  Mississippi  Valley  area.  Upon  termination  of  the 
temporary  certificates  awarded,  we  will  be  able  to  determine  the 
extent  to  which  the  national  air  transportation  system  ultimately 
requires,  and  can  support,  such  service.  Thus  in  selecting  the 
local  feeder  routes  to  be  established  we  have  considered  only 
those  cities  which  have  reasonable  prospects  for  successful  ex¬ 
perimentation,  rather  than  every  community  or  trade  area  to 
which  such  service  has  been  proposed  herein.  The  1940  popula¬ 
tions  and  the  distance  from  nearest  conventional  air  service  of 
the  uncertificated  cities  of  4,000  and  over  are  set  forth  in  appendix 
No.  2. 

In  the  vast  area  encompassed  by  this  proceeding,  there  are 
three  separate  and  distinct  regions.  The  first,  or  northern  region, 
embraces  the  eastern  part  of  Kansas,  Missouri  in  its  entirety, 
northeastern  Oklahoma,  the  southeastern  parts  of  Iowa  and  Ne¬ 
braska,  western  Illinois,  the  north  and  central  parts  of  Arkansas, 
and  western  Tennessee ;  the  second,  o;r  southern  region,  embraces 
the  States  of  Mississippi  and  Louisiana  in  their  entirety,  the 
eastern  part  of  Texas,  southern  Arkansas,  eastern  Oklahoma, 
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southern  Alabama,  and  the  northwestern  portion  of  Florida ;  and 
•  the  third,  or  midcontinental  region,  embraces  the  area  extending 
from  northwestern  Texas  through  western  Kansas  and  Nebraska 
to  the  central  portions  of  South  Dakota  and  North  Dakota. 

Northern  region. — From  our  study  of  the  record  relating  to  the 
northern  region  as  defined  above,  four  routes  appear  to  be  suit¬ 
able  for  local  feeder  airline  operations,  namely,  between  St.  Ixjmis 
and  Davenport-Moline,  between  St.  Louis  and  Memphis,  between 
St.  Louis  and  Tulsa,  and  between  Kansas  City  and  Tulsa. 

A  local  route  between  St.  Louis  and  Davenport-Moline  would 
provide  air  service  for  the  first  time  to  the  four  substantial  Mis¬ 
sissippi  Valley  cities  of  Hannibal,  Keokuk,  Fort  Madison,  hnd 
Muscatine.  These  cities  have  a  total  population  of  68,290  and 
range  in  size  from  14,000  to  21,000.  They  are  trading  and  dis¬ 
tributing  centers  for  the  upper  Mississippi  Valley  agricultural 
area.  Their  principal  markets  are  in  St.  Louis  and  their  main 
source  of  supplies  and  farm  implements  is  centered  in  the  tri-city 
area  of  Davenport,  Rock  Island,  and  Moline.  Existing  surface 
transportation  facilities  are  generally  unsatisfactory  between 
these  cities  and  a  local  feeder  service  route  would  reduce  travel¬ 
time  considerably.  No  direct  surface  transportation  is  presently 
available  between  St.  Louis  and  Davenport  or  between  Moline  and 
Hannibal,  Quincy,  Keokuk,  Fort  Madison,  and  Burlington.  By 
designating  Quincy  and  Burlington  as  intermediate  points  on  a 
local  feeder  route  between  St.  Louis  and  Davenport  and  Moline 
these  cities  would  be  provided  service  in  a  new  direction.  Quincy 
is  presently  certificated  on  Mid-Continent’s  route  No.  48  between 
St.  Louis  and  Des  Moines  but  it  has  no  service  north  of  Moline. 
Burlington  is  served  by  Braniff  between  Kansas  City  and  Moline 
but  it  has  no  service  south  to  St.  Louis.  This  route  is  ap¬ 
proximately  237  miles  in  length  and  the  average  distance  between 
points  is  34  miles.  1 

A  local  feeder  route  between  St.  Louis  and  Memphis  would  pro¬ 
vide  air  service  for  the  first  time  to  Cape  Girardeau,  Cairo, 
Paducah,  Poplar  Bluff,  Jonesboro,  Dyersburg,  and  Jackson. 
These  seven  cities  have  populations  ranging  from  11,163  to  33,765 
and  a  total  population  of  124,856.  They  trade  almost  exclusively 
with  St.  Louis  and  Memphis  and  lie  along  the  natural  traffic 
channel  of  the  Mississippi  Valley.  The  area  is  principally  agri¬ 
cultural,  the  southern  part  emphasizing  cotton  production  which 
is  marketed  through  Memphis.  Present  transportation  facilities 
between  these  cities  are  comparatively  slow  and  generally  offer 
infrequent  service.  A  local  feeder  air  service  would  reduce 
traveltime  between  the  intermediate  points  and  the  terminal  points 
from  30  minutes  to  5  hours.  The  length  of  this  route  approxi¬ 
mates  540  miles  with  distances  between  points  averaging  60  miles. 

A  local  feeder  route  between  St.  Louis  and  Tulsa  would  provide 
a  convenient  service  to  Jefferson  City,  the  capital  of  Missouri, 
from  Joplin  and  Springfield,  the  two  most  important  cities  in  the 
southwestern  section  of  that  State.  Both  of  these  cities  are  re- 
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ceiving  air  service  at  the  present  time  but  not  toward  Jefferson 
City.  Service  would  also  be  provided  to  Miami,  which  has  a  great 
community  of  interest  not  only  with  Tulsa  but  also  with  Joplin 
and  St.  Louis  as  major  trade  centers.  The  aggregate  city  popula¬ 
tion  which  would  receive  air  service  for  the  first  time  totals 
32,613.  A  local  feeder  route  serving  these  points  would  total 
approximately  380  miles  and  average  76  miles  between  points. 

Establishment  of  a  local  feeder  route  between  Kansas  City  and 
Tulsa  would  connect  the  three  important  eastern  Kansas  cities 
of  Coffeyville,  Chanute,  and  Emporia  with  the  State  capital,  To¬ 
peka,  and  with  Bartlesville,  Okla.  These  three  cities  have  popula¬ 
tions  ranging  from  13,000  to  17,000  and  appear  to  have  a  strong 
community  of  interest  with  Kansas  City  and  Tulsa,  with  each 
other,  and  with  Topeka  and  Bartlesville.  The  aggregate  city 
population  that  would  be  rendered  air  service  for  the  first  time 
totals  40,685.  The  length  of  such  a  route  totals  approximately 
280  miles  with  distances  between  points  averaging  56  miles. 

In  view  of  the  foregoing  we  find  that  the  public  convenience 
and  necessity  require  a  local  feeder  service  over  the  following 
routes:  (a)  between  St.  Louis  and  East  St.  Louis,  as  coterminal 
points,  and  Davenport-Moline  via  Hannibal-Quincy,  Keokuk-Fort 
Madison,  Burlington,  and  Muscatine;  (b)  between  St.  Louis  and 
East  St.  Louis,  as  coterminal  points,  and  Cairo  via  Cape  Girardeau 
and  beyond  Cairo  (1)  to  Memphis  via  Poplar  Bluff  and  Jonesboro, 
and  (2)  to  Memphis  via  Dyersburg  and  Jackson;  (c)  between 
St.  Louis  and  East  St.  Louis,  as  coterminal  points,  and  Tulsa  via 
Jefferson  City,  Springfield,  Joplin,  and  Miami;  and  (d)  between 
Kansas  City  and  Tulsa  via  Topeka,  Emporia,  Chanute,  Coffey¬ 
ville,  and  Bartlesville. 

We  dp  not  believe  that  the  traffic  potentialities  of  the  local 
feeder  routes  proposed  by  the  applicants  in  other  portions  of  this 
region  are  sufficient  to  justify  their  establishment  in  addition  to 
the  routes  we  have  selected  above.  For  example,  service  has  been 
proposed  between  Kansas  City  and  St.  Louis  via  various  inter¬ 
mediate  points.  TWA  is  presently  operating  between  these  cities 
and  is  authorized  to  serve  the  intermediate  point  Columbia.  In 
this  proceeding  we  are  adding  Jefferson  City  as  an  intermediate 
point  in  the  extension  of  Mid-Continent’s  route  from  Kansas  City 
to  St.  Louis.  Considering  the  competitive  effect,  the  short  dis¬ 
tances,  and  the  amount  of  circuity  that  would  be  involved  in  a 
route  to  serve  the  other  communities  without  air  service,  it 
does  not  appear  that  a  local  feeder  air  service  between  Kansas 
City  and  St.  Louis  would  be  economically  feasible  or  would  ef¬ 
fectively  meet  the  needs  of  the  public. 

Several  of  the  applicants  have  proposed  routes  over  the  moun¬ 
tainous  Ozark  country  in  Missouri  and  Arkansas  which  is  roughly 
within  the  area  bounded  by  the  cities  of  Springfield,  Fort  Smith, 
Little  Rock,  and  Jonesboro.  These  proposals  generally  include 
Springfield  and  Jonesboro  as  intermediate  points  between  Kansas 
City  and  Memphis.  In  the  Kansas  City-M emphis-Florida  case, 
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supra,  we  certificated  Chicago  and  Southern  for  a  Kansas  City- 
Memphis  route  via  Springfield.  The  record  herein  establishes 
that  there  is  no  appreciable  community  of  interest  between  the 
smaller  cities  on  either  side  of  the  Ozark  country  that  would  be 
served  by  a  local  feeder  service.  The  communities  of  interest  of 
these  cities  are  limited  almost  entirely  to  the  nearest  large  cjity. 
For  this  reason  we  find  no  need  for  a  local  feeder  route  that  wcjuld 
link  the  smaller  cities  along  the  Mississippi  River,  such  as  Jones¬ 
boro  and  Poplar  Bluff,  with  the  other  smaller  cities  in  the  Tulsa- 
Kansas  City  area,  such  as  Coffeyville  and  Miami. 

The  examiners  recommended  a  local  service  route  between 
Tulsa  and  Memphis  via  Fayetteville,  Fort  Smith,  Russellville,  Hot 
Springs,  Little  Rock,  Stuttgart,  and  Helena  principally  to  serve 
the  central  part  of  Arkansas.  At  the  present  time  Braniff  is 
authorized  to  operate  between  Oklahoma  City  and  Memphis  via 
the  intermediate  points  Tulsa,  Muskogee,  Fort  Smith,  and  Little 
Rock.  Little  Rock  is  also  served  by  Chicago  and  Southern  and 
American,  and  Fort  Smith  is  served  by  Mid-Continent.  In  addi¬ 
tion,  we  are  authorizing  Chicago  and  Southern  to  serve  Hot 
Springs  in  this  proceeding.  It  would  appear  that  support  of  the 
route  recommended  by  the  examiners  would  have  to  come  prin¬ 
cipally  from  Fayetteville,  Russellville,  Stuttgart,  and  Helena. 
These  communities  are  primarily  agricultural  and  with  an  average 
population  of  a  little  over  7,000  persons  the  traffic  potential  is  not 
encouraging.  In  the  light  of  the  competition  that  would  result 
from  the  duplication  of  BranifFs  service  between  Tulsa  and 
Memphis,  it  appears  that  such  a  route  has  little  possibility  of 
success  without  substantial  cost  to  the  Government.  We  there¬ 
fore  find  that  it  is  not  required  by  the  public  convenience  and 
necessity. 

Selection  of  carrier. — In  the  Great  Lakes  Area  Case,  supra,  we 
deferred  that  portion  of  the  application  of  Chicago  and  Southern, 
Docket  No.  1949,  for  a  local  service  route  between  St.  Louis  apd 
Memphis  for  consideration  with  this  case.  The  traffic  to  be 
served  at  the  intermediate  points  included  on  this  route  is  pre¬ 
dominantly  local  in  nature  and  the  service  logically  can  be  In¬ 
tegrated  with  other  segments  of  a  local  feeder  system  in  this 
area.  For  this  reason  the  selection  of  Chicago  and  Southern 
would  appear  contrary  to  the  public  interest.  The  situation  here 
presented  is  different  from  that  involved  in  our  grant  of  addi¬ 
tional  intermediate  points  to  TWA  in  the  Great  Lakes  Area  CaJse. 
The  intermediate  points  here  are  much  smaller  than  those  awarded 
to  TWA  and  the  potential  traffic  is  much  lighter.  Further,  it  is 
doubtful  if  the  number  of  intermediate  points  to  be  served  or 
the  length  of  the  route  segment  is  sufficient  to  permit  an  eco¬ 
nomical  operation  by  Chicago  and  Southern  as  a  local  service. 
We  therefore  find  that  the  application  of  Chicago  and  Southern 
as  deferred  from  the  Great  Lakes  Area  Case  should  be  denied. 

Nine  applicants  have  applied  for  authority  in  this  proceeding 
to  engage  in  local  air  transportation  in  the  northern  regioln. 
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Parks,  Trans-Texas,  Eagle,  and  Southern  Commercial  have  ap¬ 
plied  for  a  Memphis-St.  Louis  route;  Parks,  Spartan,  and  Ozark 
have  each  proposed  a  Tulsa-Kansas  City  and  a  Tulsa-St.  Louis 
service;  and  Parks  and  Burlington  have  proposed  St.  Louis- 
Davenport-Moline  service.  Kansas  City  Airways  has  proposed 
service  to  all  of  the  points  that  we  have  designated  on  the  Tulsa- 
Kansas  City  and  Tulsa-St.  Louis  routes  with  the  exception  of  the 
terminals  Tulsa  and  St.  Louis  and  the  intermediate  point  Bartles¬ 
ville.  South  Central  proposed  five  routes  out  of  Fayetteville  to 
Tulsa,  Wichita,  Kansas  City,  St.  Louis,  and  Memphis  to  serve 
many  of  the  points  we  have  designated.  While  Parks  alone  has 
applied  for  all  of  the  routes  that  we  have  selected,  the  other  appli-  i 
cants  have  expressed  a  willingness  to  serve  any  point  in  the  gen¬ 
eral  area  and  they  may  therefore  be  considered  as  seeking  to 
operate  any  services  found  to  be  required  in  the  northern  region. 

As  previously  pointed  out,  a  summary  of  the  proposals  of  these 
applicants  is  set  forth  in  appendix  No.  1.  We  are  satisfied  from 
the  evidence  in  this  case  that  each  is  competent  to  undertake  local 
feeder  operations.  The  traffic  potential  of  the  routes  we  have 
selected  for  experimentation  does  not,  however,  justify  their 
operation  by  more  than  one  carrier  and  we  must  therefore  de¬ 
termine  which  applicant  is  best  suited  in  the  public  interest  to 
conduct  the  required  services.  i 

In  the  Texas-Oklahoma  Case,  supra,  we  awarded  Trans-Texas 
extensive  local  feeder  routes  in  western,  central,  and  southern 
Texas.  Its  sphere  of  operation  is  centered  in  that  area  and  we 
do  not  believe  that  its  operation  should  be  extended  into  and 
across  the  Mississippi  Valley  region.  Obviously  there  would  be 
no  logical  integration  between  an  operation  in  Texas  with  a  north- 
south  operation  along  the  Mississippi  Valley,  and  we  therefore 
find  that  Trans-Texas  should  not  be  selected  to  provide  the  service 
herein  found  required. 

The  applications  of  Burlington,  Eagle,  and  Southern  Bus  for 
the  most  part  contemplate  air  service  between  points  now  served 
by  their  parent  corporations,  the  Chicago,  Burlington  and  Quincy  j 
Railroad  Company,  Missouri  Pacific  Railroad,  Texas  Pacific  Rail¬ 
way,  and  Southern  Bus  Lines,  Inc.,  respectively.  The  object  of 
these  proposals  is  to  provide  a  coordinated  surface-air  transporta¬ 
tion  service  through  the  joint  use  of  facilities,  executives,  and 
operating  and  maintenance  personnel.  The  routes  which  we  have 
established  do  not  coincide  with  those  proposed  by  these  appli¬ 
cants  and  consequently  there  could  be  no  close  integration  of  the 
required  air  service  with  the  surface  operations  of  the  parent 
corporations.  In  fact  there  is  such  diversity  that  authorization 
of  any  one  of  them  would  necessitate  an  almost  complete  abandon¬ 
ment  of  their  over-all  scheme  of  operation.  While  the  service 
could  be  conducted  as  an  undertaking  entirely  separate  from  the 
rail  or  bus  operations,  it  would  nevertheless  be  under  manage¬ 
ment  which  is  already  involved  in  extensive  surface  transporta¬ 
tion  operations.  In  contrast,  an  independent  operator  whose  sole 
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interest  is  to  conduct  air  services  could  with  undivided  attention 
direct  all  of  its  energies  and  managerial  ingenuity  to  the  de¬ 
velopment  of  air  traffic  alone,  which  in  our  opinion  is  essential 
to  the  ultimate  success  of  the  experimental  local  feeder  program. 
There  are  other  applicants  whose  proposals  show  a  superiority 
for  testing  the  potentialities  of  the  service  we  have  authorized 
and  we  therefore  find  that  Burlington,  Eagle,  and  Southern  Bus 
should  not  be  selected  to  provide  the  service  herein  found  required 
by  the  public  convenience  and  necessity. 

Under  the  sponsorship  of  Braniff,  Kansas  City  Airways  pro¬ 
poses  a  clover-leaf  route  operation  to  serve  the  trade  area  of 
Kansas  City.  With  the  exception  of  the  Kansas  City-Tulsa  seg¬ 
ment,  the  routes  here  found  required  are  outside  of  the  Kansas 
City  trade  area.  Although  Kansas  City  Airways  may  be  con¬ 
sidered  as  an  applicant  for  service  outside  of  this  area  there  are 
other  companies  in  the  case  whose  proposals  more  nearly  coincide 
with  our  route  pattern  and  who  are  independent  of  any  relation¬ 
ship  with  an  existing  carrier.  We  therefore  find  that  Kansas 
City  Airways  should  not  be  selected  to  provide  the  required 
service. 

In  connection  with  the  proposal  of  Kansas  City  Airways, 
Braniff  filed  an  application  in  Docket  No.  1791  requesting  Ap¬ 
proval  of  the  Board  under  section  408  of  the  Act  of  the  acquisition 
of  control  of  Kansas  City  Airways  if  the  facts  indicate  that  such 
control  exists.  In  view  of  our  denial  of  the  application  of  Kansas 
City  Airways  the  question  of  approval  or  disapproval  of  Braniff’s 
relationship  with  Kansas  City  Airways  becomes  moot  and  the 
application  of  Braniff  in  Docket  No.  1791  will  be  dismissed. 

Spartan,  Ozark,  South  Central,  Southern  Commercial,  and  Parks 
have  presented  cases  demonstrating  a  proper  organizational  basis 
for  conducting  local  feeder  air  transportation  services  and  each 
has  submitted  a  comprehensive  plan  of  operation  made  by  persons 
qualified  in  aviation  and  transportation  matters.  Our  study  of 
the  record  leads  us  to  the  conclusion,  however,  that  Parks  should 
be  selected  to  conduct  the  experimental  service  required.  Nope 
of  the  other  applicants  has  the  long  and  varied  experience  tin 
aviation  that  Parks  has  had  in  this  immediate  area.  In  addition 
to  conducting  fixed-base  operations  at  East  St.  Louis  and  Kansas 
City,  Parks  has  operated  a  noncommercial  student  airline  for 
the  past  12  years.  During  the  war  it  also  conducted  an  extensile 
air  training  program.  Operation  of  the  four  routes  that  we  haye 
found  required  could  be  centered  at  St.  Louis  and,  with  the  ad¬ 
vantage  of  having  its  headquarters,  trained  staff,  and  main  base 
of  operations  at  its  own  airport  at  East  St.  Louis,  it  would  appear 
that  Parks  could  conduct  operations  more  economically  than  the 
other  applicants.  The  routes  already  awarded  to  Parks  in  the 
adjacent  areas  encompassed  by  the  North  Central  Case  and  the 
Great  Lakes  Area  Case,  supra,  are  not  only  so  related  to  the 
routes  established  herein  as  to  give  promise  of  an  efficient  apd 
economically  sound  operation  but  their  natural  geographical  hjt- 
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tegration  also  appears  adapted  to  the  normal  flow  of  the  traffic 
in  and  between  these  areas. 

Although  the  record  sufficiently  sustains  the  selection  of  Parks, 
it  is  significant  that  the  incidental  result  of  its  selection  will  dem¬ 
onstrate  the  effectiveness  of  increased  size  of  local  operations  in 
meeting  the  problems  of  operating  costs,  equipment,  utilization, 
and  financing.  In  view  of  the  foregoing  considerations  and  all 
the  facts  of  record  we  find  that  Parks  should  be  selected  to  operate 
the  experimental  local  routes  hereinabove  found  to  be  required. 
We  further  find  that  Parks  is  fit,  willing,  and  able  to  provide  that 
service. 

In  Docket  No.  1670  Parks  seeks  approval  under  section  408 
of  the  Act  of  its  relationship  with  Parks  Air  College,  Inc.,  and 
Parks  Aircraft  Sales  &  Service,  Inc.  This  application  was  also 
consolidated  in  the  Great  Lakes  Area  Case .  The  new  route  seg¬ 
ments  awarded  to  Parks  herein  will  be  included  in  the  certificate 
to  be  issued  to  Parks  in  the  North  Central  Case.  Since  the  issu¬ 
ance  of  that  certificate  is  contingent  upon  approval  under  section 
408  of  Parks’  relationship  with  other  aeronautical  enterprises,  it 
is  not  necessary  to  pass  upon  the  Parks’  section  408  application  in 
the  present  case. 

Southern  region. — A  wide  variety  of  services  are  proposed  in 
the  present  proceeding  by  the  so-called  feeder  applicants  and  by 
the  existing  carriers  south  of  Memphis.  In  addition,  in  the 
Southeastern  States  Case,  supra,  the  Board  deferred  proposals  for 
additional  local  service  in  Mississippi,  Louisiana,  Alabama,  and 
Georgia,  which  will  be  considered  in  this  opinion. 

Some  of  the  routes  in  the  Mississippi  Valley  Case  extend  from 
Texas  and  western  Louisiana  points  to  New  Orleans,  and,  since 
they  would  substantially  duplicate  those  of  existing  carriers,  in 
our  opinion  they  would  not  be  in  the  public  interest.  We  are 
hereinafter  certificating  Lafayette  and  New  Iberia  on  Eastern’s 
route  No.  5  and  Galveston  and  Beaumont  on  Trans-Texas’  system 
out  of  Houston.  With  these  exceptions  we  find  no  justification 
for  any  additional  authorization  in  the  area  between  Texas  and 
New  Orleans.  We  have  pointed  out  before  our  reasons  for  con¬ 
cluding  that  Arkansas  does  not  require  services  in  addition  to 
those  we  have  authorized  herein  for  Hot  Springs,  El  Dorado,  and 
Jonesboro. 

Much  of  the  service  proposed  south  of  Memphis  lies  in  the 
States  of  Mississippi  and  Louisiana.  The  only  cities  in  Missis¬ 
sippi  presently  receiving  air  service  are  Jackson,  Meridian,  Green¬ 
wood,  and  Gulfport.  In  the  Southeastern  States  Case  Tupelo  and 
Columbus  were  designated  as  points  on  Southern  Airways’  system 
to  receive  service  on  a  local  route  between  Memphis  and  Atlanta. 
An  examination  of  the  record  in  this  proceeding  discloses  that 
there  are  six  important  Mississippi  cities  without  scheduled  air 
transportation  and  that  they  are  considerably  removed  from  such 
service.  Their  populations,  available  airport  facilities,  and  dis- 
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tances  from  the  nearest  scheduled  air  service  are  shown  in  the 
footnote.17 

There  are  six  cities  in  Louisiana  now  served  by  air.  Bogalusa, 
Gretna,  Lafayette,  and  New  Iberia  are  the  only  cities  with  1940 
populations  of  10,000  or  more  that  are  not  receiving  air  service. 
Gretna  is  only  3  miles  from  service  at  New  Orleans,  and,  as 
pointed  out  above,  Lafayette  and  New  Iberia  are  being  certificated 
herein  for  service  on  Eastern’s  route  No.  5.  Bogalusa  is  in  j  the 
extreme  southeastern  part  of  Louisiana  and  is  relatively  isolated 
from  the  rest  of  the  State.  Its  principal  community  of  interest 
is  with  New  Orleans,  and  it  will  be  designated  for  service  on  |  the 
local  route  we  have  hereinafter  established  between  Meridian  and 
New  Orleans.  As  shown  in  the  footnote,18  of  the  remaining 
Louisiana  cities  without  air  transportation  there  are  4  with  pop¬ 
ulations  between  7,500  and  10,000,  14  between  5,000  and  7,500, 
and  8  between  4,000  and  5,000. 

In  the  first  group  Opelousas  and  Crowley  are  18  and  23  miles, 
respectively,  from  Lafayette,  and  West  Monroe  is  only  2  miles 
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1  Suitable  airport  facilities  not  presently  available  for  scheduled  passenger  service. 
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from  service  at  Monroe.  Houma,  with  a  population  of  9,052,  has 
a  satisfactory  airport  and  is  located  48  miles  from  New  Orleans. 

Eight  of  the  cities  in  the  second  group  are  less  than  35  miles, 
or  about  an  hour  by  normal  surface  traveltime,  from  scheduled 
air  service.  Tallulah  is  only  18  miles  from  Vicksburg  which  will 
be  designated  for  service  on  the  local  route  hereinafter  established 
between  Memphis  and  New  Orleans.  Only  four  of  the  other  six 
cities  in  this  second  group,  namely,  Eunice,  Hammond,  Jennings, 
and  Natchitoches,  have  adequate  airport  facilities.  In  the  third 
group  Pineville  and  Westwego  are  2  and  6  miles,  respectively, 
from  Alexandria  and  New  Orleans,  and  only  Covington  and  Mans¬ 
field  have  suitable  airport  facilities.  - 

From  our  study  of  the  evidence  of  record  in  the  Southeastern 
States  Case,  supra,  we  find  local  air  transportation  service  is 
justified  between  Memphis  and  Jackson  via  Clarksdale,  Green¬ 
ville,  and  Vicksburg.  Such  a  route  would  serve  the  rich  farming 
and  forestry  section  of  the  north  Delta  country  of  Mississippi  and 
a  part  of  the  State’s  rapidly  developing  petroleum  industry.  It 
would  not  only  provide  a  more  direct  and  rapid  means  of  trans¬ 
portation  between  the  intermediate  points  and  their  major  trad¬ 
ing  centers,  Memphis  and  Jackson,  but  also  give  them  access  to 
all  parts  of  the  Nation  through  connections  with  trunk-line  car¬ 
riers  at  those  points. 

The  Southeastern  States  record  also  shows  that  in  the  eastern 
part  of  Mississippi  the  public  convenience  and  necessity  require 
a  local  route  extending  south  from  Columbus  to  Meridian  and 
Jackson.  Such  a  route  would  afford  Columbus  air  service  to 
Meridian,  with  which  it  has  a  substantial  community  of  interest, 
and  Jackson,  the  capital  city.  By  connection  at  Columbus  with 
the  Memphis-Atlanta  route  awarded  to  Southern  Airways,  Inc.,  in 
the  Southeastern  States  Case,  air  service  would  also  be  afforded 
between  Tupelo  and  Jackson,  the  capital  city,  and  between 
Meridian  and  the  cities  of  Memphis  and  Tupelo.  We  recognize, 
of  course,  that  this  route  would  parallel  the  existing  service  of 
Delta  Airlines  between  Meridian  and  Jackson.  However,  this 
segment  involves  only  87  miles  and  any  competition  that  would 
result  would  be  merely  incidental  to  the  provision  of  a  strictly 
local  service  between  the  two  cities. 

Service  in  this  area  was  proposed  in  the  Southeastern  States 
Case  by  Southern  Aviation  Corp.,  Southeastern  Air  Express,  Inc., 
Southern  Airways,  Inc.,  Southern  Bus  Lines,  Inc.,  and  Cotton  Belt 
Air  Line,  Inc.  These  applicants  are  described  in  detail  in  the 
opinion  in  the  Southeastern  States  Case  and  reference  is  made  to 
the  discussion  of  their  operating  plans  and  organization.  While 
in  almost  every  case  the  record  will  permit  a  finding  that  each 
company  is  fit,  willing,  and  able  to  conduct  local  operations,  we 
have  come  to  the  conclusion  that  the  required  service  can  be  best 
provided  by  Southern  Airways. 

In  the  Southeastern  States  Case,  Southern  Airways  was 
awarded  a  system  extending  from  Memphis  to  Atlanta  and  beyond 
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to  Jacksonville,  Charleston,  and  Charlotte.  This  company  should 
be  able  to  operate  the  routes  authorized  herein  without  any  ap¬ 
preciable  increase  in  managerial  expenses  and  for  this  reason 
to  conduct  a  more  economical  operation  than  could  a  new  carrier.. 

In  addition,  the  routes  can  be  integrated  with  Southern  Air¬ 
ways’  present  system  which  extends  south  from  Memphis  through 
Tupelo  and  Columbus  to  Birmingham.  The  new  route  pattern 
herein  laid  out  extends  north  from  Jackson  and  Meridian  to  Co¬ 
lumbus  and  from  Jackson  to  Memphis.  Provision  of  the  service 
by  Southern  Airways  would  enable  that  company  to  operate  be¬ 
tween  Memphis  and  Columbus  via  Jackson  with  resulting  econ¬ 
omies  which  would  not  be  possible  with  an  independent  company. 
Facilities  at  Memphis  and  Columbus  would  not  only  be  duplicated 
by  a  new  carrier  but  that  carrier  would  be  confronted  with  an 
operational  problem  as  a  result  of  the  separate  route  segments 
terminating  at  Columbus  and  Memphis.  On  the  other,  habd. 
Southern  Airways  would  be  permitted  more  efficient  use  of  ground 
facilities  at  these  common  points  and  greater  utilization  of  flight 
equipment.  Moreover,  Southern  Airways  will  be  able,  if  suffi¬ 
cient  traffic  is  found  to  exist  to  justify  it,  to  establish  through 
service  from  Jackson  and  Meridian  to  points  on  its  route  from 
Memphis  to  Atlanta  and  beyond,  resulting  in  improved  service 
to  the  public  which  could  not  be  provided  by  another  carrier  in 
the  absence  of  an  interchange  agreement. 

There  is  no  evidence  in  the  record  in  the  Mississippi  Valley 
Case  which  would  compel  a  different  conclusion  with  respect  to 
either  the  route  pattern  we  have  established  above  or  our  selection 
of  carrier. 

We  have  analyzed  the  records  in  the  Mississippi  Valley  Case 
and  in  Southeastern  States  Case  and  have  come  to  the  conclusion 
that  additional  feeder  service  is  justified  in  the  area  south  Jof 
Meridian.  We  find  that  a  local  route  should  be  established  from 
Meridian  to  Laurel  and  Hattiesburg  and  beyond  in  two  direc¬ 
tions:  (1)  to  Bogalusa  and  New  Orleans,  and  (2)  to  Mobile, 
Gulfport-Biloxi,  and  New  Orleans.  This  route  would  provide  a 
needed  service  for  Laurel  and  Hattiesburg,  important  cities  in 
that  part  of  the  State,  by  connecting  them  by  air  with  Gulf  ports 
and  with  New  Orleans.  This  route  would  also  provide  air  service 
to  Bogalusa,  an  important  Louisiana  community  having  a  1940 
population  of  14,604  and  now  located  84  miles  from  scheduled 
air  transportation.  We  also  find  that  a  route  from  Jackson  to 
New  Orleans  with  stops  at  Natchez  and  Baton  Rouge  would  serve 
a  public  need.  Such  a  route  would  connect  the  capital  of  Missis¬ 
sippi  with  the  capital  of  Louisiana  and  provide  service  to  these 
two  cities  for  Natchez,  a  substantial  agricultural  and  industrial 
city  of  Mississippi,  with  which  it  has  a  substantial  community  <j>f 
interest.  By  connection  at  Jackson,  it  would  also  link  a  number 
of  cities  on  the  Mississippi  River  between  Memphis  and  New  Or¬ 
leans  which  have  a  substantial  community  of  interest  with  each 
other.  i 
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In  addition  to  the  applicants  in  the  Southeastern  States  Case 
who  must  be  considered  in  connection  with  the  routes  south  of 
Jackson  and  Meridian  there  are  11  applicants 19  in  the  Mississippi 
Valley  Case  who  contemplate  local  feeder  services  in  the  southern 
region.  A  summary  of  the  proposals  of  the  latter  applicants  is 
set  forth  in  appendix  No.  1,  which  also  shows  the  organization 
and  operating  plans  of  the  various  applicants.  After  careful 
consideration  of  the  records  in  the  two  cases  it  is  our  conclusion 
that  the  routes  south  of  Jackson  and  Meridian  would  form  a 
logical  part  of  the  Southern  Airways  System  and  should  be 
awarded  to  that  carrier.  Southern  will  have  facilities  at  Merid¬ 
ian,  Jackson,  and  Vicksburg  which  would  be  duplicated  if  a  new: 
carrier  were  authorized  to  provide  the  service. 

In  deciding  upon  Southern  Airways  to  operate  the  routes  south 
of  Jackson  and  Meridian  a  procedural  question  arises  as  to  the 
propriety  of  that  carrier’s  operating  these  routes,  particularly 
those  sections  involving  Baton  Rouge  and  New  Orleans.  Tech¬ 
nically  speaking,  Southern  Airways  was  not  an  applicant  in  the 
Mississippi  Valley  Case.  But  from  the  very  initiation  of  its  orig¬ 
inal  application,  filed  in  January  1944,  Southern  Airways  was 
an  applicant  to  serve  New  Orleans  and  the  adjacent  territory. 
Following  the  filing  of  that  original  application  by  Southern  Air¬ 
ways,  which  covered  routes  in  Louisiana,  Mississippi,  Tennessee, 
Alabama,  Georgia,  and  Florida,  the  Board  proceeded  to  divide 
the  United  States  into  different  areas  to  enable  a  more  orderly 
and  expeditious  handling  of  the  many  applications  that  had  been 
filed.  Florida  became  one  area  and  the  southeastern  States  an¬ 
other.  The  application  of  Southern  Airways  was  thus  severed  by 
the  Board,  a  portion  of  it  assigned  to  the  Florida  Case  and  the 
remainder  to  the  Southeastern  States  Case. 

In  the  Florida  Case,  6  C.A.B.  765  (1946) ,  which  involved  service 
from  Florida  points  to  New  Orleans,  although  the  Board  found 
Southern  Airways  fit,  willing,  and  able,  it  chose  to  designate  for 
other  reasons  a  different  carrier  for  the  routes  found  necessary 
and  convenient  in  that  case.  In  the  Southeastern  States  Case,  at 
the  time  of  the  prehearing  conference,  the  Board  decided  to  ex¬ 
clude  New  Orleans  from  the  area  to  be  covered  in  that  proceeding. 
Southern  Airways  consequently  amended  its  original  application 
to  designate  Mobile  in  place  of  New  Orleans  as  its  southwestern 
terminal,  but  retained  expressly  its  request  to  serve  any  terminals 
or  intermediate  points  within  the  general  area  where  the  company 
proposed  service.  It  thus  remained  an  applicant  for  service  to 
New  Orleans,  but  was  not  awarded  the  extension  to  New  Orleans 
in  the  Southeastern  States  Case  because  of  the  limitation  placed 
upon  the  area  in  that  proceeding.  In  the  Southeastern  States 
Case,  the  Board  found  Southern  Airways  again  fit,  willing,  and 
able,  and  awarded  it  the  routes  therein  described. 

Meanwhile  the  Mississippi  Valley  Case  was  concurrently  being 

*•  Chicago  and  Southern,  National,  Southern  Commercial.  Key,  Ark-La-Tex,  Magnolia. 
Spartan,  Eagle.  Southern  Bus.  Pioneer  (formerly  Essalr,  Inc.),  and  Trans-Texas  (for¬ 
merly  Aviation  Enterprises). 
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heard.  Southern  Airways,  already  an  applicant  for  New  Orletans 
in  two  proceedings,  chose  not  to  make  a  formal  application  in  [the 
Mississippi  Valley  Case.  It  did,  however,  continue  to  press  in 
that  case  for  the  award  of  the  routes  to  New  Orleans.  It  in¬ 
tervened  pursuant  to  section  285.4  (b)  of  the  Rules  of  Practice 
of  the  Board  for  this  very  purpose.20  It  stated  this  explicitly  in 
the  hearing  before  the  examiner,  asserting  that  “by  virtue  of  the 
provision  in  the  company’s  application  that  it  is  willing  to  serve 
any  terminals  or  intermediate  points  within  the  general  area 
where  the  company  proposes  service,  the  Board  has  authority  to 
issue  a  certificate  to  Southern  Airways  to  serve  New  Orleans  as 
a  southern  terminal  should  the  Board  determine  that  such  a  cer¬ 
tificate  is  required  by  the  public  convenience  and  necessity.” 
(Transcript,  pp.  1644-45.)  It  added:  “The  principal  point 
which  the  company  wishes  to  make  at  this  time  is  that  it  is  in¬ 
cumbent  upon  public  counsel  and  the  examiners  to  call  expressly 
to  the  attention  of  the  Board  the  above  facts,  and  to  point  out 
that  Southern  Airways,  through  its  affirmative  case  in  the  South¬ 
eastern  States  proceeding,  is  an  active  applicant  for  a  local  feeder 
route  between  Memphis  on  the  one  hand  and  New  Orleans  or 
Mobile  on  the  other.”  No  objection  by  any  applicant  was  made 
to  this  contention  of  counsel  for  Southern  Airways. 

Southern  Airways  maintained  this  position  consistently 
throughout  the  entire  proceeding  in  the  Mississippi  Valley  Cose. 
Its  brief  to  the  examiners,  page  9,  restates  that  position.  Ex¬ 
ceptions  6  and  7  to  the  report  of  the  examiners  reiterate  the 
point  Its  oral  argument  before  the  Board  centered  almost  wholly 
on  that  issue.  Its  brief  to  the  Board  again  sets  forth  the  same 
position.  '  I 

In  the  light  of  this  record — active  participation  in  two  con¬ 
current  proceedings  and  five  separate  statements  in  the  Missis¬ 
sippi  Valley  Case  in  each  of  which  it  emphatically  maintained 
that  its  intervention  was  for  the  purpose  of  having  its  application 
in  the  Southeastern  States  Case  for  New  Orleans  (which  was 
enforcedly  curtailed  to  designate  Mobile  as  the  southern  terminal) 
considered  in  that  case — it  is  idle  to  say  that  the  parties  were  not 
on  notice  of  the  nature  of  Southern  Airways’  intervention  and 
the  character  of  this  petition  for  intervention  as  an  application 
to  attach  service  to  New  Orleans  to  the  broader  route  system  at 
issue  in  the  Southeastern  States  Case.  The  selection  of  Southern 
Airways  as  the  carrier  for  this  segment  cannot  therefore  jbe 
alleged  to  come  as  a  surprise  to  the  other  applicants. 

It  is  obviously  in  the  public  interest  that  proceedings  of  tljiis 
character  should  be  brought  to  a  conclusion  as  rapidly  as  possible. 
To  defer  the  selection  of  a  carrier  for  the  routes  south  of  Jackson 
and  Meridian  appears  to  be  in  substance  a  retrying  of  issues 
which  have  already  been  fully  tried  and  of  which  the  parties  have 
had  ample  notice. 

*•  Southern  Airways  originally  had  a  portion  of  Its  application  consolidated  herein,  hut 
It  was  dismissed  at  Its  request. 
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It  should  be  noted  that  the  dispositions  of  route  applications 
are  not  in  essence  adversary  proceedings.  They  are  required  un¬ 
der  the  law  to  be  conducted  in  a  manner  which  will  give  interested 
parties  notice  and  the  opportunity  to  be  heard.  But  we  should 
look  to  the  substance  of  that  requirement  and  not  be  stifled  by 
black-letter  formalities  from  doing  justice  to  the  public  interest 
as  well  as  to  the  parties.  We  have  thoroughly  considered  the 
voluminous  evidence  presented  by  the  many  parties  to  both  pro¬ 
ceedings.  The  evidence,  particularly  that  in  the  Mississippi  Val¬ 
ley  Case,  establishes  that  local  service  routes  are  required  in  the 
New  Orleans  area.  It  is  equally  clear  on  the  record  that  these 
routes  can  be  served  most  adequately  in  connection  with  a  sys¬ 
tem  extending  at  least  to  Jackson  and  Meridian  on  the  north  and 
to  Mobile  in  the  west.  And  in  our  judgment  Southern  Airways 
can  perform  that  service  better  than  the  other  applicants  and  is 
entitled  to  be  selected  for  that  service. 

Nevertheless,  as  a  protection  to  all  parties  in  both  proceedings 
who  may  feel  that  they  have  been  deprived  of  the  opportunity  to 
present  some  further  evidence  or  reason,  not  heretofore  called  to 
our  attention,21  as  to  why  our  selection  of  Southern  Airways  as 
the  carrier  is  in  error,  we  will  make  the  award  of  the  feeder 
routes  south  of  Jackson  and  Meridian  subject  to  the  right  of  other 
parties  in  the  Mississippi  Valley  Case  and  the  Southeastern  Stales 
Case  to  file  a  petition  within  20  days  from  the  date  of  adoption  of 
this  opinion  requesting  further  hearing  on  the  question  whether 
the  public  interest  will  best  be  served  by  the  selection  of  Southern 
Airways,  Inc.,  to  provide  service  on  the  feeder  routes  south  of 
Jackson  and  Meridian. 

Midcontinental  region. — West  Central  and  Mahon  propose  a 
north-south  service  in  the  midcontinental  region.  West  Central 
seeks  a  route  between  Amarillo  and  Bismarck  via  23  intermediate 
points,22  and  Mahon  proposes  a  similar  operation  involving  two 
routes  out  of  Dodge  City  via  11  intermediate  points  with  Amarillo 
and  North  Platte  as  termini.  The  route  proposed  by  West  Cen¬ 
tral  totals  1,313  miles  and  would  serve  an  aggregate  population 
of  202,167  persons.  Mahon’s  proposal,  extending  590  route  miles, 
would  serve  a  total  population  of  48,722.  Out  of  the  25  com¬ 
munities  proposed  to  be  served  by  West  Central  8  are  presently 
certificated.  The  population  of  the  remaining  17  communities 
averages  only  4,586  persons  per  city.  Mahon’s  operations  would 
serve  14  communities  of  which  3  are  presently  receiving  air 
service.  The  populations  of  the  noncertificated  cities  average 
4,156  persons. 

31  It  Is  obvious,  of  course,  that  the  addition  of  Baton  Rouge  and  New  Orleans  to 
Southern's  routes  will  make  possible  a  one-carrier  service  between  those  points  and  a 
number  of  other  points  (Including  Mobile,  Atlanta,  Birmingham,  Jacksonville,  and 
Charlotte,  to  name  only  a  few)  now  receiving  one-carrier  service  from  National  or 
Eastern  or  both.  The  diversion  which  will  result,  however,  will  be  relatively  Insignificant 
In  view  of  the  circuity  and  number  of  stops  Involved;  for  example.  In  service  by 
Southern  between  Baton  Rouge  and  Jacksonville  or  Charlotte,  or  the  relatively  short 
distances  Involved  between  service  between  New  Orleans  and  Mobile. 

33  In  Its  original  application  West  Central  proposed  a  linear  route  between  the  termi¬ 
nals  Laredo.  Tex.,  and  Bismarck.  N.  Dak.  That  portion  of  Its  application  proposing 

service  between  Laredo  and  Amarillo  was  denied  In  the  Texas-Oklahoma  Case,  supra. 

\  ^ 
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In  this  region  there  is  no  north-south  air  or  rail  serviceJ  nor 
are  there  any  direct  north-south  highways.  As  shown  by  the 
present  pattern  of  surface  transportation  facilities  the  flow  of 
traffic  in  this  area  appears  to  be  almost  entirely  east-west. 

West  Central  proposes  to  inaugurate  service  with  single-eijgine 
aircraft  in  transporting  mail  and  express  only.  This  operation 
would  be  augmented  later  for  passenger  service  with  two-eiigine 
equipment.  West  Central  contends  that  it  can  operate  a  limited 
feeder  service  in  its  proposed  first  phase  of  operation  and  realize 
a  reasonable  profit  from  mail  pay  at  the  rate  of  25  cents  per  rev¬ 
enue  mile.  Its  total  operating  costs  are  estimated  at  21.62  cents 
per  mile  with  modified  single-engine  BT-13A  aircraft.  Accord¬ 
ing  to  West  Central,  these  aircraft  are  obtainable  from  the  War 
Assets  Administration  at  $5,000  each.  Its  cost  figures  have  been 
computed  on  the  basis  of  one  round  trip  per  day  and  a  93. 6-percent 
performance  factor,  and  are  based  upon  operations  with  the 
BT-13A  equipment  under  the  Army  Air  Forces  training  program 
and  the  experience  of  West  Central's  vice  president  and  general 
manager. 


Our  experience  with  services  of  this  type  indicates  that  the 
estimated  operating  expenses  of  West  Central  are  extremely  opti¬ 
mistic.  For  example,  in  conducting  scheduled  operations  with 
single-engine  aircraft,  All  American  experienced  costs  equivalent 
to  47.62  cents  per  mile  during  the  12-month  period  ended  August 
31,  1946.  Depreciation  for  all  equipment  accounted  for  only  3.36 
cents  of  the  total.  Flying  operations  expenses  equaled  15.85 
cents.  The  mail  rate  set  for  All  American  is  54.7  cents  per  mile 
flown  on  a  maximum  schedule  of  two  round  trips  per  day  over  its 
entire  route.23 


All  American's  route  extends  only  210  miles  farther  than  West 
Central's  proposed  system  and,  although  we  recognize  that  All 
American  has  been  using  a  pick-up  device  which  entails  some 
additional  costs,  we  are  not  persuaded  that  West  Central  could 
conduct  similar  operations  with  single-engine  aircraft  at  less  than 
half  of  the  costs  incurred  by  All  American  with  such  equipment 
after  7  years  of  operating  experience. 

In  conducting  its  proposed  second  phase  of  operation,  West 
Central  would  dispose  of  the  BT-13A  equipment  and  use  Beech- 
craft  18-S  or  a  similar  type  of  aircraft.  It  estimates  total  oper¬ 
ating  revenues  of  47  cents  per  revenue  mile,  including  mail  pay 
at  the  rate  of  25  cents,  and  total  operating  expenses  of  38.53  cents, 
resulting  in  an  expected  net  operating  income  of  10.47  cents  per 
revenue  mile. 

It  has  been  our  observation  in  authorizing  local  feeder  services 
that  generally  the  successful  applicants  have  substantially  under¬ 
estimated  their  costs  and  forecast  revenues  on  an  optimistic  basis 
which  has  been  disproved  in  actual  operations.  In  this  connec¬ 
tion  it  is  significant  that  the  Board's  form  41  reports  show  that 


"  AU  American  Aviation,  Mail  Rates,  8  CAJ.  805  (1947). 
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for  the  first  3  months  of  this  year  one  local  feeder  carrier  using 
Beechcraft  equipment  reported  costs  of  98  cents  per  revenue  mile, 
and  for  the  period  April-June  73  cents  per  revenue  mile.  Con¬ 
ceding  that  West  Central’s  system  would  be  operated  in  a  manner 
which  offers  the  greatest  prospects  of  economy  and  efficiency,  we 
do  not  believe  that  the  proposed  service  through  an  area  where  the 
traffic  potential  is  so  limited  could  be  maintained  without  a  dis¬ 
proportionate  burden  to  the  Government  in  the  form  of  mail  pay. 

In  both  the  first  and  second  phases  of  operation  West  Central 
proposes  one  round  trip  a  day.  It  has  been  the  position  not  only 
of  the  Board  but  also  of  the  Post  Office  Department  that  usually 
two  round  trips  per  day  are  necessary  to  provide  adequate  service 
on  local  feeder  routes.  Thus,  taking  its  mail  rate  of  25  cents  per 
revenue  mile,  the  aggregate  minimum  cost  in  the  form  of  mail 
pay  would  amount  to  $453,220  annually.  This,  of  course,  ignores 
the  fact  that  our  experience  has  been  that  the  mail  pay  ultimately 
required  will  greatly  exceed  25  cents  per  mile. 

The  route  not  only  embraces  service  to  a  number  of  relatively 
small  communities  but  it  offers  air  transportation  in  a  different 
direction  from  that  which  is  manifested  by  the  traditional  travel 
inclinations  of  the  populace.  We  recognize  that  a  majority  of 
these  points  are  relatively  isolated  insofar  as  north-south  trans¬ 
portation  is  concerned.  But  the  community  of  interest  between 
them  is  so  inconsequential  as  to  preclude  any  reasonable  expecta¬ 
tion  of  a  sufficient  volume  of  traffic  developing  to  support  a  local 
feeder  operation  committed  to  the  service  of  an  area  of  such 
relatively  thin  population. 

By  reason  of  the  complete  lack  of  transportation  facilities,  the 
present  volume  of  traffic  and  community  of  interest  between  the 
points  proposed  to  be  served  have  not  developed  to  any  appreciable 
degree.  On  the  basis  of  the  facts  before  us  we  are  unable  to 
conclude  that  the  benefits  which  would  inure  to  the  public  would 
be  substantial  enough  to  justify  the  relatively  high  cost  of  the 
service  to  the  Government. 

Mahon’s  proposal  for  a  route  extending  590  miles  between 
Amarillo  and  North  Platte  is  substantially  the  same  as  the  south¬ 
ern  segment  of  West  Central’s  proposed  route  and  in  the  light 
of  the  above  discussion  it  obviously  would  not  satisfy  a  public 
need  of  sufficient  consequence  to  warrant  its  authorization. 

In  view  of  the  foregoing  we  find  that  the  services  proposed 
by  West  Central  and  by  Mahon  are  not  required  by  the  public 
convenience  and  necessity. 

MAIL  PICK-UP  PROPOSALS 

Dixie,  Kratz,  and  Clear  Ridge  each  propose  mail  pick-up  service 
similar  to  that  conducted  by  All  American.  While  the  exhibits 
of  these  companies  indicate  that  their  proposed  services  would 
accelerate  mail  deliveries,  there  is  no  indication  that  the  present 
mail  service  is  inadequate.  Since  the  bulk  of  the  business  mail 
is  usually  posted  at  the  close  of  day,  and  extensive  day  and  night 
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bus  and  rail  services  operate  in  the  areas  embraced  by  the  appli¬ 
cations,  the  day-contact  operations  proposed  would  expedite  only 
a  small  percentage  of  the  air  mail  dispatched.  The  populations 
of  the  majority  of  points  that  would  be  benefited  by  the  proposed 
service  are  relatively  small  and  the  record  indicates  that  there  are 
no  severe  isolation  problems  to  be  remedied. 

We  are  aware  of  the  principal  value  of  this  type  of  service  to 
provide  air  transportation  of  mail  and  express  to  small,  closely 
connected  communities  incapable  of  supporting  passenger  oper¬ 
ations  by  reason  of  inadequate  airport  facilities,  unusual  terrain, 
or  other  conditions  warranting  special  treatment.  But  we  also 
note  that  this  type  of  air  service  affords  little  opportunity  for 
nonmail  revenue  with  resulting  high  cost  to  the  Government  in 
the  form  of  mail  pay. 

The  air  mail  pick-up  service  that  would  be  rendered  by  these 
applicants  would  be  almost  exclusively  a  mail  service.  The  record 
indicates  that  available  surface  transportation  facilities  would  be 
almost  as  effective  as  the  air  mail  pick-up  service  proposed,  and, 
insofar  as  the  cost  of  providing  mail  service  is  concerned,  jit  is 
clear  that  the  utilization  of  the  surface  facilities  for  carrying 
mail  would  be  considerably  less  expensive  to  the  Government.:  In 
Local,  Feeder,  <md  Pick-Up  Air  Service,  supra,  we  stated  that  the 
Post  Office  Department  would  be  looked  to  in  determining  the 
need  for  additional  pick-up  mail  service.  As  the  principal  user 
of  the  services  proposed,  that  Department  would  bear  a  major 
share  of  the  cost  of  operation.  The  Department  was  represented 
at  the  hearing  but  introduced  no  evidence  in  support  of  the  pro¬ 
posed  operations.  In  view  of  the  foregoing  considerations  we  find 
that  the  service  proposed  by  Dixie  and  Kratz  is  not  required  by 
the  public  convenience  and  necessity. 

The  presentation  of  Clear  Ridge  in  this  proceeding  is  liniited 
to  the  Salina-Wichita  segment  of  a  proposed  route  between  Omaha 
and  Wichita,  one  of  four  routes  considered  in  the  North  Central 
Case.  Out  of  a  total  of  1,800  route  miles  proposed,  only  119  miles 
are  involved  in  this  proceeding.  The  major  part  of  the  applica¬ 
tion  of  Clear  Ridge  was  denied  in  the  North  Central  Case.  It 
has  taken  the  position  that  it  would  not  undertake  operation  of 
the  small  segment  considered  herein  unless  its  entire  system  were 
certificated.  Obviously  this  119-mile  segment  could  not  be  oper¬ 
ated  economically  as  an  independent  route  and  we  find  that  Clear 
Ridge’s  application  herein  should  be  denied. 

SEGMENTS  FROM  THE  TEXAS-0 KLAHOMA  CASE 

The  principal  part  of  Houston’s  original  application  in  Docket 
No.  1394  was  heard  in  the  Texas-Oklahoma  Case.  That  portion 
proposing  a  circular  route  totaling  140  miles  out  of  Orange,  Tex., 
via  the  five  Louisiana  points  of  Lake  Charles,  Jennings,  Crowley, 
Eunice,  and  Quincy,  was  severed  from  Docket  No.  1394,  assigned 
Docket  No.  1528,  and  consolidated  herein.  At  the  hearing  Hous¬ 
ton  stated  that  this  route  segment  should  be  regarded  as  anl  in- 
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tegral  part  of  its  system  as  considered  in  the  Texas-Oklahoma 
Case,  and  if  it  were  not  authorized  in  that  proceeding  it  would 
not  undertake  to  operate  the  segment  involved  here. 

Skylines’  presentation  herein  is  directed  to  three  route  seg¬ 
ments  totaling  603  miles,  namely,  Bartlesville-Kansas  City,  Joplin- 
Kansas  City,  and  Joplin-St,  Louis.  These  segments  were  severed 
from  Docket  No.  1111,  which  was  considered  in  the  Texas - 
Oklahoma  Case,  assigned  Docket  No.  1529,  and  consolidated  for 
hearing  in  this  proceeding.  Skylines  takes  the  position  that  these 
routes  could  not  be  operated  independently  of  its  system  as  pro¬ 
posed  in  the  Texas-Oklahoma  Case,  and  unless  it  received  an  au¬ 
thorization  in  that  case  providing  a  connection  at  Bartlesville  or 
Joplin  it  would  not  be  interested  in  operating  them. 

The  proposals  of  Houston  and  Skylines  in  the  Texas-Oklahoma 
Case  were  denied  by  our  order  of  November  14,  1946,  and  it  is 
clear  that  the  remaining  small  segments  involved  herein  would 
not  be  economically  feasible  as  independent  operations.  Under 
the  circumstances  we  find  that  their  applications  in  Dockets  Nos. 
1528  and  1529,  respectively,  should  be  denied. 

Central’s  proposal  as  consolidated  in  this  proceeding  is  limited 
to  service  between  Liberal  and  Denver  via  La  Junta.  This  is  a 
severed  section  of  a  route  proposed  by  that  carrier  from  Okla¬ 
homa  City  to  Denver  via  the  intermediate  points  El  Reno, 
Watonga,  Woodward,  Liberal,  and  La  Junta.  With  the  exception 
of  this  segment  Central’s  proposed  system  was  heard  in  its  en¬ 
tirety  in  the  Texas-Oklahoma  Case.  In  that  proceeding  we  de¬ 
nied  Central’s  application  for  a  route  between  Oklahoma  City 
and  Liberal,  but  certificated  Woodward  as  an  intermediate  point 
to  be  served  by  that  carrier  on  a  route  between  Amarillo  and 
Tulsa.  We  recognize  that  the  Liberal-Denver  segment  must  be 
regarded  as  an  integral  part  of  its  original  application  for  an 
Oklahoma  City-Denver  route  and  we  will  consequently  consider 
it  upon  that  basis. 

At  the  present  time  Continental  provides  service  between  Den¬ 
ver  and  La  Junta  on  the  one  hand  and  Oklahoma  City  on  the  other. 
The  only  new  service  that  would  be  rendered  by  Central’s  pro¬ 
posal  would  be  to  Liberal,  a  community  with  a  1940  population  of 
only  4,410.  The  extension  of  Central  simply  for  the  purpose 
of  serving  this  point  could  not  be  justified  by  the  traffic  potential. 
It  is  obvious  therefore  that  the  proposed  extension  standing  alone 
would  have  to  rely  upon  the  terminal  cities  to  yield  traffic  which, 
in  view  of  the  present  services  of  Continental  and  Braniff,  would 
be  difficult  to  obtain.  During  the  month  of  September  1946,  494 
passengers,  or  about  16*4  daily,  traveled  between  Oklahoma  City 
and  Denver.  Of  this  monthly  total  344  persons  moved  over  Con¬ 
tinental’s  system  and  150  used  Braniff’s  service.  In  September 
1947  Continental  offered  two  flights  per  day  between  Oklahoma 
City  and  Denver  and  two  per  day  between  Tulsa  and  Denver. 
During  the  same  month  Braniff  provided  four  schedules  daily 
between  Oklahoma  City  and  Denver.  We  are  not  impressed  by 
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Central's  argument  that  it  should  be  extended  to  Denver  to  pro¬ 
vide  an  interregional  service  connecting  the  Rocky  Mountain  and 
Texas-Oklahoma  local  service  areas.  In  the  first  place,  the  record 
reflects  no  inadequacy  of  service  by  Braniff  and  Continental  be¬ 
tween  Oklahoma  City  and  Denver,  and,  secondly,  in  certificating 
Central  in  the  Texas-Oklahoma  Case  one  of  the  considerations  that 
determined  our  selection  of  that  carrier  was  the  fact  that  its 
system  was  designed  principally  to  meet  the  local  needs  of  Okla¬ 
homa.  In  view  of  the  foregoing  considerations  we  find  that  Cen¬ 
tral’s  proposal  is  not  required  by  the  public  convenience  and 
necessity. 

The  experimental  local  routes  that  we  authorized  in  the  Texas- 
Oklahoma  Case  do  not  extend  to  the  extreme  eastern  part  of  Okla¬ 
homa.  In  selecting  these  routes  we  found  that  certain  proposals 
therein  for  service  between  Arkansas  points  and  Tulsa  and  Dallas- 
Fort  Worth  were  related  to  this  proceeding,  and  decided  that  any 
service  between  Arkansas  on  the  one  hand  and  Texas  and  Okla¬ 
homa  on  the  other,  such  as  is  proposed  by  South  Central  in  Docket 
No.  1531,  should  be  deferred  for  consideration  in  connection  with 
the  application  filed  by  South  Central,  Docket  No.  1285,  heard  in 
the  Mississippi  Valley  Case. 

We  have  heretofore  found  that  the  public  convenience  and 
necessity  do  not  require  a  route  between  Tulsa  and  Memphis.  In 
the  absence  of  this  route  South  Central’s  proposal  resolves  itself 
into  a  route  extending  only  341  miles  between  Fayetteville!  and 
Dallas-Fort  Worth,  which  is  too  short  to  justify  its  establishment 
as  an  experimental  local  operation.  South  Central’s  proposal  as 
contemplated  in  its  entirety  does  not  conform  in  other  respects 
to  any  of  the  experimental  local  service  that  we  have  found  to  be 
required,  and  we  find  therefore  that  its  applications  in  Dockets 
Nos.  1285  and  1531  should  be  denied. 

We  have  concluded  herein  that  there  is  no  justification  for 
granting  the  proposal  of  Trans-Texas  for  a  route  from  Dallas- 
Fort  Worth  to  New  Orleans  via  various  intermediate  pointy,  in¬ 
cluding  Lufkin  and  Beaumont.  The  evidence,  however,  indicates 
that  Beaumont  has  a  strong  community  of  interest  with  Dallas- 
Fort  Worth  and  should  have  a  more  direct  service  to  that  point 
than  is  provided  by  connections  at  Houston. 

In  the  Texas-Oklahoma  Case  we  certificated  Trans-TexajS  to 
operate,  among  others,  a  route  between  Dallas-Fort  Worth  and 
Houston  via  Corsicana,  Palestine,  and  Lufkin.  As  pointed  out 
above,  this  carrier  has  applied  herein  for  service  between  Dallas- 
Fort  Worth  and  Beaumont  via  Lufkin  as  a.  part  of  a  route  to  New 
Orleans.  To  provide  the  service  required  between  Beaumont  and 
Dallas-Fort  Worth  it  would  be  necessary  only  to  authorize  that 
portion  of  the  route  from  Lufkin  to  Beaumont,  a  distance  of  95 
miles.  While  Beaumont  would  be  substantially  benefited  by  the 
establishment  of  the  route,  in  our  opinion  it  is  not  a  logical 
terminal  point,  and  from  our  study  of  the  record  the  public  in¬ 
terest  would  be  served  best  by  extending  the  route  beyond  Beau¬ 
mont  to  Houston  via  Galveston. 
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At  the  present  time  there  is  no  direct  air  service  between  Beau¬ 
mont  and  Galveston.  While  these  two  cities  are  only  75  miles 
apart  passengers  moving  between  them  must  make  connections 
at  Houston  and  travel  a  circuitous  routing  of  130  miles.  Beau¬ 
mont  and  Galveston  are  important  seaports  and  have  a  sub¬ 
stantial  community  of  interest  with  each  other.  The  establish¬ 
ment  of  a  direct  route  between  these  cities  would  involve  a  saving 
of  60  miles  over  the  present  two-carrier  connecting  service,  mak¬ 
ing  possible  a  greater  exploitation  of  the  traffic  potential  which 
undoubtedly  has  not  been  developed  by  the  circuitous  routing. 

As  hereinafter  noted,  we  have  denied  Eastern's  application  to 
serve  Galveston  upon  the  ground  that  its  proposed  service  would 
involve  considerable  trunk-line  competition  with  Braniff  between 
that  city  and  other  points  in  Texas.  While  the  extension  of  the 
route  between  Galveston  and  Houston  would  result  in  some  dupli* 
cation  of  BranifTs  service,  it  would  be  merely  incidental  to  an 
operationally  sound  local  route  pattern.  BranifTs  service  be¬ 
tween  Houston  and  Galveston  requires  only  a  50-mile  flight  and 
represents  an  inconsequential  portion  of  its  total  route  mileage 
and  system  revenues.  In  September  1946  Braniff  provided  two 
round-trip  schedules  daily  between  these  two  cities.  During  the 
month  of  September  it  carried  257  passengers,  or  about  8  per 
day,  over  this  segment.  In  our  opinion  the  effective  utilization 
of'  equipment  and  more  attractive  service  that  would  be  per¬ 
mitted  by  extending  the  route  from  Galveston  to  Houston  out¬ 
weighs  any  diversional  effect  which  the  additional  service  may 
have  on  the  small  amount  of  local  traffic  carried  by  Braniff  over 
this  short  segment. 

The  extension  of  Trans-Texas  from  Lufkin  to  Houston  via  Beau¬ 
mont  and  Galveston  involves  the  establishment  of  only  215  new 
route  miles  and  readily  integrates  with  that  carrier’s  system. 
We  believe  that  this  route  will  fill  a  public  need  to  these  eastern 
Texas  cities  and  that  the  service  can  be  provided  at  little  addi¬ 
tional  cost  to  Trans-Texas.  On  the  basis  of  the  foregoing  con¬ 
siderations,  we  find  that  the  public  convenience  and  necessity 
require  the  extension  of  Trans-Texas  from  Lufkin  to  Houston 
via  Beaumont  and  Galveston  in  addition  to  the  present  route  of 
Trans-Texas  directly  from  Lufkin  to  Houston. 

The  local  service  routes  awarded  herein  to  Parks  and  Southern 
Airways  will  be  included  in  certificates  to  be  issued  to  these 
carriers  pursuant  to  decisions  in  the  North  Central  Case  and  the 
Southeastern  States  Case,  respectively.  Hence  the  awards  herein 
will  be  subject  to  the  3-year  limitation  fixed  in  those  cases. 

PROPOSAL  OF  TRUNK-LINE  CARRIERS  FOR  ADDITIONAL 
INTERMEDIATE  POINTS 

Eastern. — Eastern  has  proposed  the  addition  of  LaFayette-New 
Iberia  and  Galveston  as  intermediate  points  on  its  route  No.  5.  • 

Lafayette  and  New  Iberia  are  located  about  19  miles  apart  in 
southwestern  Louisiana.  These  communities  are  on  Eastern’s 
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flight  course  between  Baton  Rouge  and  Lake  Charles  and  are 
situated  approximately  52  miles  from  the  former  city  and  about  80 
miles  from  the  latter.  According  to  the  1940  census,  Lafayette  and 
New  Iberia  had  a  combined  urban  population  of  22,957.  Lafay¬ 
ette  is  an  industrial  city  and  is  important  as  a  distributing  and 
marketing  center.  New  Iberia  is  in  the  center  of  a  fertile  agri¬ 
cultural  region  generally  known  for  its  production  of  sugar  cane. 

Both  Lafayette  and  New  Iberia  have  strong  economic  ties  with 
a  number  of  cities  served  by  Eastern  on  route  No.  5,  particularly 
New  Orleans,  Houston,  Baton  Rouge,  and  Lake  Charles.  At  the 
present  time  they  are  connected  with  these  four  cities  by  bus  and 
railroad  facilities  which  are  slow  and  circuitous.  The  proposed 
air  service  would  result  in  a  more  convenient  and  expeditious 
means  of  travel.  For  example,  in  excess  of  3  hours  would  be 
saved  over  the  fastest  surface  time  to  New  Orleans,  about  4  hours 
to  Houston,  2  hours  to  Baton  Rouge,  and  IY2  hours  to  Lake 
Charles.  These  savings  are  significant  in  view  of  the  relatively 
short  distances  involved. 

Eastern  has  estimated  that  the  addition  of  Lafayette-New  Iberia 
on  its  system  would  entail  an  added  expense  of  $42,000  annually. 
While  it  has  made  no  appraisal  of  the  traffic  potential  to  be  de¬ 
veloped,  it  would  appear  that  these  communities  with  a.  surround¬ 
ing  area  population  of  250,000  people,  would  generate  sufficient 
traffic  to  offset  the  additional  cost  involved.  Accordingly),  we 
find  that  the  public  convenience  and  necessity  require  certification 
of  Lafayette-New  Iberia  as  an  intermediate  point  on  route  No.  5 
between  Baton  Rouge  and  Lake  Charles. 

Although  Galveston  is  located  approximately  50  miles  south 
of  Western’s  direct  line  of  flight  between  Beaumont-Port  Arthur 
and  Houston  and  could  be  served  by  that  carrier  without  the  addi¬ 
tion  of  any  substantial  new  route  mileage,  the  inclusion  of  that 
city  as  an  intermediate  point  on  its  route  No.  5  would  result  in 
a  duplication  of  Braniff’s  service  to  that  city. 

By  reason  of  Eastern’s  serving  many  large  and  important  cities 
in  the  east  it  is,  of  course,  able  to  show  that  it  can  provide  an 
appreciable  amount  of  new  one-carrier  service.  In  considering 
applications  such  as  Eastern’s  we  must  weigh  the  public  benefits 
which  would  accrue  from  the  proposed  one-carrier  service  against 
any  detrimental  effects  upon  existing  services.  While  Eastern 
could  provide  Galveston  with  one-carrier  service  to  important 
cities  in  the  east,  Galveston’s  major  community  of  interest  with 
cities  now  served  by  Eastern  lies  with  Houston.  There  is  no 
substantial  volume  of  traffic  moving  between  points  that  are 
served  by  Eastern  and  not  by  Braniff,  which  would  warrant  the 
addition  of  Galveston  to  Eastern’s  system.  Eastern  would  be 
able  to  compete  with  Braniff  for  traffic  between  Galveston  and 
Houston,  Brownsville,  Corpus  Christi,  and  San  Antonio.  Dui*ing 
the  month  of  September  1946,  307  air  passengers  traveled  be¬ 
tween  Galveston  and  these  four  Texas  cities,  and  of  this  total 
257,  or  a  little  more  than  8  passengers  daily,  moved  between 
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Galveston  and  Houston.  There  is  no  showing  that  Braniff’s 
service  is  inadequate  or  that  competition  would  be  beneficial,  and 
in  the  light  of  current  traffic  statistics  and  the  adverse  effect 
which  the  proposed  service  would  have  upon  Braniff’s  operation 
we  conclude  that  the  public  convenience  and  necessity  do  not  re¬ 
quire  the  inclusion  of  Galveston  as  an  intermediate  point  on 
Eastern’s  system. 

j Delta. — Delta  has  proposed  the  addition  of  Longview-Kilgore 
and  Monroe  as  intermediate  points  on  route  No.  24.  Delta  pres¬ 
ently  connects  Monroe  with  Jackson  and  Shreveport  but  Monroe 
has  no  direct  air  service  to  Baton  Rouge  and  New  Orleans. 

Longview  and  Kilgore  have  a  combined  population  of  20,466 
and  are  located  in  Gregg  County  which  is  not  only  one  of  the 
major  areas  of  population  in  the  State  of  Texas  but  constitutes 
one  of  the  wealthiest  regions  in  the  southwest,  with  retail  sales, 
wholesale  sales,  and  volume  of  manufactured  products  averaging, 
respectively,  $35,000,000,  $12,000,000,  and  $10,000,000  annually. 
According  to  registrations  at  one  of  Longview’s  hotels  in  1941, 
this  city  has  its  principal  community  of  interest  with  Dallas-Fort 
Worth,  Houston,  and  Shreveport.  Of  a  total  of  35,642  guests 
registered  at  Longview  in  that  year,  over  17,000,  or  more  than 
50  percent,  were  from  Dallas-Fort  Worth  and  Shreveport,  which 
are  currently  served  by  Delta. 

Delta  presently  flies  over  the  Gregg  County  Airport  and  could 
serve  Longview-Kilgore  without  the  addition  of  any  new  route 
mileage.  It  already  serves  the  principal  points  with  which  Long¬ 
view  and  Kilgore  have  a  community  of  interest,  and  it  would 
appear  that  these  communities  and- the  surrounding  area  could 
develop  sufficient  traffic  to  support  the  proposed  service.  Ac¬ 
cordingly,  we  find  that  the  public  convenience  and  necessity  re¬ 
quire  the  inclusion  of  Longview-Kilgore  as  an  intermediate  point 
on  Delta’s  route  No.  24  between  Shreveport  and  Tyler. 

Delta  proposes  to  serve  Monroe  alternately  with  Alexandria 
as  an  intermediate  point  on  the  New  Orleans-Dallas-Fort  Worth 
segment  of  its  route  No.  24.  Since  the  hearing  in  this  proceeding 
a  prehearing  conference  has  been  held  on  the  application  of  Mid- 
Continent,  Docket  No.  1956,  for  an  alternate  Kansas  City-New 
Orleans  route.  Mid-Continent  proposes  to  operate  between  the 
terminals  via  Springfield,  Little  Rock,  El  Dorado,  Monroe,  arid 
Baton  Rouge  as  intermediate  points  alternate  to  its  presently  cer¬ 
tificated  cities  Joplin,  Fort  Smith,  Texarkana,  and  Shreveport  on 
route  No.  26.  All  of  the  new  points  are  proposed  to  be  served  on 
a  separate  leg,  and  no  service  is  proposed  between  such  new  points 
and  present  points  between  Kansas  City  and  New  Orleans. 

By  reason  of  the  relationship  between  the  proposals  of  Delta 
and  Mid-Continent  with  respect  to  Monroe  we  shall  refrain  from 
passing  upon  the  needs  of  that  city  for  additional  service  until 
we  have  had  an  opportunity  to  consider  Mid-Continent’s  proposal 
in  Docket  No.  1956.  We  will  therefore  defer  consideration  of 
Delta’s  application  in  Docket  No.  1860  until  such  time  as  Mid- 
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Continent’s  application  in  Docket  No.  1956  is  before  us  foif  de¬ 
cision. 

Chicago  and  Southern. — Chicago  and  Southern  proposes  to 
include  Hot  Springs  and  El  Dorado  as  additional  intermediate 
points  on  its  route  No.  8  between  Little  Rock  and  Shreveport.24 
Hot  Springs  is  located  at  the  eastern  base  of  the  Ouachita  Moun¬ 
tains  35  miles  southwest  of  Little  Rock.  It  has  a  resident  popula¬ 
tion  of  21,370  and  its  transient  population  numbers  about  300,000 
annually.  The  economic  life  of  Hot  Springs  is  devoted  principally 
to  the  thousands  of  tourists  attracted  to  that  city  yearly.  On  its 
outskirts  the  Hot  Springs  National  Park  embraces  some  47  cura¬ 
tive  hot  springs  and  within  the  city  itself  there  are  16  bath 
houses  under  Government  supervision.  The  Government  also 
maintains  an  Army-Navy  general  hospital  on  the  reservation. 

According  to  registrations  with  the  United  States  Department 
of  the  Interior  185,904  tourists  visited  Hot  Springs  National 
Park  during  the  period  October  1,  1942,  through  September  30, 
1943.  Of  this  number  87,000  traveled  by  railroad,  24,000  by 
bus,  and  69,000  by  automobile.  The  State  of  Arkansas  accounted 
for  29  percent  of  the  total  number  of  registrations,  Illinois  for 
about  15  percent,  and  the  States  of  Louisiana,  Texas,  and  Ten¬ 
nessee  about  6  percent  each. 

Chicago  and  Southern’s  proposed  service  to  Hot  Springs  would 
provide  that  city  with  direct  service  from  Houston,  Shreveport, 
and  El  Dorado  on  the  south  and  from  Chicago,  Detroit,  Peoria, 
Springfield,  St.  Louis,  and  other  important  points  on  the  north. 
Hot  Springs  holds  an  unusual  attraction  for  tourists  traveling 
from  the  States  embracing  these  cities  and,  although  the  potential 
volume  of  traffic  cannot  be  ascertained  from  data  of  record,  they 
undoubtedly  would  account  for  an  appreciable  amount. 

In  view  of  the  unusual  potentialities  of  Hot  Springs  for  de¬ 
veloping  long-haul  traffic,  a  substantial  volume  of  which  originates 
at  points  on  the  system  of  Chicago  and  Southern,  we  find  that Ithe 
public  convenience  and  necessity  require  the  certification  of  tihat 
city  as  an  intermediate  point  on  Chicago  and  Southern’s  route 
No.  8. 

• 

El  Dorado,  with  a  1940  population  of  approximately  25,000,  is 
the  sixth  largest  city  in  the  State  of  Arkansas.  It  has  25  manu¬ 
facturing  plants,  including  oil  refineries,  which  have  an  annual 

MIn  Docket  No.  998.  Chicago  and  Southern  proposed  among  others  the  following 
routes:  route  "D.”  Memphis  to  Shreveport  via  Pine  Bluff  and  El  Dorado;  route  “E." 
Memphis  to  Houston  via  Little  Bock.  Hot  Springs.  Texarkana.  Shreveport,  Marshall. 
Tyler,  and  Palestine,  Tex.,  and  route  "F.”  Memphis  to  Houston  via  Little  Bock,  Hot 
Springs,  Texarkana,  Tyler,  and  Palestine.  Subsequent  to  the  filing  of  this  application, 
the  Board,  by  exemption  order,  authorized  Chicago  and  Southern  to  serve  El  Dorado 
on  a  temporary  basis.  Under  the  present  circumstances,  Chicago  and  Southern  no  longer 
requests  route  “D,”  but  seeks  merely  to  have  El  Dorado  Included  as  a  permanent  Inter¬ 
mediate  point  on  route  No.  8. 

Portions  of  routes  "D”  and  “E"  extending  from  Texarkana  to  Houston  were  severed 
from  Docket  No.  998  and  consolidated  and  heard  In  the  Tcxas-Oklahoma  Case,  thus 
leaving  for  this  proceeding  the  Memphls-Texarkana  segment  of  these  routes.  Since  all 
points  on  this  segment  except  Hot  Springs  are  either  certificated  to  Chicago  and 
Southern  or  were  considered  In  the  Texas-Oklahoma  Case,  Chicago  and  Southern’s 
Memphls-Texarkana  proposal  actually  amounts  to  a  request  to  Include  Hot  Springs  as 
an  Intermediate  point  on  Its  route  No.  8. 
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payroll  in  excess  of  $1,500,000.  The  area  around  El  Dorado  also 
appears  to  be  active  commercially  and  industrially.  According 
to-  registration  at  two  of  its  leading  hotels  for  sample  periods  in 
the  years  1941,  1942,  and  1943,  Little  Rock  and  Shreveport  stand 
out  as  cities  with  which  El  Dorado  has  its  greatest  community  of 
interest,  and  both  of  these  cities  are  currently  served  by  Chicago 
and  Southern. 

El  Dorado  is  on  the  direct  course  of  Chicago  and  Southern's 
route  No.  8  and  it  is  currently  being  served  by  that  carrier  on  a 
temporary  basis.25  During  the  period  July  15,  1945,  to  August 
15,  1945,  its  operations  into  that  city  produced  monthly  revenues 
averaging  $3,170.  On  the  assumption  that  this  average  will  be 
maintained,  Chicago  and  Southern  concludes  that  El  Dorado  will 
yield  annual  revenues  in  the  amount  of  $38,040.  It  estimates 
that  expenses  at  this  station  will  total  $20,651,  thus  giving  it  a 
profit  of  $17,399  annually. 

On  the  basis  of  the  foregoing  facts  we  find  that  the  public  con¬ 
venience  and  necessity  require  the  inclusion  of  El  Dorado  as  an 
intermediate  point  on  Chicago  and  Southern's  route  No.  8. 

Transcontinental  &  Western  Air. — TWA  has  applications  in 
this  proceeding  to  include  (a)  Quincy,  Ill.,  and  Hannibal,  Mo.,  to 
be  served  through  a  common  airport 28  as  an  intermediate  stop 
on  the  Chicago-Kansas  City  segment  of  its  route  No.  2,  (b)  Jeffer¬ 
son  City  and  Sedalia  as  intermediate  points  on  the  St.  Louis- 
Kansas  City  segment  of  its  route  No.  2,  and  (c)  Emporia,  Kans., 
as  an  intermediate  point  on  route  No.  2  between  Kansas  City  and 
Wichita.  It  seeks  a  temporary  3-year  authorization  to  serve 
Emporia  and  a  permanent  certificate  for  the  other  cities. 

In  support  of  its  applications,  TWA  states  that  it  is  following 
its  established  policy  of  providing  service  to  cities  lying  on  or 
adjacent  to  its  routes  which  have  a  community  of  interest  with 
TWA  points.  It  maintains  that  the  negligible  additional  mileage 
required  to  establish  the  service  will  result  in  a  minimum  cost, 
and  that  the  cities  concerned  will  generate  sufficient  traffic  to 
support  the  frequencies  which  it  desires  to  operate  on  its  Kansas 
City-Chicago,  Kansas  City-St.  Louis,  and  Kansas  City-Wichita 
segments. 

TWA’s  proposal  to  serve  Quincy-Hannibal  would  provide  direct 
air  service  for  these  cities  to  Chicago  and  Kansas  City,  with 
which  they  have  their  second  and  third  greatest  community  of 
interest.  Quincy  is  already  certificated  on  Mid-Continent's  route 
No.  48  for  service  to  St.  Louis,  which  ranks  first. 

The  two  cities  had  a  combined  1940  corporate  population  of 
61,334  and  a  trade-area  population  exceeding  250,000.  Their 
economic  importance  is  apparent  in  the  fact  that  they  are  trading 
and  distributing  centers  for. the  Upper  Mississippi  Valley  agri¬ 
cultural  area.  A  variety  of  goods  having  Nation-wide  distribu- 

»  Order  serial  No.  3554,  March  14.  1945. 

*■  Quincy  and  Hannibal  are  located  9  miles  and  20  miles,  respectively,  from  the  Class  4 
airport  at  Quincy. 
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tion  is  produced  by  many  industries  located  in  these  two  cities. 
In  19S9  the  value  of  their  agricultural  products  was  $53,259,000, 
with  manufactured  products  amounting  to  $26,523,000.  Retail 
sales  totaled  $57,119,000  and  wholesale  sales  approached  $36,- 
500,000. 

TWA’s  flights  pass  in  close  proximity  to  the  airport  serving 
these  cities  with  the  result  that  only  six  new  flight  miles  Would 
be  required  to  permit  the  proposed  service.  Measured  by  the  vol¬ 
ume  of  air  traffic  at  points  of  comparable  size,  TWA  estimated 
that  a  monthly  average  of  455  passengers  could  be  expected  to 
use  its  service  at  Quincy-Hannibal  and  that  it  would  realize  a 
profit  in  excess  of  $5,300  a  month  from  the  operation. 

TWA’s  proposal  would  involve  an  east-west  operation  at  Quincy- 
Hannibal  and  would  not  result  in  any  duplication  of  Mid-Con¬ 
tinent's  service,  which  is  in  a  northwest-southeast  direction.  We 
have  designated  these  two  cities  as  part  of  the  local  service  route 
between  St.  Louis  and  Davenport-Moline.  However,  we  do  not 
believe  that  their  addition  to  TWA’s  system  would  substantially 
conflict  with  this  service  since  TWA’s  service  will  be  primarily 
directed  to  meeting  a  long-haul  need. 

The  distances  of  230  and  182  miles  between  Quincy-Hannibal 
and  Chicago  and  Kansas  City  appear  conducive  to  air  travel,]  and 
particularly  in  view  of  the  savings  in  time  and  fares  which  would 
be  effected  over  surface  transportation.  Quincy  and  Hannibal 
also  have  strong  ties  with  Peoria  which  we  certificated  as  a  stop 
on  TWA’s  route  No.  2  between  Kansas  City  and  Chicago  in  the 
North  Central  Case,  supra.  As  indicated  by  hotel  registrations, 
first-class  mail,  railway  express  shipments,  toll  calls,  and  travel 
surveys,  Quincy-Hannibal  have  a  substantial  community  of  in¬ 
terest  with  Peoria  and  the  terminal  cities. 

In  view  of  the  foregoing  considerations  we  find  that  the  public 
convenience  and  necessity  require  the  inclusion  of  Quincy-Hanni¬ 
bal  as  an  intermediate  point  on  TWA’s  route  No.  2. 

We  have  herein  added  Jefferson  City  as  an  intermediate  point 
on  Mid-Continent’s  system  on  a  new  route  between  Kansas  City 
and  St.  Louis.  In  making  this  award  we  found  that  the  primary 
needs  of  Jefferson  City  were  for  local  service  to  Kansas  City  and 
St.  Louis,  with  which  it  has  its  greatest  community  of  interest. 
Jefferson  City  is  not  of  sufficient  size  to  support  two  trunkrline 
services,  and  we  conclude  that  Mid-Continent  as  a  local  carrier 
would  be  in  a  better  position  than  TWA  to  provide  services  for 
Jefferson  City.  TWA,  on  the  other  hand,  is  essentially  a  long- 
haul  carrier  and  is  presently  certificated  to  serve  Columbia,  which 
is  only  25  miles  from  Jefferson  City.  As  TWA  points  out,  it  is 
located  about  halfway  between  the  terminal  cities  and  lies  almost 
directly  on  TWA’s  line  of  flight.  Kansas  City  and  St.  Louis, 
however,  are  only  260  miles  apart  and  it  is  clear  that  a  second 
stop  would  result  in  a  slowing  up  of  TWA’s  service  between  these 
cities.  Accordingly,  we  find  that  the  public  convenience  and 
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necessity  do  not  require  the  addition  of  Jefferson  City  as  an  in¬ 
termediate  point  on  TWA’s  system. 

Sedalia,  with  a  1940  population  of  20,428,  is  the  third  largest 
city  in  Missouri  not  presently  certificated  for  air  service.  Its 
community  of  interest  is  primarily  with  Kansas  City,  a  distance 
of  75  miles,  and  secondarily  with  St.  Louis,  which  is  155  miles 
away.  It  is  receiving  excellent  rail  service  to  these  two  major 
cities  on  the  main  line  of  the  Missouri  Pacific  Railroad. 

TWA  service  is  now  available  at  Kansas  City  and  will  be  avail¬ 
able  at  Columbia,  a  distance  of  only  50  miles,  when  airport  facili¬ 
ties  are  improved.  The  savings  in  time  and  fares  which  would 
be  effected  by  TWA’s  proposed  service  over  connections  by  ex¬ 
isting  surface  transportation  facilities  appear  inconsequential  in 
the  light  of  the  relatively  small  amount  of  long-haul  traffic  that 
would  be  benefited.  As  measured  by  hotel  registrations  the  eco¬ 
nomic  interest  of  Sedalia  lies  principally  with  other  communities 
in  the  State  of  Missouri,  and  the  record  is  not  convincing  that 
the  needs  of  Sedalia  for  direct  trunk-line  service  are  sufficient  to 
justify  the  additional  cost  involved.  We  find  therefore  that  the 
inclusion  of  Sedalia  as  an  intermediate  point  on  TWA’s  system 
is  not  required  by  the  public  convenience  and  necessity. 

Emporia  had  a  1940  population  of  13,188  and  is  the  center  of 
an  important  agricultural  region  having  its  greatest  community 
of  interest  with  Kansas  City.  Emporia  is  directly  on  TWA’s 
flight  course  between  Kansas  City  and  Wichita.  The  economic 
importance  and  traffic  potentialities  of  Emporia,  however,  do  not 
approach  those  of  Quincy-Hannibal,  which  we  have  herein  au¬ 
thorized  TWA  to  serve.  The  fundamental  requirements  of  Em¬ 
poria'  are  for  air  service  to  Kansas  City  and  Topeka  and  to  other 
points  in  the  States  of  Kansas  and  Missouri.  We  have  indicated 
that  we  would  authorize  trunk-line  carriers  to  serve  smaller  cities 
where  there  is  a  substantial  volume  of  traffic  moving  to  trunk-line 
points.27  While  the  economic  characteristics  of  Emporia  indicate 
sufficient  potentialities  to  warrant  air  service  on  an  experimental 
basis,  the  volume  of  long-haul  traffic  that  would  be  generated  ap¬ 
pears  negligible.  Furthermore,  the  addition  of  Emporia  as  an 
intermediate  point  on  TWA’s  system  would'  dissipate  the  economic 
support  which  this  city  would  give  to  the  experimental  local 
service  route  we  have  established  between  Tulsa  and  Kansas  City. 
In  view  of  the  foregoing  we  find  that  the  public  convenience  and 
necessity  do  not  require  the  temporary  certification  of  Emporia 
as  an  intermediate  point  on  TWA’s  system. 

FINDINGS  AND  CONCLUSIONS 

On  the  basis  of  all  of  the  foregoing,  we  find  that  the  public 
convenience  and  necessity  require  that — 

1.  The  amended  certificate  of  public  convenience  and  necessity 
of  Mid-Continent  Airlines,  Inc.,  for  route  No.  26  should  be 
amended  by  extending  this  route  from  the  intermediate  point 


”  West  Coast  Case,  supra. 
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Kansas  City,  Mo.,  to  the  terminal  point  St.  Louis,  Mo.,  via  the  in¬ 
termediate  point  Jefferson  City,  Mo. ; 

2.  The  amended  certificate  of  public  convenience  and  necessity 
of  Eastern  Air  Lines,  Inc.,  for  route  No.  5  should  be  amended  to 
include  the  intermediate  point  Lafayette-New  Iberia,  La.  ; 

3.  The  amended  certificate  of  public  convenience  and  necessity 
of  Delta  Air  Lines,  Inc.,  for  route  No.  24  should  be  amended  to 
include  the  intermediate  point  Longview-Kilgore,  Tex. ; 

4.  The  amended  certificate  of  public  convenience  and  necessity 
of  Chicago  and  Southern  Air  Lines,  Inc.,  for  route  No.  8  should 
be  amended  to  include  the  intermediate  points  Hot  Springs,  Ark., 
and  El  Dorado,  Ark.,  provided ,  that  in  accordance  with  order 
serial  No.  E-1025,  dated  November  28,  1947,  said  certificate  for 
route  No.  8  should  be  temporarily  stayed  insofar  as  it  authorizes 
service  between  Kansas  City  and  Springfield,  Mo.,  and  Memphis, 
Tenn.,  such  stay  to  continue  until  the  final  decision  of  the  Board 
on  reconsideration  in  the  Kansas  City-Memphis-Florida  Case, 
Docket  No.  1051 ; 

5.  The  amended  certificate  of  public  convenience  and.  necessity 
of  Transcontinental  &  Western  Air,  Inc.,  for  route  No.  2  should 
be  amended  to  include  the  intermediate  point  Quincy,  Ill.-Ha|nni- 
bal,  Mo. ; 

6.  The  temporary  certificate  of  public  convenience  and  neces¬ 
sity  of  Trans-Texas  Airways  for  route  No.  82  should  be  amended 
to  authorize  an  additional  segment  from  the  intermediate  point 
Lufkin,  Tex.,  to  the  terminal  point  Houston,  Tex.,  via  the  inter¬ 
mediate  points  Beaumont  and  Galveston,  Tex. ; 

7.  The  temporary  certificate  of  public  convenience  and  neces¬ 
sity  to  be  issued  to  Parks  Air  Transport,  Inc.,  pursuant  to  para¬ 
graph  11  of  order  dated  December  19,  1946,  in  the  North  Central 
Case,  7  C.A.B.  639,  should  include  an  authorization  for  Parks  |Air 
Transport,  Inc.,  to  engage  in  air  transportation  of  persons,  prop¬ 
erty,  and  mail,  over  the  following  additional  route  segments: 
(a)  Between  the  coterminal  points  St.  Louis,  Mo.,  and  East  St. 
Louis,  Ill.,  the  intermediate  points  Hannibal,  Mo.-Quincy,  Ill., 
Keokuk-Fort  Madison,  Burlington,  and  Muscatine,  Iowa,  and  the 
terminal  point  Davenport,  Iowa-Moline,  Ill.;  (b)  Between  the 
coterminal  points  St.  Louis,  Mo.,  and  East  St.  Louis,  Ill.,  the  in¬ 
termediate  points  Cape  Girardeau,  Mo.,  and  Cairo,  Ill.,  and  (1) 
beyond  Cairo,  the  intermediate  points  Paducah,  Ky.,  Dyersburg 
and  Jackson,  Tenn.,  and  the  terminal  point  Memphis,  Tenn.,  and 
(2)  beyond  Cairo,  the  intermediate  points  Poplar  Bluff,  Mo.,  and 
Jonesboro,  Ark.,  and  the  terminal  point  Memphis,  Tenn. ;  (c)  Be¬ 
tween  the  coterminal  points  St.  Louis,  Mo.,  and  East  St.  Louis, 
Ill.,  the  intermediate  points  Jefferson  City,  Springfield,  and  Joplin, 
Mo.,  Miami,  Okla.,  and  the  terminal  point  Tulsa,  Okla.;  and 
(d)  Between  the  terminal  point  Kansas  City,  Mo.,  the  inter¬ 
mediate  points  Topeka,  Emporia,  Chanute,  and  Coffeyville,  Kans., 
Bartlesville,  Okla.,  and  the  terminal  point  Tulsa,  Okla. ; 
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8.  Paragraph  9  of  order  dated  April  4,  1947,  in  the  South¬ 
eastern  States  Case,  7  C.A.B.  863,  should  be  amended  in  its  en¬ 
tirety  to  read  as  follows: 

“9.  (a)  That  a  temporary  certificate  of  public  convenience  and 
necessity  be  hereafter  issued,  after  the  appropriate  showing  in¬ 
dicated  in  the  opinion  attached  hereto  as  to  the  adequacy  of 
airport  facilities,  to  Southern  Airways,  Inc.,  authorizing  it  to 
engage  in  air  transportation  with  respect  to  persons,  property, 
and  mail  for  a  period  of  3  years  from  the  date  of  issuance,  as 
follows : 

(1)  Between  the  terminal  point  Memphis,  Tenn.,  the  inter¬ 
mediate  points  Tupelo  and  Columbus,  Miss.,  Tuscaloosa,  Birming¬ 
ham,  and  Gadsden,  Ala.,  Atlanta  and  Athens,  Ga.,  Greenwood, 
Greenville,  Spartanburg,  and  Rock  Hill,  S.  C.,  and  the  terminal 
point  Charlotte,  N.  C.; 

(2)  Between  the  terminal  point  Atlanta,  Ga.,  the  inter¬ 
mediate  points  LaGrange,  Columbus,  Albany,  Moultrie,  and  Val¬ 
dosta,  Ga.,  and  the  terminal  point  Jacksonville,  Fla. ; 

(3)  Between  the  terminal  point  Columbus,  Ga.,  the  inter¬ 
mediate  points  Macon  and  Augusta,  Ga.,  Orangeburg,  S.  C.,  and 
the  terminal  point  Charleston,  S.  C. ; 

(4)  Between  the  terminal  point  Memphis,  Tenn.,  the  inter¬ 
mediate  points  Clarksdale,  Greenville,  and  Vicksburg,  Miss.,  and 
the  terminal  point  Jackson,  Miss. ; 

(5)  Between  the  terminal  point  Memphis,  Tenn.,  the  inter¬ 
mediate  points  Tupelo,  Columbus,  and  Meridian,  Miss.,  and  the 
terminal  point  Jackson,  Miss. 

“(b)  Such  certificate  shall  also  include  an  extension  of  segment 
(4)  from  Jackson,  Miss.,  to  New  Orleans,  La., ‘via  the  inter¬ 
mediate  points  Natchez,  Miss.,  and  Baton  Rouge,  La.,  and  an  ex¬ 
tension  of  segment  (5)  from  Meridian  to  Hattiesburg,  Miss.,  via 
Laurel,  Miss.,  and  (i)  beyond  Hattiesburg,  the  intermediate  points 
Mobile,  Ala.,  and  Gulfport-Biloxi,  Miss.,  and  the  terminal  point 
New  Orleans,  La.,  and  (ii)  beyond  Hattiesburg,  the  intermediate 
point  Bogalusa,  La.,  and  the  terminal  point  New  Orleans,  La.: 
provided,  that  in  the  event  any  party  in  the  Mississippi  Valley 
Case,  or  in  the  Southeastern  States  Case,  deeming  itself  aggrieved 
by  the  extensions  authorized  in  this  subparagraph  (b) ,  files  within 
20  days  from  December  18,  1947,  a  petition  requesting  further 
hearing,  the  Board  will  reopen  said  proceedings  for  further  hear¬ 
ing  on  the  question  whether  the  public  interest  will  best  be  served 
by  .  the  selection  of  Southern  Airways,  Inc.,  to  provide  service 
over  such  extensions.  The  right  to  file  a  petition  for  further 
hearing  shall  be  without  prejudice  to  the  right  of  any  party  to 
file  a  petition  for  rehearing,  reargument,  or  reconsideration  as 
provided  in  section  285.11  of  the  Board’s  Economic  Regulations.” 

9.  Each  of  the  applicants  named  in  the  above  findings  is  fit, 
willing,  and  able  to  perform  properly  the  transportation  author¬ 
ized  and  to  conform  to  the  provisions  of  the  Civil  Aeronautics 
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Act  of  1938,  as  amended,  and  the  rules,  regulations,  and  re¬ 
quirements  of  the  Board  thereunder; 

.  10.  The  application  of  Mid-Continent  Airlines,  Inc.,  Docket 
No.  1888,  should  be  dismissed; 

11.  The  application  of  Braniff  Airways,  Inc.,  Docket  No.  1791, 
should  be  dismissed; 

12.  That  portion  of  the  application  of  Chicago  and  Southern 
Air  Lines,  Inc.,  Docket  No.  1949,  proposing  three  local  service 
routes  between  St.  Louis,  Mo.,  and  Memphis,  Tenn.,  and  deferred 
for  consideration  with  the  Mississippi  Valley  Case  by  order  serial 
No.  E-783,  dated  September  3,  1947,  should  be  denied ; 

13.  The  application  of  South  Central  Air  Transport,  Inc., 
Docket  No.  1531,  deferred  for  consideration  with  the  Mississippi 
Valley  Case,  by  order  serial  No.  E-136,  dated  November  14,  1946, 
should  be  denied; 

14.  The  application  of  Southern  Bus  Lines,  Inc.,  Docket  No. 
v  1779,  deferred  for  consideration  with  the  Mississippi  Valley  Case 

by  order  serial  No.  E-435,  dated  April  4,  1947,  should  be  denied ; 

15.  Those  applications  in  the  Southeastern  States  Case  pro¬ 
posing  local  service  to  cities  in  Mississippi,  Louisiana,  Alabama, 
and  Georgia,  insofar  as  they  were  deferred  for  consideration  jwith 
the  Mississippi  Valley  Case  by  order  serial  No.  E-435,  dated  April 
4,  1947,  except  to  the  extent  to  which  certain  route  segment^  are 
awarded  herein  to  Southern  Airways,  Inc.,  should  be  denied; 

16.  The  temporary  authority  of  Chicago  and  Southern  Air 
Lines,  Inc.,  to  serve  El  Dorado,  Ark.,  as  an  intermediate  point 
on  its  route  No.  8  should  be  terminated; 

17.  The  application  of  Delta  Air  Lines,  Inc.,  in  Docket  No. 
1860,  proposing  service  to  Monroe,  La.,  as  an  alternate  inter¬ 
mediate  point  between  Shreveport  and  New  Orleans,  La.,  shbuld 
be  deferred  for  consideration  with  Docket  No.  1956,  et  al. ;  and 

18.  The  remaining  applications  in  the  Mississippi  Valley  Case, 
except  to  the  extent  to  which  they  are  herein  granted,  dismissed, 
or  deferred,  should  be  denied. 

An  appropriate  order  will  be  entered. 

Landis,  Chairman,  and  Lee,  Member,  concurred  in  the  above 
opinion.  Ryan,  Vice  Chairman,  concurred  in  a  separate  opinion, 
and  Branch,  Member,  concurred  and  dissented  in  a  sepajrate 
opinion. 

Ryan,  Vice  Chairman,  concurring: 

I  concur  in  all  respects  in  the  Board’s  present  decision  with 
a  single  exception:  the  designation  of  Southern  Airways,  Inc., 
for  the  route  involving  Baton  Rouge  and  New  Orleans.  It  is 
my  view  that  the  designation  of  this  carrier  for  a  service  j  for 
which  it  was  not  an  applicant  would  constitute,  for  those  appli¬ 
cants  that  did  apply  for  the  route,  a  denial  of  the  fair  heading 
which  is  required  by  the  statute  and  the  Constitution. 

This  conclusion  is  in  no  way  related  to  the  merits  of  the  pro- 
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posal  to  add  the  route  involving  Baton  Rouge  and  New  Orleans  to 
the  system  which  has  previously  been  awarded  to  Southern  Air¬ 
ways  ;  it  concerns  solely  the  manner  in  which  that  result  is  sought 
to  be  achieved.  The  Board’s  assurance  in  its  present  opinion 
that  it  will  grant  a  further  hearing  to  any  aggrieved  party  that 
may  request  it  itself  suggests  a  certain  lack  of  faith  in  the  validity 
of  its  position.  ^ 

Two  records  are  presently  before  us — that  of  the  Mississippi 
Valley  Case  and  the  deferred  portion  of  the  Southeastern  States 
Case .  The  Mississippi  Valley  record  offers  no  support  for  the 
award  to  Southern  Airways  since  that  carrier,  although  an  in¬ 
tervener,  was  not  an  applicant  for  the  route  in  question.  The 
Southeastern  States  record  will  not  support  the  award,  since 
service  to  Baton  Rouge  and  New  Orleans  was  expressly  excluded 
from  that  proceeding.  Southern  Airways,  however,  contended 
in  the  Mississippi  Valley  Case ,  where  it  appeared  as  an  intervener, 
that  the  catch-all  clause  contained  in  its  application  in  the  South¬ 
eastern  States  Case  was  sufficiently  broad  to  include  New  Orleans. 
This  contention  I  do  not  regard  as  tenable  inasmuch  as  this  appli¬ 
cant  had  previously  amended  its  application  in  the  Southeastern 
States  Case  dropping  New  Orleans  and  substituting  Mobile  as 
its  southern  terminal.  Even  if,  as  the  Board  in  its  opinion  con¬ 
tends,  Southern’s  application  for  New  Orleans  survived  the  South¬ 
eastern  States  Case,  the  award  to  Southern  of  the  New  Orleans 
route  could  not  be  sustained  inasmuch  as  it  is  not  supported  by 
any  substantial  evidence  of  record  in  the  Southeastern  States  Case 
and,  of  course,  it  cannot  borrow  the  necessary  support  from  the 
record  of  the  Mississippi  Valley  Case  in  which  it  was  not  an  appli¬ 
cant.  Under  these  circumstances  the  Board  cannot  properly 
avoid  the  requirement  of  a  fair  hearing  to  the  affected  parties 
by  assuming  such  requirement  to  be  a  legal  technicality  which 
must  yield  to  the  public  interest.  Such  assumption  would  fall 
before  the  statutory  command  which  requires  notice  and  hearing 
to  all  parties  and  findings  supported  by  substantial  evidence  as 
essential  elements  of  administrative  justice. 

It  seems  to  me  that  the  sound  course  in  this  situation  would  be 
to  reopen  the  hearing  on  the  present  record  to  permit  Southern 
to  make  proper  application  for  the  route  involving  Baton  Rouge 
and  New  Orleans  and  to  support  such  application  with  evidence, 
at  the  same  time  allowing  other  interested  parties  an  opportunity 
to  offer  evidence  and  meet  the  contentions  of  the  new  applicant. 
However,  in  view  of  the  fact  that  my  failure  to  concur  in  the 
present  order  would  create  a  stalemate,  thereby  preventing  any 
affirmative  decision  in  this  matter,  I  shall  concur  in  the  Board’s 
order  and  rely  upon  the  Board’s  statement  herein  that  it  will 
grant  a  further  hearing  to  any  aggrieved  party  that  may  re¬ 
quest  it. 

I  have  set  forth  separately  these  views  in  the  hope  that  the 
statement  of  them  may  prevent  the  Board’s  present  decision  from 
being  misconstrued  as  a  precedent  for  the  claim  that  action  taken 
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by  a  quasi-judicial  body  with  the  worthiest  of  motives  can  serve 
as  a  substitute  for  compliance  with  the  requirements  of  a  fair 
hearing.  Such  a  result,  I  fear,  would  weaken  the  prestige  of  the 
administrative  process. 

Branch,  Member,  concurring  and  dissenting: 

I  concur  in  the  action  of  the  majority  in  the  foregoing  opinion 
in  all  respects  except  as  to  the  authorization  of  the  feeder  routes 
awarded  to  Southern  Airways,  Parks  Air  Transport,  and  Trans- 
Texas  Airways.  I  dissent  from  the  action  of  the  majority  in' 
establishing  these  additional  feeder  routes  as  an  experiment) 

In  a  concurring  and  dissenting  opinion  in  the  Great  Lakes  A^rea 
Case 1  I  expressed  the  view  that  a  sufficient  number  of  feeder 
routes  of  similar  type  had  theretofore  been  established  to  provide 
an  adequate  experimentation.  There  is  nothing  to  indicate  that 
the  conditions  existing  in  the  areas  to  be  served  by  the  routes 
authorized  in  this  proceeding  differ  materially  from  those  in 
several  other  areas  in  which  the  Board  has  already  certificated 
feeder  routes  as  an  experiment.  Hence,  there  is  nothing  to  sl]iow 
that  these  routes  will  contribute  different  or  more  valuable  knowl¬ 
edge  to  the  feeder  route  experiment.  The  results  will  be  merely 
cumulative. 

The  majority  state  that  the  selection  of  Parks  will  demonstrate 
the  effectiveness  of  increased  size  of  local  operation  in  meeting 
the  problems  of  operating  costs,  equipment  utilization,  and  financ¬ 
ing.  The  aggregate  of  routes  heretofore  awarded  Parks  is  2,250 
miles.  The  route  authorized  herein  will  add  1,437  miles,  making 
a  total  of  3,687  route  miles.  I  am  unable  to  see  where  the  au¬ 
thorization  of  3,687  miles  for  Parks  will  provide  a  sounder  or 
more  reliable  basis  for  determining  the  public  need  for  a  feeder 
route  than  would  the  2,250  miles  for  which  it  is  presently  Au¬ 
thorized. 

The  very  substantial  cost  to  the  Government  of  the  feeder  routes 
presently  certificated,  which  has  greatly  exceeded  original  esti¬ 
mates,  together  with  the  capital  losses  which  many  investors  have 
sustained,  seem  to  me  to  require  the  Board  to  disapprove  addi¬ 
tional  feeder  routes  unless  it  can  be  shown  that  they  contribute 
something  of  substantial  value  to  the  experiment,  or  that  they  are 
of  exceptional  and  unique  benefit  to  the  public. 

The  feeder  route  mileage  authorized  in  this  proceeding  approxi¬ 
mates  2,681  miles.  Upon  the  basis  of  two  round-trip  schedules 
per  day,  which  the  Board  has  found  to  be  the  minimum  amount  of 
service  that  should  be  rendered,  and  assuming  a  schedule  per¬ 
formance  of  90  percent,  the  carriers  will  fly  3,522,834  plane  miles 
per  annum.  Assuming  mail  pay  on  the  basis  which  has  been 
established  for  the  presently  operating  feeder  carriers  the  total 
mail  compensation  would  be  approximately  $2,000,000  for  the 
first  year.2  The  population  of  the  cities  to  be  benefited  by  reason 

*8  C-AJB.  300  (1847). 

*  Temporary  rates  of  mall  pay  tor  presently  operating  feeder  carriers  are  fixed  on  a 
sliding -scale  basis,  beginning  with  60  cents  per  airplane  mile  for  the  first  6  months  and 
decreasing  by  5  cents  per  airplane  mile  for  each  succeeding  3  months  until  a  minimum 
of  39  cents  per  airplane  mile  Is  reached. 
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of  being  afforded  air  transportation  for  the  first  time  by  these 
proposed  feeder  routes  is  estimated  on  the  basis  of  the  1940  census 
as  about  401,488  persons. 

The  Board  in  these  feeder  route  authorizations  is  experiment¬ 
ing  in  an  effort  to  ascertain  whether  there  is  public  convenience 
and  necessity  for  this  type  of  service,  and  the  final  decision  will 
depend  largely  upon  whether  the  measure  of  public  service  per¬ 
formed  is  sufficient  to  justify  the  cost  to  the  Government  or  the 
amount  of  Government  subsidy  required.  It  is  possible  that  the 
whole  experiment  may  be  jeopardized  by  creating  an  excess  of 
feeder  routes  that  impose  a  heavy  financial  burden  on  the  Gov¬ 
ernment  and  investors  without  contributing  any  additional  knowl¬ 
edge  or  value  to  the  test.  The  routes  authorized  herein  do  not 
afford  any  prospect  of  contributing  materially  to  the  experiment 
and  do  not  in  my  opinion  justify  the  amount  of  subsidy  that 
experience  to  date  with  the  feeder  routes  indicates  will  be  re¬ 
quired  to  maintain  them. 

While  I  am  dissenting  from  the  establishment  of  these  feeder 
routes  on  the  general  grounds  that  they  will  add  nothing  of  value 
to  the  feeder  experiment  and  will  entail  a  substantial  cost  to  the 
Government,  I  am  in  accord  with  the  views  expressed  by  Member 
Ryan  in  his  concurring  opinion  that  the  selection  of  Southern 
Airways  as  the  operator  of  the  route  serving  Baton  Rouge  and 
New  Orleans  upon  a  record  in  which  that  carrier  is  not  an  appli¬ 
cant  is  not  in  accord  with  the  statutory  requirements  of  notice 
and  hearing  to  all  parties. 

Order 

Full  public  hearing  having  been  held  in  each  of  the  above- 
entitled  proceedings,  and  the  Board,  upon  consideration  of  the 
records  therein,  having  issued  its  opinion  containing  its  findings, 
conclusions,  and  decision,  which  is  attached  hereto  and  made  a 
part  hereof. 

It  is  Ordered,  1.  That  amended  certificates  of  public  con¬ 
venience  and  necessity,  in  the  forms  attached  hereto,  shall  be 
issued  to  Transcontinental  &  Western  Air,  Inc.,  for  route  No.  2, 
to  Eastern  Air  Lines,  Inc.,  for  route  No.  5,  to  Delta  Air  Lines, 
Inc.,  for  route  No.  24,  to  Mid-Continent  Airlines,  Inc.,  for  route 
No.  26,  and  to  Chicago  and  Southern  Air  Lines,  Inc.,  for  route 
No.  8,  provided,  that,  in  accordance  with  order  serial  No.  E-1025, 
dated  November  28,  1947,  said  certificate  for  route  No.  8  shall  be 
and  it  is  hereby  temporarily  stayed  insofar  as  it  authorizes  service 
between  Kansas  City  and  Springfield,  Mo.,  and  Memphis,  Tenn., 
such  stay  to  continue  until  the  final  decision  of  the  Board  on 
reconsideration  in  the  Kansas  City-Memphis-Florida  Case , 
Docket  No.  1051. 

2.  That  an  amended  temporary  certificate  of  public  con¬ 
venience  and  necessity,  in  the  form  attached  hereto,  shall  be  is¬ 
sued  to  Trans-Texas  Airways,  for  route  No.  82; 

3.  That  said  certificates  shall  be  signed  on  behalf  of  the  Board 
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by  its  Chairman,  shall  have  affixed  thereto  the  seal  of  the  Board, 
attested  by  the  Secretary,  and  shall  be  effective  on  the  date  of 
this  order; 

4.  That  the  temporary  certificate  of  public  convenience  and 
necessity  to  be  issued  to  Parks  Air  Transport,  Inc.,  pursuant  to 
paragraph  11  of  order  dated  December  19,  1946,  in  the  tforth 
Central  Case,  7  C.A.B.  639,  shall  include  an  authorization  for 
Parks  Air  Transport,  Inc.,  to  engage  in  air  transportation  with 
respect  to  persons,  property,  and  mail,  over  the  following  addi¬ 
tional  route  segments : 

(a)  Between  the  coterminal  points  St.  Louis,  Mo.,  and  East 
St.  Louis,  Ill.,  the  intermediate  points  Hannibal,  Mo.-Quincyj  Ill., 
Keokuk-Fort  Madison,  Burlington,  and  Muscatine,  Iowa,  and  the 
terminal  point  Davenport,  Iowa-Moline,  Ill. ; 

(b)  Between  the  coterminal  points  St.  Louis,  Mo.,  and  East 
St.  Louis,  Ill.,  the  intermediate  points  Cape  Girardeau,  Mo.,|  and 
Cairo,  Ill.,  and  (a)  beyond  Cairo,  the  intermediate  points  Paducah, 
Ky.,  Dyersburg  and  Jackson,  Tenn.,  and  the  terminal  point 
Memphis,  Tenn.,  and  (b)  beyond  Cairo,  the  intermediate  points 
Poplar  Bluff,  Mo.,  and  Jonesboro,  Ark.,  and  the  terminal  point 
Memphis,  Tenn. ; 

.  (c)  Between  the  coterminal  points  St.  Louis,  Mo.,  and  East 
St.  Louis,  Ill.,  the  intermediate  points  Jefferson  City,  Springfield, 
and  Joplin,  Mo.,  and  Miami,  Okla.,  and  the  terminal  point  Tulsa, 
Okla. ;  and 

(d)  Between  the  terminal  point  Kansas  City,  Mo.,  the  in¬ 
termediate  points  Topeka,  Emporia,  Chanute,  and  Coffeyville, 
Kans.,  and  Bartlesville,  Okla.,  and  the  terminal  point  Tulsa,  Okla. ; 

5.  That  paragraph  9  of  order  dated  April  4,  1947,  in  the 
Southeastern  States  Case,  7  C.A.B.  863,  shall  be  amended  i:i  its 
entirety  to  read  as  follows: 

“9(a)  That  a  temporary  certificate  of  public  convenience  and 
necessity  be  hereafter  issued,  after  the  appropriate  showing  in¬ 
dicated  in  the  opinion  attached  hereto  as  to  the  adequacy  of  air¬ 
port  facilities,  to  Southern  Airways,  Inc.,  authorizing  it  to  engage 
in  air  transportation  with  respect  to  persons,  property,  and  {nail 
for  a  period  of  3  years  from  the  date  of  issuance,  as  follows : 

(1)  Between  the  terminal  point  Memphis,  Tenn.,  the  in¬ 
termediate  points  Tupelo  and  Columbus,  Miss.,  Tuscaloosa,  Birm¬ 
ingham,  and  Gadsden,  Ala.,  Atlanta  and  Athens,  Ga.,  Greenwood, 
Greenville,  Spartanburg,  and  Rock  Hill,  S.  C.,  and  the  terminal 
point  Charlotte,  N.  C. ; 

(2)  Between  the  terminal  point  Atlanta,  Ga.,  the  inter¬ 
mediate  points  LaGrange,  Columbus,  Albany,  Moultrie,  and  Val¬ 
dosta,  Ga.,  and  the  terminal  point  Jacksonville,  Fla. ; 

(3)  Between  the  terminal  point  Columbus,  Ga.,  the  inter¬ 
mediate  points  Macon  and  Augusta,  Ga.,  and  Orangeburg,  S.  C., 
and  the  terminal  point  Charleston,  S.  C. ; 
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(4)  Between  the  terminal  point  Memphis,  Tenn.,  the  inter¬ 
mediate  points  Clarksdale,  Greenville,  and  Vicksburg,  Miss.,  and 
the  terminal  point  Jackson,  Miss. ; 

(5)  Between  the  terminal  point  Memphis,  Tenn.,  the  inter¬ 
mediate  points  Tupelo,  Columbus,  and  Meridian,  Miss.,  and  the 
terminal  point  Jackson,  Miss. ; 

“(b)  Such  certificate  shall  also  include  an  extension  of  seg¬ 
ment  (4)  from  Jackson,  Miss.,  to  New  Orleans,  La.,  via  the  in¬ 
termediate  points  Natchez,  Miss.,  and  Baton  Rouge,  La.,  and  an 
extension  of  segment  (5)  from  Meridian  to  Hattiesburg,  Miss, 
via  Laurel,  Miss.,  and  (i)  beyond  Hattiesburg,  the  intermediate 
points  Mobile,  Ala.,  and  Gulfport-Biloxi,  Miss.,  and  the  terminal 
point  New  Orleans,  La.,  and  (ii)  beyond  Hattiesburg,  the  inter¬ 
mediate  point  Bogalusa,  La.,  and  the  terminal  point  New  Orleans, 
La.,  provided,  that  in  the  event  any  party  in  the  Mississippi  Valley 
Case,  or  in  the  Southeastern  States  Case,  supra,  deeming  itself 
aggrieved  by  the  extensions  authorized  in  this  subparagraph 
(b),  files  within  20  days  from  December  18,  1947,  a  petition  re¬ 
questing  further  hearing,  the  Board  will  reopen  said  proceedings 
for  further  hearing  on  the  question  whether  the  public  interest 
will  best  be  served  by  the  selection  of  Southern  Airways,  Inc., 
to  provide  service  over  such  extensions.  The  right  to  file  a  i>eti- 
tion  for  further  hearing  shall  be  without  prejudice  to  the  right 
of  any  party  to  file  a  petition  for  rehearing,  reargument,  or 
reconsideration  as  provided  in  section  285.11  of  the  Board's 
Economic  Regulations.” 

6.  That  the  application  of  Mid-Continent  Airlines,  Inc., 
Docket  No.  1888,  be  and  it  is  dismissed; 

7.  That  the  application  of  Braniff  Airways,  Inc.,  Docket  No. 
1791,  be  and  it  is  dismissed ; 

8.  That  the  portion  of  the  application  of  Chicago  and  Southern 
Air  Lines,  Inc.,  Docket  No.  1949,  proposing  three  local  service 
routes  between  St.  Louis,  Mo.,  and  Memphis,  Tenn.,  and  deferred 
for  consideration  with  the  Mississippi  Valley  Case  by  order  serial 
No.  E-783,  dated  September  3,  1947,  be  and  it  is  denied; 

9.  That  the  application  of  South  Central  Air  Transport,  Inc., 
Docket  No.  1531,  deferred  for  consideration  with  the  Mississippi 
Valley  Case  by  order  serial  No.  E-136,  dated  November  14,  1946, 
be  and  it  is  denied ; 

10.  That  the  application  of  Southern  Bus  Lines,  Docket  No. 
1779,  deferred  for  consideration  with  the  Mississippi  Valley  Case 
by  order  serial  No.  E-435,  dated  April  4, 1947,  be  and  it  is  denied; 

11.  That  those  applications  in  the  Southeastern  States  Case 
proposing  local  service  to  cities  in  Mississippi,  Louisiana,  Ala¬ 
bama,  and  Georgia,  insofar  as  they  were  deferred  for  considera¬ 
tion  with  the  Mississippi  Valley  Case  by  order  serial  No.  E-435, 
dated  April  4,  1947,  except  to  the  extent  to  which  certain  route 
segments  are  awarded  herein  to  Southern  Airways,  Inc.,  be  and 
they  are  denied ; 
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12.  That  order  serial  No.  3554,  dated  March  14,  1945,  grant¬ 
ing  to  Chicago  and  Southern  Air  Lines,  Inc.,  a  temporary  exemp¬ 
tion  from  the  provisions  of  section  401  (a)  of  the  Civil  Aero¬ 
nautics  Act  of  1938,  as  amended,  insofar  as  said  provisions 
would  otherwise  prevent  Chicago  and  Southern  Air  Lines,  Inc., 
from  engaging  in  air  transportation  with  respect  to  persons,  prop¬ 
erty,  and  mail  to  and  from  El  Dorado,  Ark.,  as  an  intermediate 
point  between  Pine  Bluff,  Ark.,  and  Shreveport,  La.,  be  and  it  is 
rescinded,  effective  30  days  from  the  date  of  issuance  of  the 
Board’s  decision  herein; 

13.  That  the  application  of  Delta  Air  Lines,  Inc.,  Docket  No. 
1860,  proposing  service  to  Monroe,  La.,  as  an  intermediate  point 
between  Shreveport  and  New  Orleans,  La.,  on  route  No.  24,  be 
and  it  is  deferred  for  consideration  when  the  application  of  Mid- 
Continent  Airlines,  Inc.,  in  Docket  No.  1956  is  submitted  to  the 
Board  for  decision ; 

14.  That  the  remaining  applications  in  the  Mississippi  Valley 
Case ,  except  to  the  extent  to  which  they  are  herein  granted,  dis¬ 
missed,  or  deferred,  be  and  they  are  denied. 


Certificates 

TRANSCONTINENTAL  &  WESTERN  AIR,  INC. 
is  hereby  authorized,  subject  to  the  provisions  hereinafter^  set 
forth,  the  provisions  of  Title  IV  of  the  Civil  Aeronautics  Act  of 
1938,  as  amended,  and  the  orders,  rules,  and  regulations  issued 
thereunder,  to  engage  in  air  transportation  with  respect  to  per¬ 
sons,  property,  and  mail,  as  follows : 

1.  Between  the  terminal  point  San  Francisco,  Calif.,  the  interme¬ 
diate  points  Oakland,  Fresno,  and  Los  Angeles,  Calif.,  Las  Vegas  and 
Boulder  City,  Nev.,  Grand  Canyon,  Phoenix,  and  Winslow,  Ariz.,  Albu¬ 
querque,  N.  Mex.,  Amarillo,  Tex.,  Wichita  and  Topeka,  Kans.,  Kansas 
City,  Columbia,  and  St.  Louis,  Mo.,  Terre  Haute,  Indianapolis,  and 
Richmond,  Ind.,  Cincinnati,  Dayton,  and  Springfield,  Ohio,  and  (ja) 
beyond  Springfield,  the  intermediate  points  Marion  and  Mansfield,  Ohio, 
and  the  terminal  point  Cleveland,  Ohio,  and  (b)  beyond  Springfield, 
the  intermediate  points  Columbus,  Ohio,  Wheeling  and  Morgantown, 
W.  Va.,  and  the  terminal  point  Washington,  D.  C.,  and  (c)  beyona 
Springfield,  the  intermediate  points  Columbus  and  Zanesville,  Ohio, 
Pittsburgh,  Pa.,  and  (i)  beyond  Pittsburgh,  the  intermediate  points 
Williamsport,  Pa.,  Binghamton  and  Albany,  N.  Y.,  and  the  terminal 

g>int  Boston,  Mass.,  and  (ii)  beyond  Pittsburgh,  the  intermediate  points 
arrisburg,  Lancaster,  Reading,  and  Allen  to wn-Bethlehem,  Pa.,  Wil¬ 
mington,  Del.,  and  Philadelphia,  Pa.,  and  the  coterminal  points  New 
York,  N.  Y.,  and  Newark,  N.  J.  (said  authorization  as  to  Marion, 
Mansfield,  and  Springfield,  Ohio,  Richmond,  Ind.,  and  Zanesville,  Ohio, 
to  expire  on  September  4,  1950,  at  12:01  a.m.) ; 

2.  Between  the  terminal  point  San  Francisco,  Calif.,  the  interme¬ 
diate  points  Oakland,  Fresno,  and  Los  Angeles,  Calif.,  Las  Vegas  and 
Boulder  City,  Nev.,  Grand  Canyon,  Phoenix,  and  Winslow,  Ariz.,  Al¬ 
buquerque,  N.  Mex.,  Amarillo,  Tex.,  Wichita  and  Topeka,  Kans.,  Kansas 
City,  Mo.,  and  (a)  beyond  Kansas  City,  the  intermediate  points  Hanni¬ 
bal,  Mo.-Quincy,  Ill.,  Peoria  and  Chicago,  HI.,  and  the  coterminal  points 
New  York,  N.  Y.,  and  Newark,  N.  J.,  and  (b)  beyond  Kansas  City,  the 
intermediate  points  Hannibal,  Mo.-Quincy,  Ill.,  Peoria  and  Chicago,  Ill., 
Fort  Wayne,  Ind.,  Lima,  Marion,  and  Mansfield,  Ohio,  and  the  terminal 
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point  Pittsburgh,  Pa.,  (said  authorization  as  to  Fort  Wayne,  Lima, 
Marion,  and  Mansfield,  to  expire  on  September  4,  1950,  at  12:01  a.m.) ; 
and 

3.  Between  the  terminal  point  Chicago,  Ill.,  the  intermediate  points 
South  Bend  and  Fort  Wayne,  Ind.,  Dayton,  Springfield,  and  Columbus, 
Ohio,  and  (a)  beyond  Columbus,  the  intermediate  points  Wheeling  and 
Morgantown,  W.  Va.,  and  the  terminal  point  Washington,  D.  C.,  and 
(b)  beyond  Columbus,  the  intermediate  points  Zanesville,  Ohio,  and 
Pittsburgh,  Pa.,  and  (i)  beyond  Pittsburgh,  the  intermediate  points 
Williamsport,  Pa.,  Binghamton  and  Albany,  N.  Y.,  and  the  terminal 
point  Boston,  Mass.,  and  (ii)  beyond  Pittsburgh,  the  intermediate 
points  Harrisburg,  Lancaster,  Reading,  and  Allentown-Bethlehem,  Pa., 
Wilmington,  Del.,  and  Philadelphia,  Pa.,  and  the  coterminal  points  New 
York,  N.  Y.,  and  Newark,  N.  J.  (said  authorization  as  to  Zanesville 
and  Springfield,  Ohio,  to  expire  on  September  4,  1950,  at  12:01  a.m.), 

to  be  known  as  route  No.  2. 

The  service  herein  authorized  is  subject  to  the  following  terms, 
conditions,  and  limitations: 

1.  The  holder  shall  render  service  to  and  from  each  of  the 
points  named  herein,  except  as  temporary  suspensions  of  service 
may  be  authorized  by  the  Board,  and  may  begin  or  terminate, 
or  begin  and  terminate,  trips  at  points  short  of  terminal  points. 

2.  The  holder  may  continue  to  serve  regularly  any  point 
named  herein  through  the  airport  last  regularly  used  by  the 
holder  to  serve  such  point  prior  to  the  date  of  issuance  of  this 
certificate,  as  amended,  and  may  continue  to  maintain  regularly 
scheduled  nonstop  service  between  any  two  points  not  consecu¬ 
tively  named  herein  if  nonstop  service  was  regularly  scheduled 
by  the  holder  between  such  points  on  the  date  of  issuance  of  this 
certificate,  as  amended.  Upon  compliance  with  such  procedure 
relating  thereto  as  may  be  prescribed  by  the  Board,  the  holder 
may,  in  addition  to  the  service  hereinabove  expressly  prescribed, 
regularly  serve  a  point  named  herein  through  any  airport  con¬ 
venient  thereto,  and  render  scheduled  nonstop  service  between 
any  two  points  not  consecutively  named  herein  between  which 
service  is  authorized  hereby. 

3.  The  holder  shall  not  serve  the  following  pairs  of  points 
on  the  same  flight:  Phoenix  and  Grand  Canyon,  Ariz.;  Chicago, 
Ill.,  and  Cleveland,  Ohio;  and  Fort  Wayne,  Ind.,  and  Cleveland, 
Ohio. 

4.  The  holder  shall  serve  Los  Angeles  and  San  Francisco,  Los 
Angeles  and  Oakland,  or  Los  Angeles  and  Fresno  on  the -same 
flights  only  when  such  flights  originate  or  terminate  at  Albu¬ 
querque,  N.  Mex.,  or  points  east  thereof,  and  shall  not  engage  in 
local  transportation  between  Las  Vegas,  Nev.,  and  Los  Angeles, 
Calif. 

5.  Scheduled  nonstop  service  between  Chicago,  HI.,  and  Bos¬ 
ton,  Mass.,  and  between  Chicago  and  Washington,  D.  C.,  shall 
be  rendered  only  on  flights  originating  or  terminating  at  Kansas 
City,  Mo.,  or  a  point  west  thereof. 

6.  The  holder  shall  not  serve  Indianapolis,  Ind.,  and  Cin¬ 
cinnati,  Ohio,  consecutively  on  the  same  flight. 
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7.  The  holder  shall  serve  Columbus  or  Dayton,  Ohio,  on  all 
flights  serving  Cincinnati,  Ohio,  and  Washington,  D.  C. 

8.  In  the  operation  of  any  nonstop  flight  authorized  herein, 
the  holder  shall  not  make  operational  stops,  unless  caused  by  an 
emergency  or  considerations  of  safety  arising  during  such  flight, 
at  any  point  not  named  between  the  two  terminals  of  such  flight 
in  a  certificate  of  public  convenience  and  necessity  of  the  holder. 

The  exercise  of  the  privileges  granted  by  this  certificate,  as 
amended,  shall  be  subject  to  such  other  reasonable  terms,  condi¬ 
tions,  and  limitations  required  by  the  public  interest  as  may  from 
time  to  time  be  prescribed  by  the  Board. 

This  certificate,  as  amended,  shall  be  effective  on  the  18th  day 
of  December  1947. 

In  Witness  Whereof,  the  Civil  Aeronautics  Board  has  caused 
this  certificate,  as  amended,  to  be  executed  by  its  Chairman  and 
the  seal  of  the  Board  to  be  affixed  hereto,  attested  by  the  Secre¬ 
tary  of  the  Board  on  the  18th  day  of  December  1947. 

EASTERN  AIR  LINES,  INC. 

is  hereby  authorized,  subject  to  the  provisions  hereinafter  set 
forth,  the  provisions  of  Title  IV  of  the  Civil  Aeronautics  Act  of 
1938,  as  amended,  and  the  orders,  rules,  and  regulations  issued 
thereunder,  to  engage  in  air  transportation  with  respect  to  per¬ 
sons,  property,  and  mail,  as  follows : 

Between  the  terminal  point  Boston,  Mass.,  the  intermediate  points 
Providence,  R.  I.,  Hartford  and  New  Haven,  Conn.,  New  York,  N.  Y., 
Newark,  N.  J.,  Philadelphia,  Pa.,  Atlantic  City,  N.  J.,  Baltimore,  Md., 
Washington,  D.  C.,  Richmond  and  Danville,  Va.,  Raleigh-Durham, 
Winston-Salem,  Greensboro-High  Point,  and  Charlotte,  N.  C.,  Spar¬ 
tanburg  and  Greenville,  S.  C.,  and  (a)  beyond  Greenville,  the  terminal 
point  Chattanooga,  Tenn.,  and  (b)  beyond  Greenville,  the  intermediate 
points  Anderson,  S.  C.,  Augusta,  Atlanta,  and  Columbus,  Ga.,  Birming¬ 
ham,  Montgomery,  and  Dothan,  Ala.,  Pensacola,  Fla.,  Mobile,  Ala.,  New 
Orleans,  Baton  Rouge,  Lafayette-New  Iberia,  and  Lake  Charles,  La., 
Beaumont-Port  Arthur  and  Houston,  Tex.,  and  (i)  beyond  Houston,  the 
intermediate  point  Corpus  Christi,  Tex.,  and  the  terminal  point  Browns¬ 
ville,  Tex.,  and  (ii)  beyond  Houston,  the  terminal  point  San  Antonio, 
Tex., 

to  be  known  as  route  No.  5. 

The  service  herein  authorized  is  subject  to  the  following  terms, 
conditions,  and  limitations: 

1.  The  holder  shall  render  service  to  and  from  each  of  the 
points  named  herein,  except  as  temporary  suspensions  of  service 
may  be  authorized  by  the  Board,  and  may  begin  or  terminate,  or 
begin  and  terminate,  trips  at  points  short  of  terminal  pointsl 

2.  The  holder  may  continue  to  serve  regularly  any  point  named 
herein  through  the  airport  last  regularly  used  by  the  holder  to 
serve  such  point  prior  to  the  date  of  issuance  of  this  certificate, 
as  amended,  and  may  continue  to  maintain  regularly  scheduled 
nonstop  service  between  any  two  points  not  consecutively  named 
herein  if  nonstop  service  was  regularly  scheduled  by  the  holder 
between  such  points  on  the  date  of  issuance  of  this  certificate, 
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as  amended.  Upon  compliance  with  such  procedure  relating 
thereto  as  may  be  prescribed  by  the  Board,  the  holder  may,  in 
addition  to  the  service  hereinabove  expressly  prescribed,  reg¬ 
ularly  serve  a  point  named  herein  through  any  airport  con¬ 
venient  thereto,  and  render  scheduled  nonstop  service  between 
any  two  points  not  consecutively  named  herein  between  which 
service  is  authorized  hereby. 

3.  The  holder  shall  not  serve  Birmingham,  Ala.,  and  Atlanta, 
Ga.,  by  flights  originating  at  Birmingham  and  terminating  at 
Atlanta  or  by  flights  originating  at  Atlanta  and  terminating  at 
Birmingham. 

4.  The  holder  shall  not  serve  Birmingham,  Ala.,  by  flights 
serving  both  New  Orleans,  La.,  and  Chicago,  Ill. 

5.  The  holder  shall  not  serve  the  following  pairs  of  points 
on  the  same  flight:  Greensboro-High  Point  and  Winston-Salem, 
N.  C. ;  Raleigh-Durham  and  Greensboro-High  Point;  Raleigh-Dur- 
ham  and  Winston-Salem,  N.  C.;  Danville,  Va.,  and  Raleigh- 
Durham;  Augusta,  Ga.,  and  Greenville,  S.  C.,  and  Augusta  and 
Spartanburg,  S.  C. 

6.  The  holder  shall  serve  Boston,  Mass.,  only  on  flights  orig¬ 
inating  or  terminating  south  of  Richmond,  Va.,  or  west  of  Charles¬ 
ton,  W.  Va. 

7.  The  holder  shall  serve  Providence,  R.  I.,  and  Hartford  and 
New  Haven,  Conn.,  only  on  flights  originating  at  Boston,  Mass., 
and  terminating  south  of  Richmond,  Va.,  or  west  of  Charleston, 
W.  Va:,  or  on  flights  originating  south  of  Richmond  or  west  of 
Charleston,  and  terminating  at  Boston. 

8.  The  holder  shall  serve  Augusta,  Ga.,  only  on  flights  orig¬ 
inating  at  New  Orleans,  La.,  or  a  point  west  thereof  and  terminat¬ 
ing  at  New  York,  N.  Y.,  or  a  point  north  thereof,  or  originating 
at  New  York  or  a  point  north  thereof  and  terminating  at  New 
Orleans  or  a  point  west  thereof. 

9.  The  holder  shall  serve  Dothan,  Ala.,  only  on  flights  originat¬ 
ing  or  terminating  at  Atlanta,  Ga.,  or  a  point  north  thereof. 

The  exercise  of  the  privileges  granted  by  this  certificate,  as 
amended,  shall  be  subject  to  such  reasonable  terms,  conditions, 
and  limitations  required  by  the  public  interest  as  may  from  time 
to  time  be  prescribed  by  the  Board. 

This  certificate,  as  amended,  shall  be  effective  on  the  18th  day 
of  December  1947. 

In  Witness  Whereof,  the  Civil  Aeronautics  Board  has  caused 
this  certificate,  as  amended,  to  be  executed  by  its  Chairman  and 
the  seal  of  the  Board  to  be  affixed  hereto,  attested  by  the  Secre¬ 
tary  of  the  Board,  on  the  18th  day  of  December  1947. 

DELTA  AIR  LINES,  INC. 

is  hereby  authorized,  subject  to  the  provisions  hereinafter  set 
forth,  the  provisions  of  Title  IV  of  the  Civil  Aeronautics  Act  of 
1938,  as  amended,  and  the  orders,  rules,  and  regulations  issued 
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thereunder,  to  engage  in  air  transportation  with  respect  to  'per¬ 
sons,  property,  and  mail,  as  follows: 

1.  Between  the  terminal  point  Fort  Worth,  Tex.,  the  intermediate 

Sints  Dallas,  Tyler,  and  Longview-Kilgore,  Tex.,  Shreveport,  Alexan- 
ia,  and  Baton  Rouge,  La.,  and  the  terminal  point  New  Orleans,  La|. 

2.  Between  the  terminal  point  Fort  Worth,  Tex.,  the  intermediate 
points  Dallas,  Tyler,  and  Longview-Kilgore,  Tex.,  Shreveport  and  Mon¬ 
roe,  La.,  Jackson  and  Meridian,  Miss.,  and  (a)  beyond  Meridian,  the 
intermediate  points  Birmingham,  Ala.,  and  Atlanta,  Ga.,  and  (b)  be¬ 
yond  Meridian,  the  intermediate  points  Selma  and  Montgomery,  Ala., 


the  terminal  point  Savannah,  Ga.,  and  (iii)  beyond  Atlanta,  the  inter¬ 
mediate  point  Macon,  Ga.,  and  the  terminal  point  Savannah,  Ga., 

to  be  known  as  route  No.  24. 

The  service  herein  authorized  is  subject  to  the  following  terms, 
conditions,  and  limitations: 

1.  The  holder  shall  render  service  to  and  from  each  of  the 
points  named  herein,  except  as  temporary  suspensions  of  service 
may  be  authorized  by  the  Board,  and  may  begin  or  terminate,  or 
begin  and  terminate,  trips  at  points  short  of  terminal  points. 

2.  The  holder  may  continue  to  serve  regularly  any  point 
named  herein  through  the  airport  last  regularly  used  by  the 
holder  to  serve  such  point  prior  to  the  date  of  issuance  of  this 
certificate,  as  amended,  and  may  continue  to  maintain  regularly 
scheduled  nonstop  service  between  any  two  points  not  consecu¬ 
tively  named  herein  if  nonstop  service  was  regularly  scheduled 
by  the  holder  between  such  points  on  the  date  of  issuance  of  this 
certificate,  as  amended.  Upon  compliance  with  such  procedure 
relating  thereto  as  may  be  prescribed  by  the  Board,  the  holder 
may,  in  addition  to  the  service  hereinabove  expressly  prescribed, 
regularly  serve  a  point  named  herein  through  any  airport  con¬ 
venient  thereto,  and  render  scheduled  nonstop  service  between 
any  two  points  not  consecutively  named  herein  between  which 
service  is  authorized  hereby. 

The  exercise  of  the  privileges  granted  by  this  certificate,  as 
amended,  shall  be  subject  to  such  reasonable  terms,  conditions, 
and  limitations  required  by  the  public  interest  as  may  from  time 
to  time  be  prescribed  by  the  Board. 

This  certificate,  as  amended,  shall  be  effective  on  the  18th  day 
of  December  1947. 


ed 


In  Witness  Whereof,  the  Civil  Aeronautics  Board  has  caus 
this  certificate,  as  amended,  to  be  executed  by  its  Chairman  and 
the  seal  of  the  Board  to  be  affixed  hereto,  attested  by  the  Secre¬ 
tary  of  the  Board  on  the  18th  day  of  December  1947. 

mid-continent  airlines,  INC. 

is  hereby  authorized,  subject  to  the  provisions  hereinafter  set 
forth,  the  provisions  of  Title  IV  of  the  Civil  Aeronautics  Act  of 
1938,  as  amended,  and  the  orders,  rules,  and  regulations  issued 
thereunder,  to  engage  in  air  transportation  with  respect  to  per- 
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sons,  property,  and  mail,  as  follows : 

Between  the  terminal  point  New  Orleans,  La.,  the  intermediate  points 
Shreveport,  La.,  Texarkana,  Tex.-Ark.,  Fort  Smith,  Ark.,  Muskogee 
and  Tulsa,  Okla.,  Joplin  and  Kansas  City,  Mo.,  and  (a)  beyond  Kansas 
City,  the  intermediate  point  Jefferson  City,  Mo.,  and  the  terminal  point 
St.  Louis,  Mo.,  and  (b)  beyond  Kansas  City,  the  intermediate  points  St. 
Joseph,  Mo.,  Omaha,  Nebr.,  Sioux  City,  Iowa,  Sioux  Falls  and  Huron, 

S.  Dak.,  and  (i)  beyond  Huron,  the  intermediate  point  Watertown, 

S.  Dak.,  and  the  terminal  point  St.  Paul-Minneapolis,  Minn.,  and  (ii) 
beyond  Huron,  the  intermediate  points  Aberdeen,  S.  Dak.,  Bismarck- 
Mandan,  N.  Dak.,  and  the  terminal  point  Minot,  N.  Dak., 

to  be  known  as  route  No.  26. 

The  service  herein  authorized  is  subject  to  the  following  terms, 
conditions,  and  limitations : 

1.  The  holder  shall  render  service  to  and  from  each  of  the 
points  named  herein,  except  as  temporary  suspensions  of  service 
may  be  authorized  by  the  Board,  and  may  begin  or  terminate, 
or  begin  and  terminate,  trips  at  points  short  of  terminal  points. 

2.  The  holder  may  continue  to  serve  regularly  any  point  named 
herein  through  the  airport  last  regularly  used  by  the  holder  to 
serve  such  point  prior  to  the  date  of  issuance  of  this  certificate, 
as  amended,  and  may  continue  to  maintain  regularly  scheduled 
nonstop  service  between  any  two  points  not  consecutively  named 
herein  if  nonstop  service  was  regularly  scheduled  by  the  holder 
between  such  points  on  the  date  of  issuance  of  this  certificate,  as 
amended.  Upon  compliance  with  such  procedure  relating  thereto 
as  may  be  prescribed  by  the  Board,  the  holder  may,  in  addition 
to  the  service  hereinabove  expressly  prescribed,  regularly  serve 
a  point  named  herein  through  any  airport  convenient  thereto, 
and  render  scheduled  nonstop  service  between  any  two  points  not 
consecutively  named  herein  between  which  service  is  authorized 
hereby. 

The  service  herein  authorized  is  subject  to  the  condition  that 
service  between  Shreveport  and  New  Orleans,  La.,  shall  be  ren¬ 
dered  only  on  flights  originating  at  (a)  St.  Louis,  Mo.,  or  (b) 
Kansas  City,  Mo.,  or  a  point  north  thereof,  and  terminating  at 
New  Orleans,  or  originating  at  New  Orleans  and  terminating  at 
(a)  St.  Louis,  or  (b)  Kansas  City,  or  a  point  north  thereof. 

The  exercise  of  the  privileges  granted  by  this  certificate,  as 
amended,  shall  be  subject  to  such  other  reasonable  terms,  con¬ 
ditions,  and  limitations  required  by  the  public  interest  as  may 
from  time  to  time  be  prescribed  by  the  Board. 

This  certificate,  as  amended,  shall  be  effective  on  the  18th  day 
of  December  1947. 

In  Witness  Whereof,  the  Civil  Aeronautics  Board  has  caused 
this  certificate,  as  amended,  to  be  executed  by  its  Chairman  and 
the  seal  of  the  Board  to  be  affixed  hereto,  attested  by  the  Secre¬ 
tary  of  the  Board,  on  the  18th  day  of  December  1947. 
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CHICAGO  AND  SOUTHERN  AIR  LINES,  INC. 

is  hereby  authorized,  subject  to  the  provisions  hereinafter  set 
forth,  the  provisions  of  Title  IV  of  the  Civil  Aeronautics  Act  of 
1938,  as  amended,  and  the  orders,  rules,  and  regulations  issued 
thereunder,  to  engage  in  air  transportation  with  respect  to  per¬ 
sons,  property,  and  mail,  as  follows: 

1.  Between  the  terminal  point  Chicago,  Ill.,  the  intermediate  points 
Peoria,  Bloomington,  and  Springfield,  Ill.,  St.  Louis,  Mo.,  Memphis, 
Tenn.,  and  (a)  beyond  Memphis,  the  intermediate  points  Greenwood 
and  Jackson,  Miss.,  and  the  terminal  point  New  Orleans,  La.,  and  (b) 
beyond  Memphis,  the  intermediate  points  Little  Rock,  Hot  Springs,  Pine 
Bluff,  and  El  Dorado,  Ark.,  Shreveport,  La.,  Beaumont-Port  Arthur, 
Tex.,  and  the  terminal  point  Houston,  Tex.; 

2.  Between  the  terminal  point  Detroit,  Mich.,  the  intermediate  points 
Toledo,  Ohio,  Fort  Wayne,  Marion,  Anderson-Muncie-New  Castle,  In¬ 
dianapolis,  and  Evansville,  Ind.,  Paducah,  Ky.,  Memphis,  Tenn.,  and  (a) 
beyond  Memphis,  the  intermediate  points  Greenwood  and  Jackson,  Misg., 
and  the  terminal  point  New  Orleans,  La.,  and  (b)  beyond  Memphis,  the 
intermediate  points  Little  Rock,  Hot  Springs,  Pine  Bluff,  and  El  Dp- 
rado,  Ark.,  Shreveport,  La.,  and  Beaumont-Port  Arthur,  Tex.,  and  the 
terminal  point  Houston,  Tex.; 

3.  Between  the  terminal  point  Chicago,  Ill.,  the  intermediate  poinis 
Terre  Haute  and  Evansville,  Ind.,  Paducah,  Ky.,  Memphis,  Tenn.,  and 
(a)  beyond  Memphis,  the  intermediate  points  Greenwood  and  Jacksoh, 
Miss.,  and  the  terminal  point  New  Orleans,  La.,  and  (b)  beyond  Mem¬ 
phis,  the  intermediate  points  Little  Rock,  Hot  Springs,  Pine  Bluff,  and 
El  Dorado,  Ark.,  Shreveport,  La.,  and  Beaumont-Port  Arthur,  Tex.,  and 
the  terminal  point  Houston,  Tex.;  and 

4.  Between  the  terminal  point  Kansas  City,  Mo.,  the  intermediate 
points  Springfield,  Mo.,  and  Memphis,  Tenn.,  and  (a)  beyond  Memphis, 
the  intermediate  points  Greenwood  and  Jackson,  Miss.,  and  the  terminal 
point  New  Orleans,  La.,  and  (b)  beyond  Memphis,  the  intermediate 
points  Little  Rock,  Hot  Springs,  Pine  Bluff,  and  El  Dorado,  Ark., 
Shreveport,  La.,  and  Beaumont-Port  Arthur,  Tex.,  and  the  terminal 
point  Houston,  Tex., 

to  be  known  as  route  No.  8. 

The  service  herein  authorized  is  subject  to  the  following  terrjns, 
conditions,  and  limitations: 

1.  The  holder  shall  render  service  to  and  from  each  of  the 
points  named  herein,  except  as  temporary  suspensions  of  service 
may  be  authorized  by  the  Board,  and  may  begin  or  terminate, 
or  begin  and  terminate,  trips  at  points  short  of  terminal  points. 

2.  The  holder  may  continue  to  serve  regularly  any  point  named 
herein  through  the  airport  last  regularly  used  by  the  holder  to 
serve  such  point  prior  to  the  date  of  issuance  of  this  certificate, 
as  amended,  and  may  continue  to  maintain  regularly  scheduled 
nonstop  service  between  any  two  points  not  consecutively  named 
herein  if  nonstop  service  was  regularly  scheduled  by  the  holder 
between  such  points  on  the  date  of  issuance  of  this  certificate,  as 
amended.  Upon  compliance  with  such  procedure  relating  thereto 
as  may  be  prescribed  by  the  Board,  the  holder  may,  in  addition 
to  the  service  hereinabove  expressly  prescribed,  regularly  serve 
a  point  named  herein  through  any  airport  convenient  thereto, 
and  render  scheduled  nonstop  service  between  any  two  points 
not  consecutively  named  herein  between  which  service  is  au- 
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thorized  hereby. 

3.  Flights  between  Chicago,  Ill.,  and  Houston,  Tex.,  shall 
serve  Memphis,  Tenn. 

4.  Flights  between  Kansas  City,  Mo.,  and  New  Orleans,  La., 
between  Kansas  City  and  Shreveport,  La.,  or  between  Kansas 
City  and  Houston,  Tex.,  shall  serve  both  Springfield,  Mo.,  and 
Memphis,  Tenn. 

The  exercise  of  the  privileges  granted  by  this  certificate,  as 
amended,  shall  be  subject  to  such  other  reasonable  terms,  con¬ 
ditions,  and  limitations  required  by  the  public  interest  as  may 
from  time  to  time  be  prescribed  by  the  Board. 

This  certificate,  as  amended,  shall  be  effective  on  the  18th  day 
of  December  1947. 

In  Witness  Whereof,  the  Civil  Aeronautics  Board  has  caused 
this  certificate,  as  amended,  to  be  executed  by  its  Chairman  and 
the  seal  of  the  Board  to  be  affixed  hereto,  attested  by  the  Secre¬ 
tary  of  the  Board,  on  the  18th  day  of  December  1947. 

TRANS-TEXAS  AIRWAYS 

is  hereby  authorized,  subject  to  the  provisions  hereinafter  set 
forth,  the  provisions  of  Title  IV  of  the  Civil  Aeronautics  Act  of 
1938,  as  amended,  and  the  orders,  rules,  and  regulations  issued 
thereunder,  to*  engage  in  air  transportation  with  respect  to  per¬ 
sons,  property,  and  mail,  as  follows: 

1.  Between  the  terminal  point  El  Paso,  Tex.,  the  intermediate 
points  Van  Horn,  Marfa,  Alpine,  Fort  Stockton,  Del  Rio,  Eagle  Pass, 
and  Uvalde,  Tex.,  and  the  terminal  point  San  Antonio,  Tex.; 

2.  Between  the  terminal  point  Eagle  Pass,  Tex.,  the  intermediate 
points  Crystal  City,  Laredo,  Mission-McAllen-Edinburg  (to  be  served 
through  Moore  Field),  and  Harlingen,  Tex.,  and  the  terminal  point 
Brownsville,  Tex.; 

3.  Between  the  terminal  point  San  Antonio,  Tex.,  the  intermediate 
points  Victoria,  Bay  City,  and  Freeport,  Tex.,  and  the  terminal  point 
Houston,  Tex.; 

4.  Between  the  terminal  point  Fort  Stockton,  Tex.,  the  intermediate 
points  McCamey-Sheffield  (to  be  served  through  McCamey  Airport), 
San  Angelo,  Coleman,  Brownwood,  Stephenville,  and  Fort  Worth,  Tex., 
and  the  terminal  point  Dallas,  Tex.;  and 

5.  Between  the  terminal  point  Dallas,  Tex.,  the  intermediate  points 
Corsicana,  Palestine,  and  Lufkin,  Tex.,  and  (a)  beyond  Lufkin,  the 
terminal  point  Houston,  Tex.,  and  (b)  beyond  Lufkin,  the  intermediate 
points  Beaumont  and  Galveston,  Tex.,  and  the  terminal  point  Houston, 
Tex., 

to  be  known  as  route  No.  82. 

The  service  herein  authorized  is  subject  to  the  following  terms, 
conditions,  and  limitations: 

1.  The  holder  shall  render  service  to  and  from  each  of  the 
points  named  herein,  except  as  temporary  suspensions  of  service 
may  be  authorized  by  the  Board,  and  may  begin  or  terminate,  or 
begin  and  terminate,  trips  at  points  short  of  terminal  points. 

2.  The  holder  may  continue  to  serve  regularly  any  point  named 
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herein  through  the  airport  last  regularly  used  by  the  holder  to 
serve  such  point  prior  to  the  date  of  issuance  of  this  certificate, 
as  amended.  Upon  compliance  with  such  procedure  relating 
thereto  as  may  be  prescribed  by  the  Board,  the  holder  may,  in 
addition  to  the  service  hereinabove  expressly  prescribed,  reg¬ 
ularly  serve  a  point  named  herein,  other  than  a  point  required 
to  be  served  through  an  airport  named  herein,  through  any  airport 
convenient  thereto. 

3.  On  each  trip  operated  by  the  holder  over  all  or  parjt  of 
one  of  the  five  numbered  route  segments  in  this  certificate,  as 
amended,  the  holder  shall  stop  at  each  point  named  between  the 
point  of  origin  and  point  of  termination  of  such  trip  on  such 
segment,  except  a  point  or  points  with  respect  to  which  (a)  the 
Board,  pursuant  to  such  procedure  as  the  Board  may  from  time 
to  time  prescribe,  may  by  order  relieve  the  holder  from  th^  re¬ 
quirements  of  such  condition,  (b)  the  holder  is  authorized  by  the 
Board  to  suspend  service,  or  (c)  the  holder  is  unable  to  render 
service  on  such  trip  because  of  adverse  weather  conditions  or 
other  conditions  which  the  holder  could  not  reasonably  have  been 
expected  to  foresee  or  control. 

.The  exercise  of  the  privileges  granted  by  this  certificate,  as 
amended,  shall  be  subject  to  such  other  reasonable  terms,  condi¬ 
tions,  and  limitations  required  by  the  public  interest  as  may  from 
time  to  time  be  prescribed  by  the  Board. 

This  certificate,  as  amended,  shall  be  effective  on  the  18th  day 
of  December  1947,  and  shall  continue  in  effect  up  to  and  including 
May  13, 1950. 

In  Witness  Whekeof,  the  Civil  Aeronautics  Board  has  caused 
this  certificate,  as  amended,  to  be  executed  by  its  Chairman  and 
the  seal  of  the  Board  to  be  affixed  hereto,  attested  by  the  Secre¬ 
tary  of  the  Board,  on  this  18th  day  of  December  1947. 

Appendix  No.  1 

Ark-La-Tex  Aviation  Corporation,  Docket  No.  2099. — Ark-La-Tex,  a 
Louisiana  corporation,  seeks  to  conduct  air  transportation  services  over 
four  clover-leaf  routes,  totaling  1,443  miles,  out  of  Shreveport,  La.,  serving 
27  communities  in  the  States  of  Arkansas,  Louisiana,  and  Texas.  It  con¬ 
templates  conducting  an  aircraft  sales  agency,  shop,  and  maintenance  or¬ 
ganization  in  conjunction  with  its  proposed  feeder  airline  service.  At  the 
time  of  the  hearing  Ark-La-Tex  had  a  fully  paid  in  capitalization  of  $10,000 
for  the  purpose  of  defraying  the  expense  of  organizing,  prosecuting  its  appli¬ 
cation  herein,  and  for  incidentals  in  connection  with  investigating  and  con¬ 
tacting  manufacturers  for  a  distributorship  for  aircraft. 

John  H.  Oliphant,  president  of  the  company  and  holder  of  20  percent  of 
the  stock,  was  a  captain  in  the  Army  Air  Force  and  flew  as  a  fighter  pilot 
in  combat.  His  duties  with  Ark-La-Tex  would  consist  of  operations  and 
maintenance.  The  remaining  80  percent  of  the  company's  stock  is  divided 
among  the  shareholders  who  are  principally  dealers  in  automobiles,  sales, 
and  service.  The  officers  and  stockholders  of  the  applicant  are  citizens  of 
the  United  States.  The  company  estimated  that  between  $250,000  and 
$300,000  would  be  needed  to  finance  its  proposal.  It  is  the  intention  of  the 
shareholders  to  have  a  closed  corporation  and  to  own  all  the  stock  themselves. 
The  present  stockholders  of  the  company  have  an  aggregate  net  worth  of 
between  $900,000  and  $1,000,000. 
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Ark-La-Tex  proposes  to  acquire  five  aircraft  and  to  schedule  one  flight 
daily  in  clockwise  and  counterclockwise  directions  over  each  of  its  four 
routes.  Its  total  administrative  expenses  were  figured  at  $31,800  and 
maintenance  expenses  were  estimated  at  $13,600.  Ark-La-Tex  estimated 
that  its  proposed  operation  would  produce  passenger  revenues  of  approxi¬ 
mately  6  cents  per  mile  and  mail  revenue  of  50  cents  per  mile.  Its  estimates 
are  entirely  judgment  figures  based  upon  the  assumption  that  it  would  carry 
7  passengers  per  mile,  200  pounds  of  mail,  and  50  pounds  of  express  or 
excess  baggage.  It  requests  either  a  permanent  or  temporary  certificate  to 
transport  persons,  property,  and  mail — 

1.  Between  Shreveport,  La.,  and  Shreveport,  La.,  via  Marshall,  Long¬ 
view,  Tyler,  Jacksonville,  Lufkin,  Nacogdoches,  Henderson,  Kilgore,  Long¬ 
view,  and  Marshall,  Tex. 

2.  Between  Shreveport,  La.,  and  Shreveport,  La.,  via  El  Dorado,  Camden, 
Arkadelphia,  Hot  Springs,  Hope,  and  Texarkana,  Ark. 

3.  Between  Shreveport,  La.,  and  Shreveport,  La.,  via  Arcadia,  Ruston, 
Monroe,  and  Tallulah,  La.,  Vicksburg  and  Natchez,  Miss.,  and  Alexandria 
and  Natchitoches,  La. 

4.  Between  Shreveport,  La.,  and  Shreveport,  La.,  via  Many,  De  Ridder, 
Lake  Charles,  Oakdale,  Alexandria,  and  Natchitoches,  La. 

Branzff  Airways,  Inc.,  Docket  No.  1791. — Application  for  approval  under 
section  408  of  the  acquisition  of  control  of  Kansas  City  Airways,  Inc.,  if 
such  control  exists. 

Docket  No.  1799 

Requests  either  a  new  certificate  or  an  amendment  of  its  certificate  for 
route  No.  50  to  transport  persons,  property,  and  mail — 

1.  Between  Houston,  Tex.,  and  New  Orleans,  La.,  via  Galveston,  Tex. 

2.  Between  Houston,  Tex.,  and  New  Orleans,  La.,  via  Beaumont-Port 
Arthur,  Tex. 

Docket  No.  1861 

Requests  either  a  new  certificate  or  an  amendment  of  its  certificate  for 
route  No.  15  to  transport  persons,  property,  and  mail  between  Memphis, 
Tenn.,  and  Dallas,  Tex.,  or,  in  the  alternative,  between  Little  Rock,  Ark., 
and  Dallas,  Tex. 

Burlington  Transportation  Company,  Docket  No.  922. — Burlington  is  an 
Illinois  corporation  engaged  in  highway  transportation  as  a  common  carrier 
of  passengers,  mail,  express,  and  general  commodity  freight.  It  operates 
motor  buses  over  routes  extending  8,242  miles  and  motortrucks  over  a  system 
of  4,952  miles.  In  July  1945  Burlington's  authorized  capitalization  was  in- 
creaW  from  $500,000  to  $1,000,000.  Its  total  investment  exceeds  $5,000,000. 
In  1944  its  operating  revenues,  bus  and  truck,  were  nearly  $10,000,000.  All 
of  its  capital  stock  presently  is  owned  and  held  by  the  Chicago,  Burlington 
and  Quincy  Railroad  Company,  (CB&Q),  also  an  Illinois  corporation,  which 
in  turn  is  owned  jointly  by  the  Great  Northern  Railway  Company,  a  Minne¬ 
sota  corporation,  and  the  Northern  Pacific  Railway  Company,  a  Wisconsin 
corporation. 

Burlington  seeks  to  conduct  local  service  over  3  routes  in  5  States 
totaling  1,014  route  miles  to  serve  29  -cities,  of  which  18  are  not  receiving 
airline  service.  All  of  the  communities  to  which  air  transportation  is  pro¬ 
posed  are  served  by  Burlington  or  by  its  parent,  the  CB&Q,  or  both.  It 
proposes  to  conduct  day-contact  operations  with  8-passenger  helicopters  with 
a  cargo  capacity  of  435  pounds.  At  its  own  expense  it  would  provide  landing 
sites  in  or  near  central  areas,  and  in  many  instances  sites  are  owned  by  the 
CB&Q.  Bus  and  rail  facilities  and  personnel  would  be  available  for  use  in 
the  operation.  Burlington’s  operating  organization  would  be  under  Mr. 
Agnew  E.  Larsen,  a  recognized  aeronautical  expert. 

Burlington  estimated  its  total  capital  requirements  at  $492,684  for  the 
three  routes.  Its  financial  statement,  together  with  that  of  the  CB&Q,  shows 
financial  ability  to  make  the  investment. 
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It  requests  a  permanent  certificate  to  transport  persons,  property,  and 
mail —  . 

1.  Between  St.  Louis,  Mo.,  and  Cedar  Rapids,  Iowa,  via  Bowling  Green 
and  Hannibal,  Mo.,  Quincy,  Ill.,  and  Keokuk,  Fort  Madison,  Burlington, 
Muscatine,  Davenport,  and  Iowa  City,  Iowa. 

2.  Between  Kansas  City,  Mo.,  and  Sioux  City,  Iowa,  via  Leavenworth 
and  Atchison,  Kans.,  St.  Joseph  and  Maryville,  Mo.,  Clarinda,  Shenandoah 
and  Red  Oak,  Iowa,  and  Omaha  and  Oakland,  Nebr. 

3.  Between  Peoria,  Ill.,  and  Kansas  City,  Mo.,  via  Canton,  Macomb,  and 
Quincy,  Ill.,  and  Hannibal,  Macon,  Brookfield,  Chillicothe,  Cameron,  and 
St.  Joseph,  Mo. 

Central  Airlines ,  Inc~,  Docket  No.  1522. — Requests  either  a  permanent  or 
temporary  certificate  to  transport  persons,  property,  and  mail  between 
Liberal,  Kans.,  and  Denver,  Colo.,  via  La  Junta,  Colo. 

Chicago  and  Southern  Air  Lines,  Inc.,  Docket  No.  998. — Requests  a  perma¬ 
nent  certificate  to  transport  persons,  property,  and  mail — 

1.  Between  Memphis,  Term.,  and  New  Orleans,  La.,  via  Helena,  Ark., 
Clarksdale,  Greenville,  Jackson,  and  Natchez,  Miss.,  and  Baton  Rouge,  La. 

2.  Between  Memphis,  Tenn.,  and  New  Orleans,  La.,  via  Greenwood,  Jack- 
son,  and  McComb,  Miss.,  and  Bogalusa,  La. 

3.  Between  Memphis,  Tenn.,  and  New  Orleans,  La.,  via  Tupelo,  Columbus, 

Jackson,  Hattiesburg,  and  Gulfport-Biloxi,  Miss.  . 

4.  Between  Memphis,  Tenn.,  and  Shreveport,  La.,  via  Pine  Bluff  and 
El  Dorado,  Ark. 

5.  Between  Memphis,  Tenn.,  and  Texarkana,  Ark.,  via  Little  Rock  and 
Hot  Springs,  Ark. 

Docket  No.  1825 

Requests  an  extension  of  route  No.  8  as  follows: 

1.  From  New  Orleans,  La.,  to  San  Antonio,  Tex.,  via  Baton  Rouge, 
Lafayette-New  Iberia,  and  Lake  Charles,  La.,  and  Beaumont-Port  Arthur, 
Galveston,  Houston,  and  Austin,  Tex.,  and 

2.  From  New  Orleans,  La.,  to  Brownsville,  Tex.,  via  Baton  Rouge, 
Lafayette-New  Iberia,  and  Lake  Charles,  La.,  and  Beaumont-Port  Arthur, 
Galveston,  Houston,  and  Corpus  Christi,  Tex. 

Docket  No.  1891 

Requests  an  extension  of  route  No.  53  from  Little  Rock,  Ark.,  to  Fdrt 
Worth,  Tex.,  via  Dallas,  Tex.,  or,  in  the  alternative,  from  Shreveport,  La., 
to  Fort  Worth,  via  Longview  and  Dallas,  Tex. 

Clear  Ridge  Aviation,  Inc.,  Docket  No.  1952. — The  presentation  of  Clear 
Ridge  in  this  proceeding  is  limited  to  the  terminal  segment  from  Salina 
to  Wichita,  Kans.,  of  its  proposed  route  between  Omaha  and  Wichita,  one  of 
four  routes  heard  in  the  North  Central  Case.  Out  of  a  total  of  1,800  route 
miles  proposed  only  119  miles  are  involved  herein.  It  requests  either  a 
permanent  or  temporary  certificate  to  transport  persons  and  mail  between 
Salina  and  Wichita,  Kans.,  via  Lindsborg,  McPherson,  Mound  Ridge,  Newton, 
Eldorado,  and  Augusta,  Kans. 

Continental  Air  Lines,  Inc.,  Docket  No.  1693. — Requests  either  a  permanent 
or  temporary  certificate  to  transport  persons,  property,  and  mail  between 
Kansas  City,  Mo.,  and  Chicago,  HI. 

Docket  No.  1694 

Requests  either  a  permanent  or  temporary  certificate  to  transport  persons, 
property,  and  mail  between  Kansas  City  and  St.  Louis,  Mo. 

Delta  Air  Corporation,  Docket  No..  1806. — Requests  an  amendment  of  itjs 
certificate  for  route  No.  24  to  indude  Longview- Kilgore,  Tex.,  as  an  inter¬ 
mediate  point  between  Shreveport,  La.,  and  Tyler,  Tex. 
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Docket  No.  1860 

Requests  an  amendment  of  its  certificate  for  route  .No.  24  to  include 
Monroe,  La.,  as  an  intermediate  point  between  Shreveport  and  Baton  Rouge, 
La.,  on  alternate  flights  between  New  Orleans,  La.,  and  Dallas-Fort  Worth, 
Tex. 

Dixie  Air  Transport  Company,  Inc?  Docket  No.  1183. — Dixie,  a  Louisiana 
corporation,  has  applied  for  authority  to  operate  an  air  pick-up  service 
in  the  transportation  of  property  and  mail  over  12  routes  totaling  3,724 
miles  in  6  States  to  serve  167  cities  and  towns.  The  personnel  of  the  com¬ 
pany  and  a  majority  of  its  stockholders  are  veterans  of  World  War  II,  each 
of  whom  has  been  associated  in  some  manner  with  aviation.  Dixie  has  an 
authorized  capital  stock  of  $250,000  divided  into  250  shares  of  $100  par 
value,  of  which  116  shares  have  been  paid  in. 

Dixie  contemplates  using  14  Noorduyn  Norseman  V  aircraft  in  initial 
daylight  operation  of  one  round  trip  daily  over  each  route.  Its  proposed 
service  entails  the  use  of  a  pick-up  device  and  the  delivery  and  picking 
up  of  cargo  while  in  flight  over  ground  stations  to  be  established  at  points 
on  its  system.  While  its  proposed  schedules  are  seasonal  in  character,  it 
would  operate  as  late  in  the  day  as  sunset  would  permit  and  perform  morn¬ 
ing  delivery  service  to  all  points  as  early  as  sunrise  would  permit.  Its 
service  is  designed  to  deliver  mail  at  stations  along  its  proposed  route  prior 
to  8:30  am.,  and  to  pick  up  mail  after  4:00  p.m. 

Dixie  estimates  its  capital  requirements  at  $383,594  of  which  $141,869 
would  be  working  capital.  Its  total  cost  for  its  aircraft  would  be  $140,000. 
Its  balance  sheet  as  of  March  1,  1945,  shows  $5,526  in  cash.  Capital  re¬ 
quirements  would  be  obtained  through  the  sale  of  stock  and  by  loans  from 
banks  secured  by  a  first  mortgage  on  fixed  assets.  At  the  time  of  the  hear¬ 
ing  it  had  subscription  contracts  to  purchase  approximately  $150,000  of 
stock. 

It  requests  either  a  permanent  or  temporary  certificate  authorizing  air 
pick-up  service  of  property  and  mail — 

1.  Between  New  Orleans,  La.,  and  Houston,  Tex.,  via  Raceland,  Houma, 
Morgan  City,  Patterson,  Franklin,  Jeanerette,  New  Iberia,  St.  Martinville, 
Lafayette,  Rayne,  Crowley,  Jennings,  Welsh,  Lake  Charles,  Sulphur,  and 
Vinton,  La.,  and  Orange,  Port  Arthur,  Beaumont,  Anahuac,  and  Goose 
Creek,  Tex. 

2.  Between  New  Orleans,  La.,  and  Shreveport,  La.,  via  Lutcher  (Gram- 
ercy),  Napoleonville,  Donaldsonville,  White  Castle,  Carville,  Plaquemine, 
University,  Baton  Rouge,  Port  Allen,  New  Roads,  St.  Francisville,  Angola, 
Simmesport,  Cottonport,  Bunkie,  Mansura,  Marksville,  Lecompte,  Alexandria, 
Pineville,  Colfax,  Natchitoches,  Winnfield,  and  Jonesboro,  La. 

3.  Between  New  Orleans,  La.,  and  Jackson,  Miss.,  via  Slidell,  La., 
Picayune,  Miss.,  Bogalusa,  La.,  and  Poplarville,  Lumberton,  Columbia,  Hat¬ 
tiesburg,  Laurel,  and  Magee,  Miss. 

4.  Between  New  Orleans,  La.,  and  Jackson,  Miss.,  via  Mandeville,  Cov¬ 
ington,  Hammond,  Amite.  Fluker,  and  Kentwood,  La.,  and  Magnolia,  Mc- 
Comb,  Brookhaven,  Hazlenurst,  and  Crystal  Springs,  Miss. 

5.  Between  Shreveport,  La.,  and  Houston,  Tex.,  via  Mansfield  and  Logans- 
port,  La.,  and  Timpson,  Nacogdoches,  Lufkin,  Groveton,  Livingston,  Cleve¬ 
land,  and  Humble,  Tex.  • 

6.  Between  Shreveport,  La.,  and  Tulsa,  Okla.,  via  Vivian,  La.,  Texarkana, 
Hope,  DeQueen,  Mena,  Waldron,  and  Fort  Smith,  Ark.,  and  Sallisaw,  Mus¬ 
kogee,  and  Wagoner,  Okla. 

7.  Between  Shreveport,  La.,  and  Jackson,  Miss.,  via  Bossier  City,  Minden, 
Homer,  Ruston,  West  Monroe,  Monroe,  Bastrop,  Delhi,  and  Tallulah,  La., 
and  Vicksburg  and  Edwards,  Miss. 

8.  Between  Shreveport,  La.,  and  Memphis,  Tenn.,  via  Plain  Dealing  and 
Springhill,  La.,  and  Magnolia,  El  Dorado,  Smackover,  Camden,  Prescott, 
Gurdon,  Arkadelphia,  Malvern,  Hot  Springs,  Benton,  Little  Rock,  England, 
Pine  Bluff,  Altheimer,  Humphrey,  Stuttgart,  Holly  Grove,  Marianna,  and 
Forrest  City,  Ark. 
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9.  Between  Jackson,  Miss.,  and  Birmingham,  Ala.,  via  Pelahatchie, 
Morton,  Forest,  Hickory,  Meridian,  and  Cuba,  Miss.,  and  Demopolis,  Unibn- 
town,  Greensboro,  Moundville,  Tuscaloosa,  Brookwood,  and  Bessemer,  Ala. 

10.  Between  Jackson,  Miss.,  and  Memphis,  Tenn.,  via  Canton,  La.,  Durant, 
Kosciusko,  Louisville,  Ackerman,  Starkville,  Columbus,  West  Point,  Aber¬ 
deen,  Amory,  Tupelo,  New  Albany,  Oxford,  and  Senatobia,  Miss. 

11.  Between  Jackson,  Miss.,  and  Houston,  Tex.,  via  Utica,  Port  Gibson, 
and  Natchez,  Miss.,  Femiday,  Jonesville,  Alexandria,  Leesville,  De  Ridder, 
and  Lake  Charles,  La.,  and  Orange,  Beaumont,  and  Dayton,  Tex. 

12.  Between  Jackson,  Miss.,  and  Memphis,  Tenn.,  via  Yazoo  City,  Belzoni, 
Greenwood,  Indianola,  Leland,  Greepville,  Cleveland,  and  Clarksdale,  Miss., 
and  Helena,  West  Helena,  and  Marianna,  Ark. 

Eagle  Airlines ,  Inc.,  Docket  No.  1103. — Eagle  Airlines,  a  Delaware  cor¬ 
poration,  is  a  jointly  owned  subsidiary  of  the  Missouri  Pacific  Railroad  alnd 
the  Texas  and  Pacific  Railway.  It  proposes  to  conduct  air  transportation 
services  generally  paralleling  the  routes  of  its  two  railroad  principals  and 
their  subsidiaries.  Through  coordinated  air-highway-rail  services,  feeder 
services  to  and  from  connections  with  other  air  carriers,  and  local  and 
through  air  services  would  be  offered. 

Eagle  proposed  to  use  Lockheed  Lodestar  14-passenger  aircraft  in  initial 
operations,  with  new  equipment  of  more  modem  design  to  be  acquired  when 
available.  Inauguration  of  service  is  estimated  to  require  32  aircraft, 
which,  together  with  spare  engines,  propellers,  and  parts,  would  total 
$3,182,000.  Eagle  estimates  its  total  capital  requirements  at  $5,220,000,  |of 
which  $1,395,060  represents  working  capital.  As  of  May  31,  1945,  its  balance 
sheet  showed  assets  of  $40,176,  of  which  over  $18,000  was  in  cash,  United 
States  Treasury  Savings  Notes,  and  interest  receivable  from  United  States 
securities.  The  general  balance  sheet  of  Guy  A.  Thompson,  trustee  for 
Missouri  and  Pacific,  reflects  total  assets  of  $765,322,668,  of  which  $150,- 
375,496  is  current.  Current  liabilities  are  shown  at  $66,094,986.  The 
balance  sheet  of  the  Texas  and  Pacific  as  of  the  same  date  shows  assets 
of  $240,126,972,  of  which  $52,051,132  is  current.  Current  liabilities  total 
$33,944,258. 

It  requests  either  a  permanent  or  temporary  certificate  to  transport  per¬ 
sons,  property,  and  mail — 

1.  Between  St.  Louis,  Mo.,  and  Pueblo,  Colo.,  via  Washington,  Jefferson 
City,  Sedalia,  and  Lexington,  Mo.,  Kansas  City,  Mo.-Kans.,  Leavenworth, 
Topeka,  Council  Grove,  McPherson,  Hutchinson,  Great  Bend,  and  Scott  City, 
Kans.,  and  Ordway,  Colo. 

2.  Between  St.  Louis,  Mo.,  and  Texarkana,  Ark.-Tex.,  via  Fredericktown 
and  Poplar  Bluff,  Mo.,  and  Nettleton-Jonesboro,  Newport,  Little  Rock,  Hot 
Springs,  Arkadelphia,  and  Hope,  Ark. 

3.  Between  New  Orleans,  La.,  and  Shreveport,  La.,  via  Donaldsonville, 
Plaquemine,  Baton  Rouge,  Bunkie,  Alexandria,  Natchitoches,  and  Mans¬ 
field,  La. 

4.  Between  New  Orleans,  La.,  and  Orange,  Tex.,  via  Donaldsonville, 
Baton  Rouge,  Opelousas,  Eunice,  and  Lake  Charles,  La. 

5.  Between  New  Orleans,  La.,  and  Lake  Charles,  La.,  via  Thibodaux, 
Franklin,  New  Iberia,  and  Crowley,  La. 

6.  Between  Omaha,  Nebr.,  and  Joplin,  Mo.,  via  Lincoln,  Nebraska  City, 
and  Falls  City,  Nebr.,  St.  Joseph,  Mo.,  Atchison,  Kans.,  Kansas  City,  MoL- 
Kans.,  Nevada,  Mo.,  and  Pittsburg,  Kans. 

7.  Between  Kansas  City,  Mo.-Kans.,  and  Memphis,  Tenn.,  via  Ottawa, 
Iola,  Independence,  and  Coffeyville,  Kans.,  Claremore  and  Wagoner,  Oklaj., 
and  Fort  Smith,  Paris,  Russellville,  Little  Rock,  Clarendon,  and  Helena, 
Ark. 

8.  Between  Memphis,  Tenn.,  and  Hutchinson,  Kans.,  via  Newport  and 
Batesville,  Ark.,  Hollister-Branson,  Springfield,  and  Nevada,  Mo.,  and  Fort 
Scott,  Iola,  Eldorado,  and  Wichita,  Kans. 
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9.  Between  Jefferson  City,  Mo.,  and  Joplin,  Mo.,  via  Lebanon,  Spring* 
field,  and  Aurora,  Mo. 

10.  Between  St.  Louis,  Mo.,  and  Monroe,  La.,  via  Murphysboro,  Ill.,  Cape 
Girardeau,  Mo.,  Cairo,  Ill.,  Nettleton-Jonesboro,  Ark.,  Memphis,  Tenn.,  and 
Forrest  City,  Helena,  McGehee,  and  Crossett,  Ark. 

11.  Between  Little  Rock,  Ark.,  and  Lake  Charles,  La.,  via  Pine  Bluff, 
Warren,  El  Dorado,  Ark.,  and  Monroe  and  Alexandria,  La. 

Eastern  Airlines ,  Inc.,  Docket  No.  1800. — Requests  an  amendment  of  its 
certificates  for  routes  Nos.  5  and  47  as  follows: 

1.  An  extension  of  route  No.  47  from  St.  Louis,  Mo.,  to  Kansas  City, 
Mo.,  via  Jefferson  City  and  Sedalia,  Mo. 

2.  An  extension  of  route  No.  5  from  Lake  Charles,  La.,  to  Fort  Worth, 
Tex.,  via  Palestine  and  Dallas,  Tex. 

3.  To  include  Lafayette-New  Iberia,  La.,  as  intermediate  points  on  route 
No.  5  between  the  intermediate  points  Baton  Rouge  and  Lake  Charles,  La. 

4.  To  include  Galveston,  Tex.,  as  an  intermediate  point  on  route  No.  5 
between  the  intermediate  points  Beaumont  and  Corpus  Christi,  Tex. 

Docket  No.  1950 

Requests  either  a  permanent  or  temporary  certificate  to  operate  between 
Memphis,  Tenn.,  and  Corpus  Christi,  Tex.,  via  Greenville,  Miss.,  Monroe, 
Alexandria,  and  Lake  Charles,  La.,  and  Port  Arthur  and  Galveston,  Tex. 

Houston  Airways,  Inc.,  Docket  No.  1528. — Houston  proposes  to  operate 
clover-leaf  routes  out  of  the  city  of  Houston  covering  42  counties  in  Texas. 
The  principal  part  of  its  application.  Docket  No.  1394,  was  heard  in  the 
Texa8-OJdahoma  Case,  7  C.A.B.  481  (1946).  Only  that  portion  proposing 
a  circular  route  out  of  Orange,  Tex.,  via  five  Louisiana  points:  Lake  Charles, 
Jennings,  Crowley,  Eunice,  and  Quincy,  was  severed,  assigned  Docket  No. 
1528,  and  consolidated  herein. 

Houston  submitted  extensive  exhibits  in  the  Tezas-Oklahoma  Case  in  sup¬ 
port  of  its  entire  proposal,  its  presentation  herein  being  merely  supple¬ 
mentary  with  respect  to  the  severed  Louisiana  points.  It  was  organized 
in  1944  as  one  of  the  Braniff  trade-area  companies  to  engage  in  air  trans¬ 
portation  within  the  trade  area  of  Houston. 

Kansas  City  Airways,  Inc.,  Docket  No.  1566. — The  application  of  Kansas 
City  Airways  (KCA)  requests  authority  to  provide  air  service  over  a  clover- 
leaf  pattern  of  10  routes  radiating  out  of  Kansas  City,  Mo.,  totaling  4,548 
miles  and  serving  83  communities  in  Kansas,  Missouri,  Nebraska,  and  Okla¬ 
homa.  The  organization  is  under  the  sponsorship  of  a  group  of  business 
men  of  Kansas  City,  Mo.  In  the  spring  of  1944  this  group  met  to  discuss 
the  feasibility  of  local  feeder  line  air  service  for  the  Kansas  City  trade  area. 
Mr.  T.  E.  Braniff,  president  of  Braniff  Airways,  was  present  at  this  meet¬ 
ing  and  presented  his  views  and  studies  made  by  his  company  relative  to 
feeder  airlines  designed  to  serve  a  defined  trade  area.  As  a  result  of  this 
meeting  KCA  was  incorporated  under  the  laws  of  Delaware  on  June  24, 
1944,  with  an  authorized  capitalization  of  $600,000,  divided  into  60,000 
common  shares  with  a  par  value  of  $10  each.  A  group  of  local  business 
men  subscribed  to  an  initial  offering  of  $100,000  of  capital  stock,  and  5 
percent  of  the  subscription  was  paid  in  cash  to  the  company.  Braniff 
subscribed  to  25  percent  of  the  initial  $100,000  offering.  Subsequently, 
KCA  amended  its  certificate  of  incorporation  to  increase  its  authorized 
capital  stock  to  $750,000  and  at  the  time  of  the  hearing  was  receiving  sub¬ 
scriptions  to  an  additional  $200,000  of  common  stock.  Braniff  offered  to 
increase  its  subscription  to  maintain  a  holding  of  a  total  of  25  percent  of 
the  entire  $300,000  subscription  offered.  . 

Mr.  William  A.  Ong,  the  company's  general  manager,  has  been  active 
in  aviation  in  Kansas  and  Missouri  since  1927.  He  has  conducted  fixed  base 
and  charter  operations  at  eight  points  in  these  two  States  and  at  the  time 
of  the  hearing  maintained  a  general  aviation  business  and  managed  airports 
at  Manhattan  and  Lawrence,  Kans.,  and  Kansas  City,  Mo.  The  financial 
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resources  of  the  present  officers  and  directors  exceed  $10,000,000. 

KCA  proposes  day-contact  flying  in  initial  operations  with  eight  i  14- 
passenger  bimotored  Lockheed  Saturn  transport  airplanes.  Two  trips  daily 
will  be  flown  over  each  of  the  10  routes,  one  clockwise  and  the  other  counter¬ 
clockwise.  After  the  first  year  of  operation  two  additional  flights  would  be 
inaugurated  to  provide  complete  round-trip  service  between  each  town  on 
the  company’s  proposed  routes  and  Kansas  City,  Mo.  Its  system  would 
connect  with  routes  of  existing  carriers  now  operating  at  Springfield,  Joplin, 
Columbia,  St.  Joseph,  and  Safina. 

KCA  estimated  its  total  capital  requirements  at  $1,500,000.  Of  that 
amount  $750,000  wo.uld  be  raised  through  the  sale  of  common  stock  and  the 
balance  either  by  purchase  of  equipment  on  deferred  payments  or  by  equip¬ 
ment  trust  certificates. 

It  requests  either  a  permanent  or  temporary  certificate  to  transport  per¬ 
sons,  property,  and  mail — 

1.  Between  Kansas  City,  Mo.,  and  Kansas  City,  Mo.,  via  Leavenworth, 
Kans.,  St.  Joseph,  Mo.,  Falls  City,  Beatrice,  and  Auburn,  Nebr.,  Marysville 
and  St.  Joseph,  Mo.,  and  Leavenworth,  Kans. 

2.  Between  Kansas  City,  Mo.,  and  Kansas  City  Mo.,  via  Leavenworth, 
Atchison,  Hiawatha,  and  Marysville,  Kans.,  Beatrice,  Fairbury,  and  Su¬ 
perior,  Nebr.,  and  Concordia,  Clay  Center,  Manhattan,  Topeka,  and  Leaven¬ 
worth,  Elans. 

3.  Between  Kansas  City,  Mo.,  and  Kansas  City,  Mo.,  via  Manhattan, 
Beloit,  Osborne,  Hays,  Wakeeney,  Colby,  Goodlands,  ana  Atwood,  Kans., 
McCook,  Nebr.,  and  Norton,  Phillipsburg,  Beloit,  and  Manhattan,  Kans. 

4.  Between  Kansas  City,  Mo.,  and  Kansas  City,  Mo.,  via  Lawrence, 
Topeka,  Manhattan,  Junction  City,  Abilene,  Satina,  Ellsworth,  Russell,  Hays, 
Great  Bend,  Lyons,  McPherson,  Emporia,  Ottawa,  and  Lawrence,  Kans. 

5.  Between  Kansas  City,  Mo.,  and  Kansas  City,  Mo.,  via  Topeka,  Em¬ 
poria,  Burlington,  Chanute,  Independence,  and  Coffeyville,  Elans.,  Nowata, 
Okla.,  and  Coffeyville,  Parsons,  Chanute,  Iola,  Ottawa,  and  Lawrence,  Kains. 

6.  Between  Kansas  City,  Mo.,  and  Kansas  City,  Mo.,  via  Osawatomie- 
Paola,  Chanute,  and  Parsons,  Kans.,  Vinita  and  Miami,  Okla.,  Joplin-Webb 
City,  Mo.,  and  Pittsburg  and  Fort  Scott,  Kans. 

7.  Between  Kansas  City,  Mo.,  and  Kansas  City,  Mo.,  via  Harrisonville, 
Butler,  Eldorado  Springs,  Bolivar,  Springfield,  Aurora-Monett-Marionville, 
Cassville,  Neosho,  Joplin-Webb  City,  Carthage,  Lamar,  Nevada,  Butler,  and 
HarrisonviHe,  Mo. 

8.  Between  Kansas  City,  Mo.,  and  Kansas  City,  Mo.,  via  Warrensburg, 
Sedalia,  Jefferson  City,  Eldon,  Lebanon,  Springfield,  Bolivar,  Clinton,  and 
Warrensburg,  Mo. 

9.  Between  Kansas  City,  Mo.,  and  Kansas  City,  Mo.,  via  Lexington, 
Carrollton,  Marshall,  Moberly,  Columbia,  Jefferson  City,  Boonville,  Marshall, 
Carrollton,  and  Lexington,  Mo. 

10.  Between  Kansas  City,  Mo.,  and  Kansas  City,  Mo.,  via  Cameron, 
Bethany,  Trenton,  Milan,  Kirksville,  Macon,  Brookfield,  Chillicothe,  and 
Excelsior  Springs,  Mo. 

Key  Airlines  (Key,  Gaillard,  Ethridge,  and  Broach),  Docket  No.  2001- — 
The  application  of  Key,  Gaillard,  Ethridge  &  Broach  seeks  authority  to 
operate  over  six  routes  totaling  2,519  miles.  Applicants  are  comprised  of 
personnel  from  the  Army  and  Navy  Air  Forces,  who  plan  to  incorporate  in 
the  event  a  certificate  is  granted.  Col.  Algene  E.  Key,  president  and  general 
manager,  at  the  time  of  the  hearing  was  commanding  officer  of  the  All- 
Weather  Experimental  Squadron  at  the  Lockboume  Air  Base,  Ohio,  direct¬ 
ing  investigations  of  all  types  of  equipment  and  the  development  of  bliijid 
flying  and  radar  operations.  He  has  been  flying  aircraft  since  1924  and 
holds  senior  pilot  ratings  and  an  airplane  ana  mechanic  license.  With 
his  brother.  Major  Key,  he  managed  the  Key  Brothers  Flying  Service  and 
the  airport  at  Meridian  and  conducted  charter  services. 
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The  applicants  propose  a  fixed  base,  local  feeder  airline  service  to  10 
cities  in  the  central  southern  States  operating  out  of  Meridian,  Miss.  Visual 
contact  operations  with  Beechcraft  Model  18-S  twin-engine  airplanes  are 
planned  for  the  initial  period.  Applicants’  capital  requirements  at  the  out¬ 
set  were  established  at  $127,600,  of  which  $116,000  represents  cost  of  equip¬ 
ment  for  which  cash  is  required  and  $11,600  for  contingencies.  A  working 
capital  to  the  extent  of  1  month’s  operating  cost  in  the  amount  of  $64,480 
would  also  be  on  hand,  together  with  bank  loan  operating  credits.  In 
raising  the  required  capital  applicants  would  form  a  corporation  authorized 
to  issue  common  capital  stock  amounting  in  sales  price  to  not  less  than 
$200,000  and  to  issue  an  additional  $200,000  of  preferred  stock. 

Applicants  request  either  a  permanent  or  temporary  certificate  to  trans¬ 
port  persons,  property,  and  mail — 

1.  Between  Meridian,  Miss.,  and  Memphis,  Tenn. 

2.  Between  Meridian,  Miss.,  and  Nashville,  Tenn.,  via  Columbus,  Miss. 

3.  Between  Meridian,  Miss.,  and  Birmingham,  Ala. 

4.  Between  Meridian,  Miss.,  and  Meridian,  Miss.,  via  Montgomery,  Ala., 
Pensacola,  Fla.,  and  Mobile,  Ala. 

5.  Between  Meridian,  Miss.,  and  New  Orleans,  La.,  via  Hattiesburg, 
Miss. 

6.  Between  Meridian,  Miss.,  and  Jackson,  Miss. 

The  Kratz  Corporation,  Docket  No.  1863. — Kratz  is  a  Missouri  corpora¬ 
tion  organized  on  December  3,  1943,  with  a  preferred  stock  authorization 
of  7,000  shares  of  $10  par  value  each,  all  of  which  are  issued  and  outstand¬ 
ing,  and  a  common  stock  authorization  of  3,000  shares  with  a  par  value  of 
$10,  each,  of  which  2,621  shares  are  issued  and  outstanding.  Kratz  is  a 
fixed-base  operator  engaged  in  all  phases  of  nonscheduled  aviation  service, 
including  engine  and  aircraft  repairs  and  overhaul,  instruction  flight  train¬ 
ing  and  instructor  courses,  sales  of  planes  and  parts,  charter  flight  services 
carrying  persons  and  property,  and  operation  of  the  Kratz  Airport  at  St. 
Louis.  The  Kratz  Corporation  is  the  result  of  a  merger  of  several  com¬ 
panies:  the  St.  Louis  Flying  Service,  the  St.  Louis  School  of  Aeronautics, 
the  Aero  Discount  Company,  and  the  Aeroproducts  Manufacturing  Com¬ 
pany.  David  W.  Kratz,  president,  has  been  flying  since  1928,  when  he  was 
a  cadet  and  pilot  in  the  Army  Air  Corps  Reserve. 

Kratz  has  applied  for  authority  to  operate  8  circle  routes  radiating  out 
of  St.  Louis,  Mo.,  totaling  3,489  miles  in  8  States  to  serve  85  communities. 
It  proposes  air  mail  and  express  pick-up  services  only  in  initial  operations 
with  10  Stinson  SR-10  series  airplanes.  Kratz  estimated  a  required  capital 
investment  of  $553,120.  Its  balance  sheet  as  of  August  31,  1945,  reflects 
$135,434  in  its  capital  and  surplus  account. 

It  requests  either  a  permanent  or  temporary  certificate  to  transport  per¬ 
sons,  property,  and  mail — 

1.  Between  St.  Louis,  Mo.,  and  St.  Louis,  Mo.,  via  Carlinville,  Jack- 
sonville-Beardstown,  Macomb,  and  Monmouth,  Ill.,  Burlington  and  Keokuk, 
Iowa,  and  Quincy,  Pittsfield,  White  Hall,  and  Alton,  Ill. 

2.  Between  St.  Louis,  Mo.,  and  St.  Louis,  Mo.,  via  Edwardsville,  Hills¬ 
boro,  Pana,  Decatur,  Lincoln,  Bloomington,  Peoria,  Kewanee,  Moline,  (in¬ 
cluding  Davenport,  Iowa,  and  Rock  Island,  Ill.,)  Galesburg,  Canton,  Spring- 
field,  Gillespie,  and  Wood  River,  Ill. 

3.  Between  St.  Louis,  Mo.,  and  St.  Louis,  Mo.,  via  Highland,  Vandalia, 
Effingham,  Mattoon,  and  Paris,  Ill.,  Terre  Haute,  Ind.,  and  Danville, 
Champaign-Urbana,  Shelbyville,  Greenville,  and  Collinsville,  HI. 

4.  Between  St.  Louis,  Mo.,  and  St.  Louis,  Mo.,  via  Nashville,  Mount 
Vernon,  Fairfield,  and  Carmi,  Ill.,  Evansville,  Ind.,  Mount  Carmel,  Ill.,  Vin¬ 
cennes,  Ind.,  and  Lawrenceville,  Olney,  Flora,  Salem,  and  Centralia,  HI. 

5.  Between  St.  Louis,  Mo.,  and  St.  Louis,  Mo.,  via  Sparta,  Murphysboro, 
Anna,  and  Metropolis,  HI.,  Paducah,  Ky.,  and  Harrisburg,  Marion,  Benton,, 
and  Du  Quoin,  HI. 
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6.  Between  St.  Louis,  Mo.,  and  St.  Louis,  Mo.,  via  De  Soto,  Flat  River, 
Fredericktown,  Greenville,  Poplar  Bluff,  Kennett,  Caruthersville,  and  Sikes- 
ton,  Mo.,  Cairo,  Ill.,  Cape  Girardeau  and  Perryville,  Mo.,  Chester,  Ill.,  and 
Fostus,  Mo. 

7.  Between  St.  Louis,  Mo.,  and  St.  Louis,  Mo.,,  via  Kirkwood,  SuLivan, 
Rolla,  Salem,  Eminence,  West  Plains,  Mountain  Grove;  Springfield,  Lebjanon, 
Bagnell,  Jefferson  City,  Fulton,  Hermann,  and  Washington,  Mo. 

8.  Between  St.  Louis,  Mo.,  and  St.  Louis,  Mo.,  via  St.  Charles,  Troy, 
Montgomery  City,  Mexico,  Columbia,  Moberly,  Macon,  Kirksville,  Kahoka, 
Hannibal,  and  Louisiana,  Mo.,  and  Jersey  ville,  Ill. 

Magnolia  Airways  and  Aviation  Company,  Docket  No.  2106. — Magnolia,  a 
Mississippi  corporation,  seeks  to  engage  in  scheduled  air  transportation 
operations  over  5  routes  totaling  3,428  miles  to  serve  42  communities.  The 
company  is  incorporated  for  1,000  shares  of  common  stock  at  $10  per  share, 
all  of  which  has  been  subscribed  by  the  officers  and  directors  of  the  com¬ 
pany.  C.  W.  Emery,  president  and  general  manager,  started  flyiiig  in 
1934.  Prior  to  World  War  II  he  was  a  sanitary  engineer  for  10  year  3  and 
a  general  construction  engineer  for  1  year.  He  served  3 Vz  years  training 
and  as  a  pilot  in  the  United  States  Navy  and  holds  a  certificate  for  single¬ 
engine  and  multiengine  aircraft. 

Magnolia  proposes  to  use  DC-3  or  Lodestar  aircraft  in  day  and  night 
operations  over  its  proposed  routes  Nos.  1  and  2  between  Mobile,  Alai  and 
Kansas  City,  Mo.,  and  between  Laurel,  Miss.,  and  Nashville,  Tenn,  re¬ 
spectively.  In  initial  operations  over  routes  3,  4,  and  5  in  and  out  of  Laurel, 
Miss.,  it  proposes  to  use  Beechcraft  aircraft  in  daylight  operations.  One 
round  trip  daily  would  be  flown  over  routes  1,  2,  and  3  and  one  trip  daily 
over  routes  4  and  5.  The  company’s  headquarters  and  operation  base  ^ould 
be  located  at  Laurel,  Miss. 

Magnolia  estimated  its  total  capital  requirements  at  $200,000  to  inaugurate 
service.  In  addition  to  a  cash  reserve  of  $55,499  Magnolia  would  establish 
and  maintain  a  bank  credit  of  $155,000.  In  raising  capital  the  company 
would  issue  an  additional  29,000  shares  of  common  stock,  of  which  19,000 
shares  would  be  sold  for  cash  at  $10  per  share,  the  remaining  10,000  shares 
to  be  held  in  reserve  for  future  expansion. 

It  requests  either  a  permanent  or  temporary  certificate  to  transport  per¬ 
sons,  property,  and  mail — 

1.  Between  Mobile,  Ala.,  and  Kansas  City,  Mo.,  via  Hattiesburg,  Lt.urel, 
Jackson,  and  Greenville,  Miss.,  Little  Rock,  Ark.,  and  Springfield,  Mo. 

2.  Between  Laurel,  Miss.,  and  Nashville,  Tenn.,  via  Hattiesburg  and 
McComb,  Miss.,  Hammond  and  Baton  Rouge,  La.,  Natchez,  Jackson,  and 
Columbus,  Miss.,  and  Birmingham  and  Muscle  Shoals,  Ala. 

3.  Between  Laurel,  Miss.,  and  Shreveport,  La.,  via  Meridian,  Starkville, 
Columbus,  Aberdeen,  Tupelo,  and  Corinth,  Miss.,  Memphis,  Tenn.,  Oxford, 
Clarksdale,  Greenwood,  and  Greenville,  Miss.,  Monroe,  La.,  and  El  Do  rado, 
Ark. 

4.  Between  Laurel,  Miss.,  and  Laurel,  Miss.,  via  Hattiesburg,  Miss., 
Bogalusa,  New  Orleans,  Houma,  Williams,  New  Iberia,  Lafayette,  and 
Alexandria,  La.,  Natchez,  Miss.,  Monroe  and  Tallulah,  La.,  and  Vicksburg, 
Yazoo  City,  and  Jackson,  Miss. 

5.  Between  Laurel,  Miss.,  and  Laurel,  Miss.,  via  Meridian,  Quitman, 
Waynesboro,  Leakes ville,  Lucedale,  Pascagoula,  Biloxi,  Gulfport,  and  Picay¬ 
une,  Miss.,  New  Orleans,  La.,  and  Picayune  and  Hattiesburg,  Miss. 

Roy  O.  Mahon,  Docket  No.  1253. — The  application  of  Roy  O.  Mahon  t  seeks 
authority  to  operate  2  routes  within  the  States  of  Nebraska,  Kansas,  Okla¬ 
homa,  and  Texas,  totaling  590  miles,  to  serve  15  communities.  Mr.  Mahon 
is  now  engaged  in  aeronautical  activities  at  the  Municipal  Airport,  Dodge 
City,  Kans.,  under  the  trade  name  of  “Mahon’s  Boot  Hill  Flying  Service.” 

Applicant  contemplates  using  Beechcraft  Model  18-S  twin-engine  airplanes 
in  day-contact  operations  with  initial  services  of  two  round  trips  daily  over 
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both  proposed  routes.  As  of  August  31,  1945,  his  balance  sheet  showed  a 
total  net  worth  of  $41,803.  A  trust  company  of  Wichita,  Kans.,  would 
finance  the  purchase  of  all  necessary  equipment  in  the  amount  of  $200,000, 
and  purchase  stock  or  other  interest  in  the  operation  to  furnish  $75,000 
additional  working  capital. 

Applicant  request?  either  a  permanent  or  temporary  certificate  to  trans¬ 
port  persons,  property,  and  maul — 

1. .  Between  Dodge  City,  Kans.,  and  North  Platte,  Nebr.,  via  Kinsley, 
Lamed,  Great  Bend,  Hays,  Phillipsburg,  and  Norton,  Kans.,  and  McCook, 
Nebr. 

2.  Between  Dodge  City,  Kans.,  and  Amarillo,  Tex.,  via  Liberal,  Kans., 
Guymon,  Okla.,  and  Dalhart  and  Dumas,  Tex. 

Mid-Continent  Airlines,  Inc.,  Docket  No.  1069. — Applicant  requests  a 
permanent  certificate  to  transport  persons,  property,  and  mail  between 
Kansas  City,  Mo.,  and  Chicago,  Ill.,  via  Quincy  and  Peoria,  Dl. 

Docket  No.  1809 

Requests  an  extension  of  route  No.  26  from  Kansas  City  to  St.  Louis,  Mo., 
via  Jefferson  City  and  Columbia,  Mo. 

Docket  No.  1888 

Requests  an  extension  of  route  No.  26  from  Shreveport,  La.,  to  Houston, 
Tex.,  via  Beaumont-Port  Arthur,  Tex. 

National  Airlines,  Inc.,  Docket  No.  5U8. — Requests  an  extension  of  route 
No.  39  from  New  Orleans,  La.,  to  Dallas-Fort  Worth,  Tex. 

Docket  No.  1163 

Requests  a  certificate  to  transport  persons,  property,  and  mail  between 
New  Orleans,  La.,  and  San  Antonio,  Tex.,  via  New  Iberia,  La.,  Port  Arthur, 
Galveston,  and  Houston,  Tex. 

Docket  No.  1384 

Requests  either  a  permanent  or  temporary  certificate  to  transport  persons, 
property,  and  mail  between  Mobile,  Ala.,  and  New  Orleans,  La.,  via  Hat¬ 
tiesburg,  Laurel,  Jackson,  Vicksburg,  and  Natchez,  Miss.,  ana  Baton  Rouge 
and  Bogalusa,  La. 

Ozark  Airlines,  Docket  No.  1082. — Ozark  was  incorporated  in  the  State 
of  Missouri  on  September  1,  1943,  with  an  authorized  capitalization  of 
$850,000,  consisting  of  3,500  shares  of  preferred  convertible  stock  of  $100 
par  value  and  500,000  shares  of  common  stock  of  $1  par  value  for  which 
100,000  shares  have  been  fully  paid.  An  additional  250,000  shares  of  com¬ 
mon  stock  have  been  subscribed  and  are  payable  in  cash  upon  demand  of  the 
board  of  directors.  The  officers  and  directors  of  the  company  are:  Laddie 
Hamilton,  president  and  director;  Barak  T.  Mattingly,  vice  president  and 
director;  Arthur  G.  Heyne,  treasurer  and  director;  J.  Brownlow  Carl, 
secretary-manager  and  director;  and  H.  D.  China,  director.  At  the  time  of 
the  hearing  Ozark  was  engaged  in  scheduled  intrastate  daylight  contact 
operations  of  persons  and  property  with  Beechcraft  F  17-D,  5-place,  single¬ 
engine  aircraft. 

Ozark  proposes  operations  over  five  routes  totaling  1,816  route  miles. 
Beechcraft  twin-engine  18-S  aircraft  would  be  used  in  initial  day-contact 
operation  of  two  round  trips  daily.  The  company  expects  to  install  its 
own  servicing  equipment  at  the  new  municipal  field  to  be  constructed  at 
Springfield.  It  estimated  a  total  capital  investment  of  $729,110  of  which 
$100,000  would  be  working  capital.  Ozark's  balance  sheet  as  of  July  31, 
1945,  shows  total  assets  in  the  amount  of  $73,318.27  and  current  liabilities 
of  $8,662.58;  $35,426.24  is  reflected  in  its  unappropriated  earned  surplus 
account.  Ozark  has  a  firm  commitment  for  a  loan  of  $400,000  to  purchase 
aircraft  and  equipment,  which  would  bring  the  total  capital  available  to 
$750,000;  150,000  shares  of  common  stock  and  3,500  shares  of  preferred 
stock  still  would  remain  unissued,  making  a  total  of  $500,000  that  could 
be  available  for  additional  capitalization. 
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It  requests  either  a  permanent  or  temporary  certificate  to  transport  per¬ 
sons,  property,  and  mail — 

1.  Between  St.  Louis,  Mo.,  and  Tulsa,  Okla.,  via  Rolla,  Springfield,  and 
Joplin,  Mo.,  and  Miami,  Okla. 

2.  Between  Kansas  City,  Mo.,  and  Montgomery,  Ala.,  via  Clinton,  Spring- 
field,  and  West  Plains,  Mo.,  Jonesboro,  Ark.,  Memphis,  Tenn.,  Tupelo  and 
Columbus.  Miss.,  and  Tuscaloosa  and  Selma,  Ala. 

3.  Between  Kansas  City  and  St.  Louis,  Mo.,  via  Warrensburg,  Sedalia, 
Jefferson  City,  and  Washington,  Mo. 

4.  Between  Kansas  City  and  St.  Louis,  Mo.,  via  Marshall,  Boonville, 
Columbia,  and  Fulton,  Mo. 

5.  Between  St.  Louis  and  Kansas  City,  Mo.,  via  Hannibal,  Kirksville, 
Brookfield,  and  Chillicothe,  Mo. 

Parks  Air  Transport,  Docket  No.  1181. — Requests  either  a  permanent  or 
temporary  certificate  to  transport  persons,  property,  and  mail — 

1.  Between  St.  Louis  and  Kansas  City,  Mo.,  via  Mexico,  Moberly,  Colum¬ 
bia,  Jefferson  City,  Sedalia,  and  Marshall,  Mo. 

2.  Between  St.  Louis,  Mo.,  and  Moline,  HI.,  via  Hannibal,  Mo.,  Quiiicy, 
HI.,  and  Keokuk,  Fort  Madison,  Burlington,  Muscatine,  and  Davenport,  Iowa. 

3.  Between  St.  Louis,  Mo.,  and  Memphis,  Tenn.,  via  East  St.  Louis  ind 
Chester,  Ill.,  Cape  Girardeau,  Mo.,  Cairo,  HI.,  Sikeston  and  Poplar  Bluff, 
Mo.,  Blytheville,  Ark.,  and  Jackson,  Tenn. 

4.  Between  Kansas  City,  Mo.,-  and  Tulsa,  Okla.,  via  Topeka,  Emporia, 
Parsons,  and  Coffeyville,  Kans.,  and  Bartlesville,  Okla. 

5.  Between  Kansas  City,  Mo.,  and  Sioux  City,  Iowa,  via  Leavenworth  and 
Atchison,  Kans.,  St.  Joseph,  Mo.,  and  Nebraska  City,  Lincoln,  Omaha,  Fre¬ 
mont,  and  Norfolk,  Nebr. 

6.  Between  Kansas  City,  Mo.,  and  Little  Rock,  Ark.,  via  Fort  Scott  and 
Pittsburg,  Kans.,  Joplin,  Mo.,  and  Fayetteville,  Fort  Smith,  and  Hot  Springs, 
Aric. 

7.  Between  Tulsa,  Okla.,  and  St.  Louis,  Mo.,  via  Miami,  Okla.,  and 
Joplin,  Springfield,  and  Jefferson  City,  Mo. 

8.  Between  Wichita,  Kans.,  and  Kansas  City,  Mo.,  via  Eldorado,  Em¬ 
poria,  Ottawa,  and  Lawrence,  Kans. 

Pioneer  Air  Lines,  Inc.  (formerly  Essair),  Docket  No.  2006. — Requests 
either  a  permanent  or  temporary  certificate  to  transport  persons,  property, 
and  mail — 

1.  Between  Houston,  Tex.,  and  New  Orleans,  La.,  via  Beaumont-Port 
Arthur,  Tex.,  and  Lake  Charles,  Lafayette,  and  Morgan  City,  La. 

2.  Between  Houston,  Tex.,  and  New  Orleans,  La.,  via  Beaumont-Port 
Arthur,  Tex.,  and  Lake  Charles,  Crowley,  Abbeville,  New  Iberia,  and 
Houma,  La. 

Skylines,  Inc.,  Docket  No.  1529. — Skylines  proposed  a  system  of  five  routes 
totaling  2,150  miles  in  Docket  No.  1111  which  was  heard  in  the  Texas-Okla- 
homa  Case,  supra.  Its  presentation  in  this  proceeding  is  directed  to  three 
segments  totaling  603  miles  which  were  severed  from  Docket  No.  1111,  as¬ 
signed  Docket  No.  1529,  and  consolidated  for  hearing  herein. 

It  requests  a  permanent  certificate  to  transport  persons,  property,  and 
mail — 

1.  Between  Joplin  and  St.  Louis,  Mo.,  via  Springfield  and  Jefferson  City, 
Mo. 

2.  Between  Bartlesville,  Okla.,  and  Kansas  City,  Mo.,  via  Coffeyville- 
Independence  and  Chanute,  Kans. 

3.  Between  Joplin  and  Kansas  City,  Mo.,  via  Pittsburg  and  Fort  Scott, 
Kans. 

South  Central  Air  Transport,  Inc.,  Docket  No.  1285. — South  Central  Air 
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Transport,  Inc.,  (SCAT)  was  incorporated  under  the  laws  of  the  State  of 
Arkansas  on  October  13,  1943,  with  an  authorized  capital  stock  of  $100^000 
to  be  represented  by  1,000  shares  of  common  stock  having  no  par  value. 
Forty  shares,  or  $4,000  have  been  paid  in.  Raymond  T.  Ellis,  president,  is 
managing  partner  of  the  Fayetteville  Flying  Service  which  since  1940  has 
been  engaged  in  general  aviation  activities,  including  student  instruction, 
charter  service,  and  maintenance  and  overhaul  of  aircraft.  ■  •  -  ■ 

About  one-third  of  SCAT'S  entire  proposal  for  service  west  of  Fayette¬ 
ville,  Ark.,  to  Dallas,  Fort  Worth,  Oklahoma  City,  Tulsa  and  Wichita  was 
severed,  assigned  Docket  No.  1531,  and  heard  in  the  Teza^Oklahoma  Case, 
svupra.  In  this  proceeding  SCAT  seeks  a  permanent  or  temporary  certificate 
to  engage  in  air  transportation  over  11  routes  totaling  3,441  miles  to  serve 
167  communities.  It  proposes  one  round  trip  daily  over  each  route,  using 
six  Beechcraft  Model  18-S  aircraft  in  initial  day  contact  operations.  The 
company  plans  to  make  as  many  morning  trips  as  possible  out  of  Fayette¬ 
ville,  its  principal  base  of  operations,  returning  in  the  late  afternoon  or 
evening. 

SCAT  estimates  a  required  capital  investment  of  $450,000.  The  stock¬ 
holders  of  the  company  have  subscribed  for  465  shares  of  stock,  which  would 
amount  to  $465,000,  and  have  agreed  to  pay  that  sum  upon  request  of  the 
board  of  directors. 

It  requests  a  permanent  or  temporary  certificate  to  transport  persons, 
property  and  mail — 

1.  Between  Kansas  City,  Mo.,  and  Shreveport,  La.,  (a)  via  Osawatomie, 
Fort  Scott,  and  Pittsburg,  Kans.,  Joplin,  Mo.,  Miami,  Okla.,  Siloam  Springs, 
Fayetteville,  Fort  Smith,  Mena,  De  Queen,  and  Texarkana,  Ark.,  and  Vivian, 
La.,  or,  in  the  alternative,  (b)  via  Paola,  Beagle,  Girard,  Anna,  Columbus, 
Galena,  and  Baxter  Springs,  Kans.,  Carthage  and  Webb  City,  Mo.,  and 
Springdale,  Van  Buren,  Horatio,  and  Ashdown,  Ark. 

2.  Between  De  Queen,  Ark,  and  Shreveport,  La.,  (a)  via  Nashville, 
Hope,  and  Magnolia,  Ark.,  and  Minden,  La.,  or,  in  the  alternative,  (b)  via 
Prescott,  Lewisville,  and  Stamps,  Ark. 

3.  Between  Kansas  City,  Mo.,  and  Monroe,  La.,  (a)  via  Harrisonville, 
Butler,  Nevada,  Lamar,  Joplin,  and  Neosho,  Mo.,  Rogers,  Fayetteville,  Fort 
Smith,  Paris,  Hot  Springs  National  Park,  Arkadelphia,  Camden,  and  El 
Dorado,  Ark.,  or,  in  the  alternative,  (b)  via  Carthage  and  Webb  City,  Mo., 
Columbus,  Galena,  and  Baxter  Springs,  Kans.,  and  Bentonville,  Springdale, 
Gurdon,  and  Smackover,  Ark. 

'  4.  Between  Monroe,  La.,  and  Little  Rock,  Ark.,  (a)  via  Bastrop,  La., 
Crossette,  Monticello,  and  Pine  Bluff,  Ark.,  or,  in  the  alternative,  (b)  via 
Hamburg,  Ark. 

5.  Between  Greenville,  Miss.,  and  Monticello,  Ark.,  via  Arkadelphia, 
Fordyce,  and  Warren,  Ark. 

6.  Between  St.  Louis,  Mo.,  and  Fayetteville,  Ark.,  (a)  via  Washington, 
Hermann,  Jefferson  City,  Eldon,  Lebanon,  Springfield,  Aurora,  and  Cassville, 
Mo.,  and  Rogers,  Ark.;  or,  in  the  alternative,  (b)  via  Monett  and  Marion- 
viUe,  Mo.,  and  Bentonville  and  Springdale,  Ark. 

7.  Between  St.  Louis,  Mo.,  and  Fayetteville,  Ark,  (a)  via  Harrison  and 
Mountain  Home,  Ark.,  West  Plains,  Mo.,  and  Berryville,  Ark;  or,  in  the 
alternative,  (b)  via  Eureka  Springs  and  Springdale,  Ark 

8.  Between  Walnut  Ridge,  Ark.,  and  Fayetteville,  Ark.,  via  (a)  Mountain 
Home  and  Harrison,  Ark.;  or,  in  the  alternative,  (b)  via  Pocohontas,  Hoxie, 
and  Springdale,  Ark 

9.  Between  Memphis,  Tenn.,  and  Walnut  Ridge,  Ark,  (a)  via  Marked 
Tree  and  Jonesboro,  Ark;  or,  in  the  alternative,  (b)  via  Truman,  Ark 

10.  Between  Memphis,  Tenn.,  and  Conway,  Ark,  (a)  via  Wynne,  Au¬ 
gusta,  and  Searcy,  Ark,  or  in  the  alternative,  (b)  via  Beebe,  Augusta,  and 
Bald  Knob,  Ark 

11.  Between  Jackson,  Miss.,  and  Wichita,  Kans.,  (a)  via  Yazoo  City, 
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Belzoni,  and  Greenville,  Miss.,  McGehee,  Dumas,  DeWitt,  Stuttgart,  England, 
Little  Rock,  Conway,  Morrilton,  Russellville,  Fayetteville,  and  Siloam 
Springs,  Ark.,  Vinita,  Okla.,  and  Coffeyville,  Independence,  and  Augusta, 
Kans.;  or,  in  the  alteniative,  (b)  via  Leland,  Miss.,  and  Dennott,  Atkins, 
Dardanelle,  and  Springdale,  Ark. 

12.  Between  Memphis,  Tenn.,  and  Stuttgart,  Ark.,  via  Helena,  Marianna, 
and  Clarendon,  Ark. 

Southern  Bus  Lines,  Inc.,  Docket  No.  1578. — Southern  Airlines  is  the  trade 
name  of  a  division  of  Southern  Bus  Lines,  Inc.,  (formerly  Tri-State  Transit 
Co.,  of  Louisiana),  a  Louisiana  corporation  which  has  been  engaged  in  mo¬ 
tor  transportation  of  passengers,  express,  and  mail  since  1922.  As  of  De¬ 
cember  31,  1944,  the  company  operated  4,670  highway  route  miles,  and 
for  that  year  a  total  of  approximately  2  million  bus  miles  per  month.  Its 
through  operations  reach  St.  Louis  on  the  north,  extend  east  to  Louisville, 
Ky.,  Nashville,  Tenn.,  Birmingham  and  Mobile,  Ala.,  and  west  to  Port 
Arthur  and  Beaumont,  Tex.,  Shreveport,  La.,  and  Texarkana,  Tex.  A  very 
large  portion  of  its  operation  is  in  precisely  the  same  territory  to  which  it 
proposes  local  air  service.  The  stock  of  the  applicant  is  wholly  ownecf  by 
Continental  Motor  Coach  Lines,  Inc.,  an  intrastate  operation.  Southern 
Bus  is  a  connecting  carrier  of  Coastal  Coaches,  Inc.,  whose  operation  ex¬ 
tends  west  of  Port  Arthur  and  Beaumont  to  Galveston,  Tex. 

■  Southern  Bus  proposes  a  combination  air  and  bus  service  over  an  alternate 
linear  route  system  of  13  routes  totaling  4,892  route  miles  to  serve  94  cities. 
The  responsibility  of  establishing  and  maintaining  the  proposed  operation 
would  be  under  the  general  management  of  Mr.  George  A.  Jones,  whose 
aeronautical  knowledge  stems  principally  from  Army,  CAA,  and  fixed-base 
operation  experience.  - 

In  August  1945  Southern  Bus  acquired  a  Cessna  aircraft  and  established 
a  nonscheduled  operation  from  a  fixed  base  in  Shreveport.  In  Deceihber 
1945  it  inaugurated  regular  scheduled  intrastate  passenger  and  express 
service  between  Monroe  and  New  Orleans,  La.,  via  Alexandria  and  Baton 
Rouge,  with  one  flight  each  way. 

Southern  Bus  would  not  have  to  sell  stock,  issue  bonds,  or  borrow  outride 
capital  to  finance  the  operations  proposed  for  its  air  division.  As  of  .June 
30,  1945,  it  had  an  earned  surplus  in  excess  of  $2,000,000  with  assets  ex¬ 
ceeding  $7,260,000.  Capital  requirements  have  been  estimated  at  $1,165,820, 
less  than  the  income  derived  from  its  operation  for  the  6  months  ended 
June  30,  1945.  Southern  Bus  is  owned  by  Beneficial  Industrial  Loan  Corp., 
whose  assets  amount  to  $55,000,000,  and  should  additional  capital  be  re¬ 
quired  for  the  undertaking  it  could  be  obtained  from  the  parent  corporation. 

It  requests  either  a  permanent  or  temporary  certificate  to  transport  per¬ 
sons,  property,  and  mail — 

1.  Between  Jackson,  Miss.,  and  Jackson,  Miss.,  via  Yazoo  City  and 
Greenville,  Miss.,  Crossett  and  El  Dorado,  Ark.,  Ruston,  Monroe,  Delhi,  and 
Tallulah,  La.,  and  Vicksburg,  Miss. 

2.  Between  Jackson,  Miss.,  and  Jackson,  Miss.,  via  Prentiss  and  Columbia, 
Miss.,  Bogalusa,  Pearl  River,  New  Orleans,  Hammond,  and  Baton  Rouge, 
La.,  and  Woodville,  Natchez,  Port  Gibson,  and  Utica,  Miss. 

3.  Between  New  Orleans,  La.,  and  New  Orleans,  La.,  via  Bay  St.  Louis, 
Gulfport,  and  Picayune,  Miss.,  and  Bogalusa  and  Pearl  River,  La. 

4.  Between  New  Orleans,  La.,  and  New  Orleans,  La.,  via  Hammond,  La., 
McComb  and  Natchez,  Miss.,  and  Jonesville,  Alexandria,  Marksville,  New 
Roads,  and  Baton  Rouge,  La, 

5.  Between  New  Orleans,  La.,  and  New  Orleans,  La.,  via  Donaldsonville, 
Plaquemine,  Baton  Rouge,  Krotz  Springs,  Opelousas,  Eunice,  Kinder,  De 
Quincy,  Lake  Charles,  Crowley,  Lafayette,  New  Iberia,  and  Houma,  La. 

6.  Between  Shreveport,  La.,  and  Shreveport,  La.,  via  Minden,  Ruston, 
Monroe,  Winnsboro,  Jonesville,  Alexandria,  Natchitoches,  and  Coushatta,  La. 

7.  Between  Shreveport,  La.,  and  Shreveport,  La.,  via  Coushatta,  Natchi¬ 
toches,  Alexandria,  Oakdale,  Kinder,  Lake  Charles,  De  Quincy,  De  Ridder, 
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Leesville,  Many,  and  Mansfield,  La. 

8.  Between  Shreveport,  La.,  and  Shreveport,  La.,  via  Mansfield,  Many, 
Leesville,  De  Ridder,  De  Quincy,  and  Lake  Charles,  La.,  Orange,  Beaumont, 
Port  Arthur,  High  Island,  Galveston,  Houston,  Beaumont,  Jasper,  and  San 
Augustine,  Tex.,  and  Mansfield,  La. 

9.  Between  Shreveport,  La.,  and  Shreveport,  La.,  via  Marshall,  Carthage, 
Center,  and  San  Augustine,  Tex.,  and  Mansfield,  La. 

10.  Between  Shreveport,  La.,  and  Shreveport,  La.,  via  Marshall,  Jef¬ 
ferson,  Pittsburgh,  and  Paris,  Tex.,  Texarkana,  Ark.,  Atlanta,  Tex.  and 
Vivian,  La. 

11.  Between  Shreveport,  La.,  and  Shreveport,  La.,  via  Minden  and  Homer, 
La.,  Junction  City,  El  Dorado,  and  Strong,  Ark.,  and  Farmerville,  Monroe, 
Ruston,  and  Minden,  La. 

12.  Between  Shreveport,  La.,  and  Shreveport,  La.,  via  Plain  Dealing  and 
Springhill,  La.,  Magnolia,  Camden,  Fordyce,  Pine  Bluff,  Little  Rock,  Hot 
Springs,  Hope,  and  Texarkana,  Ark.,  and  Ida,  La. 

13.  Between  Memphis,  Tenn.,  and  Memphis,  Tenn.,  via  Dyersburg  and 
Union  City,  Tenn.,  Mayfield  and  Paducah,  Ky.,  Cairo,  Ill.,  Cape  Girardeau, 
Mo.,  Chester,  Ill.,  St.  Louis,  Mo.,  Chester,  Ill.,  Cape  Girardeau  and  Sikeston, 
Mo.,  and  Tiptonville,  Dyersburg,  and  Covington,  Tenn. 

Southern  Commercial  Air  Transport,  Inc.,  Docket  No.  2070. — Southern 
Commercial,  a  Louisiana  corporation,  which  at  the  time  of  the  hearing  had 
general  offices  at  Shreveport,  requests  authority  to  operate  3  routes  totaling 
1,498  miles,  principally  in  Arkansas,  Mississippi,  and  Louisiana,  to  serve 
20  cities.  The  company  was  originally  capitalized  for  the  issuance  of  100 
shares  of  common  stock  with  a  par  value  of  $10  per  share.  On  November 
1,  1945,  these  shares  were  called  in  and  the  articles  of  incorporation  were 
amended  to  authorize  30,000  shares  of  non-par-value  stock;  24,000  shares 
have  been  subscribed  and  paid  in  at  $1.25  per  share,  increasing  its  present 
capitalization  to  $30,000.  The  balance  of  6,000  shares  of  unsubscribed  com¬ 
mon  stock  was  divided  as  promotional  stock  among  key  men  in  the  company. 

Southern  Commercial  contemplates  using  Beechcraft  Model  18-S  aircraft 
in  initial  daylight  operation  of  one  round-trip  schedule  daily  over  each 
proposed  route.  Southern  Commercial  estimated  an  initial  capital  invest¬ 
ment  of  $300,000.  The  company  would  amend  its  articles  of  incorporation 
to  authorize  issuance  of  additional  common  or  preferred  stock  in  an  amount 
sufficient  adequately  to  finance  its  proposed  operation.  As  of  November  1, 
1945,  Southern  Commercial  had  $29,050  cash  on  hand. 

It  requests  either  a  permanent  or  temporary  certificate  to  transport  per¬ 
sons,  property,  and  mail,  or,  in  the  alternative,  to  transport  mail  only — 

1.  Between  Memphis,  Tenn.,  and  Lake  Charles,  La.,  via  Forrest  City, 
Little  Rock,  and  Hot  Springs,  Ark.,  Texarkana,  Ark.-Tex.,  and  Shreveport 
and  Natchitoches,  La. 

2.  Between  Memphis,  Tenn.,  and  New  Orleans,  La.,  via  Helena,  Ark., 
Clarksdale,  Greenville,  Vicksburg,  Jackson,  and  Natchez,  Miss.,  and  Baton 
Rouge,  La. 

3.  Between  Fort  Smith,  Ark.,  and  Mobile,  Ala.,  via  Little  Rock  and 
Pine  Bluff,  Ark.,  and  Greenville,  Jackson,  and  Hattiesburg,  Miss. 

Spartan  Airlines,  Inc.,  Docket  No.  1523. — Spartan  is  a  Delaware  corpora¬ 
tion  organized  for  the  purpose  of  operating  feeder  routes  in  six  States. 
The  larger  portion  of  its  application  in  Docket  No.  1454,  involving  7  routes 
totaling  5,551  miles  was  heard  in  the  Texas-Oklahoma  Case,  supra.  The 
remaining  portion  proposing  service  in  the  States  of  Missouri,  Kansas, 
Arkansas,  and  Louisiana,  over  routes  extending  1,784  miles,  was  severed 
from  Docket  No.  1454,  assigned  Docket  No.  1533  and  consolidated  herein. 

It  requests  either  a  permanent  or  temporary  certificate  to  transport  per¬ 
sons,  property,  and  mail —  - 

1.  Between  St.  Louis  and  Kansas  City,.  Mo.,  via  Mexico,  Jefferson  City, 
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Colombia,  Boonville,  and  Sedalia,  Mo. 

2.  Between  Kansas  City,  Mo.,  and  Pittsburg,  Kans.,  via  Lawrence,  Ot¬ 
tawa,  Fort  Scott,  and  Chanute,  Kans. 

3.  Between  St.  Louis  and  Joplin,  Mo.,  via  Jefferson  City,  Rolla,  Lebanon, 
and  Springfield,  Mo. 

4.  Between  Shreveport,  La.,  and  Houston,  Tex.,  via  Mansfield,  Natchi¬ 
toches,  Alexandria,  Baton  Rouge,  New  Orleans,  Lafayette,  and  Lake  Charles, 
La.,  and  Beaumont,  Tex. 

In  Docket  No.  1785  Spartan  Aircraft  requests  approval  of  its  proposed 
control  of  Spartan.  On  February  3,  1947,  the  company  filed  a  petition  to 
dismiss  this  application. 

Trans-Texas  Airways  (formerly  Aviation  Enterprises,  Inc.),  Docket  No. 
1520. — Requests  either  a  permanent  or  temporary  certificate  to  transport 
persons,  property,  and  mail — 

1.  Between  Texarkana,  Tex.-Ark.,  and  St.  Louis,  Mo.,  via  Hot  Springs, 
Little  Rock,  and  Brinkley,  Ark.,  Memphis,  Tenn.,  Jonesboro,  Ark.,  and 
Poplar  Bluff  and  Flat  River,  Mo. 

2.  Between  Fort  Worth,  Tex.,  and  St.  Louis,  Mo.,  via  Dallas  and  Paris 
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3.  Between  Fort  Worth,  Tex.,  and  New  Orleans,  La.,  via  Dallas,  Tyler, 
Lufkin,  and  Beaumont,  Tex.,  and  Lake  Charles,  Lafayette,  Baton  Rouge, 
and  Donaldsonville,  La. 

4.  Between  Texarkana,  Tex.-Ark.,  and  Little  Rock,  Ark.,  via  El  Dorado 
and  Pine  Bluff,  Ark. 

5.  Between  Oklahoma  City,  Okla.,  and  New  Orleans,  La.,  via  Stillwater, 
Tulsa,  and  Muskogee,  Okla.,  Fort  Smith,  Russellville,  Little  Rock,  Pine 
Bluff,  and  El  Dorado,  Ark.,  Monroe,  La.,  and  Natchez  and  McComb,  Miss. 

Transcontinental  &  Western  Air,  Inc.,  Docket  No.  1029. — Requests  an 
amendment  of  its  certificate  for  route  No.  2  to  include  Sedalia  and  Jefferson 
City,  Mo.,  as  intermediate  points. 

Docket  No.  1137 

Requests  a  temporary  amendment  of  its  certificate  for  route  No.  2  to 
include  Emporia,  Kans.,  as  an  intermediate  point  between  Kansas  City,  Mo., 
and  Wichita,  Kans.  • 

Docket  No.  1662 

Requests  an  amendment  of  its  certificate  for  route  No.  44  to  include 
Quincy,  IlL-Hannibal,  Mo.,  as  intermediate  points. 

West  Central  Airlines,  Inc.,  Docket  No.  1421. — West  Central,  a  Texas 
corporation,  has  an  authorized  capitalization  of  $150,000,  divided  into  1,500 
shares  of  capital  stock  of  $100  par  value  which  have  been  subscribed  and 
fully  paid. 

West  Central's  original  application  proposed  a  linear  route  between  Laredo, 
Tex.,  and  Bismarck,  N.  Dak.,  via  various  intermediate  points.  That  portion 
of  its  application  for  service  between  Laredo  and  the  intermediate  point 
Amarillo,  Tex.,  was  severed  and  heard  in  the  Texas-Oklahoma  Case,  supra. 
The  remaining  portion  of  its  application  proposing  service  between  Amarillo 
and  Bismarck  was  considered  herein.  This  segment  totals  1,313  miles  and 
would  serve  25  communities. 

West  Central  proposes  two  phases  of  operation.  In  the  first,  or  immediate 
initial  phase,  it  proposes  to  carry  only  mail  and  property  with  inexpensive 
surplus  equipment  for  the  experimental  period.  In  the  second  phase  |  it 
proposes  the  transportation  of  passengers,  mail,  and  property  when  larger 
and  more  suitable  feeder  line  aircraft  are  proven  and  available  for  greater 
pay  loads.  To  conduct  the  proposed  first  phase  of  operations,  West  Central 
estimated  total  capital  requirements  at  $129,409  and  for  the  second  phase 
$288,432.  The  stockholders  and  officers  of  West  Central  are  worth  in  excess 
of  $1,500,000,  free  of  debts  and  exemptions.  The  company's  financial  state- 
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ment  of  September  15,  1945,  shows  a  cash  balance  of  $120,484. 

It  requests  either  a  permanent  or  temporary  certificate  to  transport  per¬ 
sons,  property,  and  mail — 

1.  Between  Amarillo,  Tex.,  and  Garden  City,  Elans.,  via  Borger,  Pam  pa, 
and  Perryton,  Tex.,  Guymon,  Okla.,  and  Liberal  and  Meade,  Kans. 

2.  Between  Garden  City,  Kans.,  and  North  Platte,  Nebr.,  via  Dodge  City, 
Larned,  Great  Bend,  Russell,  Hays,  Phillipsburg,  and  Norton,  Kans..  and 
McCook,  Nebr. 

3.  Between  North  Platte,  Nebr.,  and  Pierre,  S.  Dak.,  via  Ainsworth  and 
Valentine,  Nebr.,  and  Winner,  S.  Dak. 

4.  Between  Pierre,  S.  Dak.,  and  Bismarck,  N.  Dak.,  via  Mobridge  and 
Aberdeen,  S.  Dak.,  and  Jamestown,  N.  Dak. 

Appendix  No.  2 


City 


1940 

Population 


Nearest 
conventional 
air  service 


Miles 

by 

highway 


Alabama: 

Tuscaloosa 
Selma _ 


27.493  Birmingham. 
19,834  Montgomery. 


Arkansas: 

HOt  Springs. 

El  Dorado _ 

Jonesboro _ 

Blythevllle— 

Camden _ 

Helena _ 

Fayettevllle- 

Bussellvllle. 

Conway _ 

Forest  City— 

Stuttgart _ 

Batesvllle _ 

Arkadelphla 
Morrllton _ 

Marianna 

Magnolia _ 

Newport _ 

Harrison _ 

Illinois: 


21,370 

15,858 

11,729 

10.652 

8,975 

8.546 

8312 

7.475 

5327 

5,782 

5.699 

5,628 

5,267 

5,078 

4,608 


4326 

4321 

4 .238 


Little  Rock. 

MOnroe _ 

Memphis — 

Memphis _ 

El  Dorado — 
Greenwood- 
Fort  Smith. 
Texarkana— 

Little  Rock- 

Little  Rock. 

Memphis — 
Pine  Bluff- 
Little  Rock. 

Little  Rock. 

Little  Rock. 

Memphis _ 

El  Dorado — 

Little  Rock. 

Little  Rock. 


14.407 
11,577 
.  8.976 
8,764 
■  5,110 


.Paducah — 

Peoria _ 

Paducah — 
Burlington 
St.  Louts — 


Iowa: 

Davenport — 
Cedar  Rapids. 
Muscatine — 
Keokuk _ " 

Fort  Madison. 

Shenandoah 

Red  Oak _ 

Clarlnda - 


66,039 

62,120 

18,286 

15,076 

14,063 

6346 

5,763 

4305 


Moline _ 

Iowa  City— 

Moline - 

Burlington 

Burlington. 

Omaha _ 

Omaha _ 

St.  Joseph— 


Kansas: 

Leavenworth— 

Pittsburg _ 

Coffeyvllle _ 

Lawrene* 

-  Emporia - 

Arkansas  City. 

Atchison _ 

Manhattan — 


19,220 

17371 

17355 

14390 

14394 

13,188 

12.752 

12.648 

11,659 


Kansas  City, 
Joplin. 


Bartlesville— 
Kansas  Clty_ 
Joplln. 


Topeka- 


Wlchlta. 


St.  Joseph. 
Topeka. — 
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Mexico 


Miles 
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highway 
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Nearest 
conventional 
air  service 


Miles 

by 

highway 
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Orders 

Serial  Number  E-1405 


UNITED  STATES  OF  AMERICA 
CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Adopted  by  the  Civil  Aeronautics  Board 
at  its  office  in  Washington,  D.  C. 
on  the  2nd  day  of  April,  1948. 


Docket  No.  548,  et  al. 

In  the  matter  of  the  application  of 
NATIONAL  AIRLINES,  INC. 
and  other  applicants  for  certificates  or  amendments  to 
certificates  of  public  convenience  and  necessity,  known  as 
MISSISSIPPI  VALLEY  CASE 


Docket  No.  337,  et  al. 

In  the  matter  of  certain  deferred  portions  of  the 
TEXAS-OKLAHOMA  CASE 


Docket  No.  501,  et  al. 

In  the  matter  of  certain  deferred  portions  of 
THE  SOUTHEASTERN  STATES  CASE 

Docket  No.  535,  et  al. 

In  the  matter  of  certain  deferred  portions  of  the 
GREAT  LAKES  AREA  CASE 

Order  on  Reconsideration 

Full  public  hearing  having  been  held  in  each  of  the  above- 
entitled  proceedings ; 

The  Board,  upon  consideration  of  the  records  therein, 
having  issued  its  opinion  and  order  on  December  18,  1947 
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(Order  Serial  No.  E-1060),  containing  its  findings,  conclu¬ 
sions  and  decision,  and  in  accordance  with  said  opin- 
82  ion  and  order  having  issued  amended  certificates  of 
public  convenience  and  necessity,  and  selected  cer¬ 
tain  applicants  to  engage  in  air  transportation  over  certain 
designated  routes  subject  to  appropriate  showings  as  to 
certain  matters  specified  in  said  opinion  and  order; 

The  Board,  by  Order  Serial  No.  E-1085,  dated  December 
31,  1947,  having  reissued  to  Mid-Continent  Airlines,  Inc., 
the  amended  certificate  of  public  convenience  and  necessity 
for  route  No.  26  so  as  to  correct  an  inadvertent  error  in  the 
earlier  certificate  for  said  route  issued  in  conjunction  with 
the  aforementioned  opinion  and  order; 

Various  petitions  and  motions  for  rehearing,  reargument, 
reconsideration  and/or  stay  of  the  aforementioned  orders 
of  the  Board  having  been  filed  with  the  Board,  and  answers 
thereto  having  been  filed  by  certain  parties,  as  set  forth  in 
Appendix  A  attached  hereto ; 

The  Board,  upon  due  consideration  of  said  petitions, 
motions,  and  answers,  and  upon  reconsideration  of  the 
records  in  the  above-entitled  proceedings,  finding: 

1.  That  it  is  in  the  public  interest  to  reopen  the  proceeding 
in  the  Mississippi  Valley  Case ,  Docket  No.  548  et  al.,  to  per¬ 
mit  reargument  and  reconsideration  with  respect  to  the 
award  of  the  Kansas  City,  Missouri- Jefferson  City-St.  Louis, 
Missouri  route  to  Mid-Continent  Airlines,  Inc.,  but  only 
for  the  limited  purpose  of  determining  whether  Continental 
Air  Lines,  Inc.  or  Mid-Continent  Airlines,  Inc.  should  be 
the  carrier  selected  to  operate  such  route ;  and 

2.  That  in  view  of  the  possibility  of  legal  defect  in  the 
award  of  feeder  route  segments  made  to  Southern  Airways, 
Inc.,  in  the  aforesaid  Order  Serial  No.  E-1060  of  December 
18,  1947,  it  is  in  the  public  interest  to  vacate  said  award 
and  to  reopen  the  records  in  the  Mississippi  Valley  Case, 
Docket  No.  548,  et  al.,  and  the  Southeastern  States  Case, 
Docket  No.  501,  et  al.,  for  further  hearing,  reargument  and 
reconsideration  with  respect  to  local  feeder  service,  to  the 
extent  hereinafter  ordered ;  and 
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3.  That  the  matters  set  forth  in  the  aforesaid  petitions 
and  motions  do  not  warrant  the  granting  of  any  of  the  raief 
requested,  other  than  that  ordered  hereinafter; 

It  Is  Ordered: 

1.  That  the  proceeding  in  the  Mississippi  Volley  Cv.se, 
Docket  No.  548  et  al.,  be  and  it  is  hereby  reopened  for  the 
purpose  of  (a)  reargument  and  reconsideration  with  re¬ 
spect  to  the  award  of  the  Kansas  City,  Missouri- Jefferson 
City-St.  Louis,  Missouri  route  to  Mid-Continent  Airlines, 
Inc.,  but  only  for  the  limited  purpose  of  determining  whet  tier 

Continental  Air  Lines,  Inc.  or  Mid-Continent  Air- 
83  lines,  Inc.,  should  be  the  carrier  selected  to  operate 
such  route;  and  (b)  further  hearing,  reargument  and 
reconsideration  with  respect  to  the  establishment  of  lo  cal 
feeder  service  (i)  in  the  area  consisting  of  the  states  of 
Louisiana,  Mississippi,  and  Alabama,  and  (ii)  between 
points  in  that  area  and  the  City  of  Memphis,  Tenn. ; 

2.  That  the  proceeding  in  the  Southeastern  States  Case, 
Docket  No.  501,  et  al.,  be  and  it  is  hereby  reopened  for 
further  hearing,  reargument  and  reconsideration  with  re¬ 
spect  to  the  establishment  of  local  feeder  service  in  the 
region  consisting  of  the  states  of  Mississippi,  Louisiana, 
Alabama  and  Georgia  (other  than  that  expressly  provided 
for  by  Order  Serial  No.  E-435,  dated  April  4,  1947) :  Pro¬ 
vided,  That,  notwithstanding  any  prior  limitations  upon 
the  scope  of  the  issues  in  said  Docket  No.  501  et  al.,  such 
further  proceedings  shall  embrace,  inter  alia,  the  need  for 
local  service  (a)  within  any  part  of  the  state  of  Louisiana, 
and  (b)  between  the  city  of  Memphis,  Tenn.,  and  points  in 
the  aforementioned  region ; 

3.  That  paragraph  numbered  “5”  (awarding  certain 
feeder  route  segments  to  Southern  Airways,  Inc.)  and  para¬ 
graph  numbered  “11”  (denying  certain  applications  in  the 
Southeastern  States  Case,  Docket  No.  501,  et  al.,  for  lccal 
feeder  service  to  cities  in  Mississippi,  Louisiana,  Alabama 
and  Georgia),  of  the  aforementioned  Order  Serial  No.  E- 
1060,  dated  December  18,  1947,  be  and  they  are  hereby 
rescinded ; 
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4.  That  said  Order  Serial  No.  E-1060,  dated  December 
18,  1947,  is  hereby  further  rescinded  (a)  to  the  extent  that 
paragraph  numbered  “10”  thereof  denies  that  portion  of 
the  application  of  Southern  Bus  Lines,  Docket  No.  1779, 
which  proposes  local  feeder  service  (i)  in  the  area  consisting 
of  the  states  of  Louisiana,  Mississippi,  Alabama,  and 
Georgia  and  (ii)  between  the  city  of  Memphis,  Tenn.,  and 
points  in  said  area;  and  (b)  to  the  extent  that  paragraph 
numbered  “14”  thereof  denies  those  portions  of  the  appli¬ 
cations  in  the  Mississippi  Valley  Case,  Docket  No.  548,  et  al., 
proposing  local  feeder  service  (i)  in  the  area  consisting  of 
the  states  of  Louisiana,  Mississippi,  and  Alabama,  and  (ii) 
between  the  city  of  Memphis,  Tenn.,  and  points  in  said 
area ;  and 

Received  Civil  Aeronautics  Board  July  6,  1948 

91  BEFORE  THE 

CIVIL  AERONAUTICS  BOARD 

Docket  No.  548  et  al. 

In  the  Matter  of 

Applications  for  certificates  or  amendments  to  certificates 
of  public  convenience  and  necessity,  known  as  the 
MISSISSIPPI  VALLEY  CASE 


Docket  No.  501  et  al. 

Applications  for  certificates  or  amendments  to  certificates 
of  public  convenience  and  necessity,  known  as  the 
SOUTHEASTERN  STATES  CASE 

Amended  and  Original  Application  of  Southern  Airways.  Lie., 
for  Permanent  or  Temporary  Certificate  or  Certificates  Author¬ 
izing  Scheduled  Air  Service  Under  Section  401  of  the  Civil 

Aeronautics  Act  of  1938.* 

Comes  now  Southern  Airways,  Inc.,  a  corporation,  and 
represents  to  the  Board : 

*  This  is  an  amended  application  in  the  Southeastern  States  Case  and 
an  original  application  in  the  Mississippi  Valley  Case. 
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Applicant 

1.  Applicant  is  a  corporation  organized  and  existing 
under  and  by  virtue  of  the  laws  of  the  State  of  Delaware. 
Its  full  corporate  name  and  its  address  are  Southern  Air¬ 
ways,  Inc.,  Comer  Building,  Birmingham  3,  Alabama. 

Citizenship 

2.  Applicant  is  a  citizen  of  the  United  States  as  defined 
in  Section  1,  paragraph  13  of  the  Civil  Aeronautics  Act  of 
1938.  Its  president,  other  officers  and  the  members  of  its 

board  of  directors  are  all  citizens  of  the  United  States. 
92  Applicant  has  made  a  detailed  examination  oif  its 

most  recent  stock  list,  from  which  it  appears  th^t  in 
excess  of  75%  of  its  voting  stock  is  owned  and  controlled 
by  individuals  who  are  citizens  of  the  United  States. 

Authority  Sought 

3.  Applicant  seeks  certificate  or  certificates  of  public  con¬ 
venience  and  necessity,  either  permanent  or  temporary, 
authorizing  the  scheduled  transportation  by  air  of  mail, 
passengers  and  property  over  each  of  the  following  routes : 

Route  1.  Between  the  terminal  MEMPHIS,  Tenn.; 
the  intermediate  points  Clarksdale,  Miss.;  Greenville, 
Miss. ;  Vicksburg,  Miss. ;  and  the  terminal  JACKSON, 
Miss. 

Route  2.  Between  the  terminal  JACKSON,  Miss.; 
Natchez,  Miss.;  Baton  Rouge,  La.;  and  the  terminal 
NEW  ORLEANS,  La. 

Route  3.  Between  the  terminal  MEMPHIS,  Tenn., 
and  the  intermediate  points  Tupelo,  Miss.;  Columbus, 
Miss.;  Meridian,  Miss.;  and  beyond  Meridian,  (a)  the 
terminal  JACKSON,  Miss.;  and  (b)  the  intermediate 
points  Laurel,  Miss.;  Hattiesburg,  Miss.;  and  beyond 
Hattiesburg,  (c)  the  intermediate  point  Bogalusa,  La. 
and  the  terminal  NEW  ORLEANS,  La.,  and  (d)  the 
intermediate  points  Mobile,  Ala. ;  Biloxi-Gulfport,  Miss., 
and  the  terminal  NEW  ORLEANS,  La. 
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Route  4.  Between  the  terminal  MOBILE,  Ala.,  the 
intermediate  points,  Pensacola,  Fla.;  Panama  City, 
Fla.;  Dothan,  Ala.;  and  the  terminal  COLUMBUS,  Ga. 
Total  mileage  of  above  routes  is  1,522  miles. 

4.  No  request  for  specific  route  or  routes  included  in  this 
application  is  to  be  construed  as  preventing  the  Civil  Aero¬ 
nautics  Board  from  issuing  certificate  or  certificates  to  ap¬ 
plicant  allotting  other  routes,  including  or  dropping  any 
terminal  or  intermediate  points  or  directing  any 
other  changes  in  the  routes  contained  in  this  application 

which  the  Board  may  find  to  be  required  by  public 
93  convenience  and  necessity  within  the  general  area 
the  applicant  desires  to  serve.  Applicant  further 
hereby  expressly  makes  a  part  of  this  application  a  request 
to  serve  any  such  routes,  terminals  or  intermediate  points 
within  the  general  area  the  applicant  desires  to  serve  which 
are  not  included  in  this  application  and  which  the  Board 
may  find  public  convenience  and  necessity  require  to  be 
served. 

Flight  Equipment 

5.  Applicant  presently  owns  one  DC-3  aircraft  suitable 
for  transportation  of  persons,  property  and  mail  in  local- 
feeder  service  and  will  use  this  equipment  in  its  proposed 
operations. 

6.  Applicant  will  acquire  additional  conventional  multi¬ 
engined  aircraft  for  the  carriage  of  persons,  property  and 
mail.  All  aircraft  will  meet  the  requirements  of  the  Civil 
Aeronautics  Board  and  Civil  Aeronautics  Administration 
for  aircraft  used  in  certificated,  scheduled  operation. 

Map 

7.  A  map,  drawn  approximately  to  scale  and  showing  the 
four  proposed  routes,  including  terminal  and  intermediate 
points  to  be  served,  is  attached  hereto  and  made  a  part 
hereof  as  Exhibit  A. 
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Aeronautical  Activity 

8.  Applicant  does  not  hold  a  Certificate  of  Public  Con¬ 
venience  and  Necessity  authorizing  air  transportation.  Sub¬ 
ject  to  a  further  showing  as  to  the  adequacy  of  airport 
facilities,  the  company  was  authorized  in  the  South- 
94  eastern  States  Case,  Docket  No.  501,  et  al.,  (Order, 
Serial  Number  E-435)  to  engage  in  air  transportation 
of  persons,  property,  and  mail,  for  a  period  of  three  years 
from  the  date  of  issuance  of  the  certificate,  over  the  follow¬ 


ing  routes : 

(a)  Between  the  terminal  point  Memphis,  Tenn.,  ihe 
intermediate  points  Tupelo,  Miss.,  Columbus,  Miks., 
Tuscaloosa,  Ala.,  Birmingham,  Ala.,  Gadsden,  Ala., 
Atlanta,  Ga.,  Athens,  Ga.,  Greenwood,  S.  C.,  Greenville, 
S.  C.,  Spartanburg,  S.  C.,  Rock  Hill,  S.  C.,  and  the  tbr- 
minal  point  Charlotte,  N.  C. ; 

(b)  Between  the  terminal  point  Atlanta,  Ga.,  the  in¬ 
termediate  points  La  Grange,  Ga.,  Columbus,  Ga.,  Al¬ 
bany,  Ga.,  Moultrie,  Ga.,  Valdosta,  Ga.,  and  the  terminal 
point  Jacksonville,  Fla. ; 

(c)  Between  the  terminal  point  Columbus,  Ga.,  the 
intermediate  points  Macon,  Ga.,  Augusta,  Ga.,  Orange¬ 
burg,  S.  C.,  and  the  terminal  point  Charleston,  S.  C. 

Applicant  has  not  yet  begun  operations. 

The  President  of  Applicant,  Frank  W.  Hulse,  is  its  prin¬ 
cipal  stockholder  and  he  is  also  president  and  principal 
stockholder  of  Southern  Airways  Company,  a  company  en¬ 
gaged  exclusively  in  various  phases  of  aeronautical  activity 
in  the  Southeastern  part  of  the  United  States,  including 
sales,  servicing,  modification,  and  overhaul  of  aircraft  aid 
engines,  charter  service,  pilot  training  and  general  fixed 
base  operations. 

9.  Southern  Airways,  Inc.,  the  Applicant,  has  never  and 
is  not  now  engaged  in  air  transportation  pursuant  to  tie 
authority  granted  by  Section  292.1  of  the  Economic  Regula¬ 
tions. 
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Equipment 

10.  Facilities  owned  by  Southern  Airways  Company  in¬ 
clude  small  aircraft  for  pilot  training,  etc.,  and  equipment 
for  complete  aircraft  and  engine  overhaul  at  various  cities 
in  the  South.  Southern  Airways,  Inc.,  the  Applicant,  owns 
a  160  by  240  foot  hangar,  office  and  shop  building  located 
on  the  Atlanta  Municipal  Airport. 

95  Wherefore,  applicant  prays  that  the  Board  en¬ 
ter  an  order  issuing  to  applicant  a  certificate  or 
certificates  of  public  convenience  and  necessity,  either  per¬ 
manent  or  temporary,  authorizing  the  scheduled  transpor¬ 
tation  by  air  of  mail,  passengers  and  property  as  herein 
described  and  in  accordance  with  this  application,  and  for 
such  other  and  further  relief  as  may  be  proper  in  the 
premises. 

Southern  Airways,  Inc. 

By  /s/  Frank  W.  Hulse 
Frank  W.  Hulse, 
President. 

Kilpatrick,  Ballard  &  Beasley 
By  /s/  Cecil  A.  Beasley,  Jr. 

Cecil  A.  Beasley,  Jr. 

Attorneys  for  Applicant. 

***##**••• 

99  Received  Civil  Aeronautics  Board  Sept.  30,  1948 

Amendment  to  Amended  and  Original  Application  of  Southern 
Airways,  Inc.,  for  Permanent  or  Temporary  Certificate  or  Certifi¬ 
cates  Authorizing  Scheduled  Air  Service  Under  Section  401  of  the 
Civil  Aeronautics  Act  of  1938* 

Comes  now  Southern  Airways,  Inc.,  a  corporation  and 
represents  to  the  Board : 

1.  On  July  6, 1948,  Southern  Airways,  Inc.,  filed  with  the 
Board  an  amended  application  for  a  permanent  or  tempo- 

*  This  is  an  amendment  to  the  amendment  filed  in  the  Southeastern 
States  Case  by  Southern  Airways,  Inc.,  on  July  6, 1948,  to  the  Company’s 
application,  Docket  No.  1774,  in  that  proceeding  and  an  amendment  to 
the  original  application  in  the  Mississippi  Valley  Case  filed  on  July  6, 
1948,  and  assigned  Docket  No.  3408. 
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rary  certificate  in  the  Southeastern  States  Case,  Docket  No. 
501  et  al,  and  an  original  application  in  the  Mississippi 
Valley  Case,  Docket  No.  548  et  al. 

2.  In  a  letter  dated  September  16,  1948,  from  Examine 
Ferdinand  D.  Moran  to  counsel  for  Southern  Airways,  Inc 
the  company  was  given  permission  to  amend  its  Route  No 
as  proposed  in  the  original  and  amended  applications  file 
on  July  6,  1948,  in  order  to  designate  new  intermedi^t 
points  within  the  geographical  scope  of  the  proceeding 
place  of  the  Florida  communities  ruled  out  in  the  prehea)r 
ing  conference  report. 

100  3.  In  paragraph  3  entitled  “Authority  Sought” 

its  original  and  amended  applications  the  compan 
proposed  as  Route  4  the  following: 


i 

4 

d 

e 
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“Between  the  terminal  MOBILE,  Ala.,  the  interme¬ 
diate  points,  Pensacola,  Fla. ;  Panama  City,  Fla 
Dothan,  Ala.;  and  the  terminal  COLUMBUS,  Ga.” 

4.  In  lieu  of  Route  4  as  set  forth  in  paragraph  3  abovje, 
Southern  Airways,  Inc.,  amends  its  original  and  amended 
applications  to  propose : 

“ROUTE  4.  Between  the  terminal  MOBILE,  Ala., 
the  intermediate  points  Andalusia-Opp,  Ala.;  and  Do¬ 
than,  Ala.;  and  the  terminal  COLUMBUS,  Ga.” 

5.  As  amended  the  total  mileage  of  routes  proposed  by 
Southern  Airways,  Inc.,  is  1470.  The  total  mileage  of  Rou  te 
4  as  amended  is  290  miles.  The  distance  between  Mobile  and 
Andalusia-Opp  is  140  miles;  between  Andalusia-Opp  aid 
Dothan  57  miles ;  and  between  Dothan  and  Columbus  is  93 
miles.  A  map  will  be  supplied  by  the  company  in  its  exhibi  ts 
in  this  proceeding  showing  Route  4  as  amended  and  all  other 
proposed  routes. 

Wherefore,  Southern  Airways,  Inc.,  prays  that  the  Board 
enter  an  order  issuing  to  applicant  a  certificate  or  certifi¬ 
cates  of  public  convenience  and  necessity  either  permanent 
or  temporary  authorizing  the  scheduled  transportation  by 
air  of  mail,  passengers  and  property  as  described  in  tie 
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applications  of  July  6, 1948,  as  amended  herein,  and  for  such 
other  and  further  relief  as  may  be  proper  in  the  premises. 

Southern  Airways,  Inc.  . . 

By  /s/  Frank  W.  Hulse 
Frank  W.  Hulse, 
President. 

Kilpatrick,  Ballard  &  Beasley 
By  /s/  Cecil  A.  Beasley,  Jr. 

Cecil  A.  Beasley,  Jr. 

Attorneys  for  Applicant. 

September  20, 1948 

•  ••••••••• 

Received  Civil  Aeronautics  Board  July  6,  1948 

127  BEFORE  THE 

CIVIL  AERONAUTICS  BOARD 

Docket  No.  548  et  al 

In  the  matter  of  the  application  of 
NATIONAL  AIRLINES,  INC. 
and  other  applicants  for  certificates  or  amendments  to 
certificates  of  public  convenience  and  necessity. 
MISSISSIPPI  VALLEY  CASE 


Docket  No.  501  et  al 

In  the  matter  of  the  application  of 
AERO  PICKUP  SERVICE,  INC. 
and  other  applicants  for  certificates  or  amendments  to 
certificates  of  public  convenience  and  necessity. 
SOUTHEASTERN  STATES  CASE 

Amendment  to  Southern  Bus  Lines,  Inc.,  Applications  in  the 
Southeastern  States  and  Mississippi  Valley  Cases 

Southern  Bus  Lines,  Inc.  (hereinafter  sometimes  referred 
to  as  the  Applicant)  an  original  applicant  in  Docket  No. 
1779  in  the  Southeastern  States  Case  and  in  Docket  No.  1578 
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in  the  Mississippi  Valley  Case,  hereby  amends  its  applica¬ 
tions  in  the  above  cited  cases  as  to  routes  and  points  to  be 
served  in  the  following  respects : 

L 

The  Applicant  requests  authority  to  engage  in  air  trans¬ 
portation  of  persons,  property  and  mail  on  a  temporary  or 
permanent  basis  (1)  Between  the  terminal  point,  Memphis, 
Tennessee,  and  the  intermediate  points  Tupelo,  Mississippi, 
Columbus,  Mississippi,  Meridian,  Mississippi,  and  beyond 
Meridian,  Miss,  to  (a)  terminal  point  Jackson,  Miss.,  and 
(b)  Laurel,  Mississippi,  Hattiesburg,  Mississippi,  and  be¬ 
yond  Hattiesburg,  Mississippi,  (a)  to  Mobile,  Alabama, 
Gulfport-Biloxi  to  the  terminal  point,  New  Orleans,  Louisi¬ 
ana,  (b)  to  Bogalusa,  Louisiana,  and  the  terminal  pond, 
New  Orleans,  Louisiana;  (2)  Between  the  terminal 
128  point,  Memphis,  Tennessee,  the  intermediate  points, 
Clarksdale,  Mississippi,  Greenville,  Mississippi,  and 
beyond  Greenville,  Mississippi  (a)  to  Monroe,  Louisiana, 
Natchez,  Mississippi,  Baton  Rouge,  Louisiana  and  the  ter¬ 
minal  point,  New  Orleans,  Louisiana,  (b)  to  Vicksburg, 
Mississippi,  Jackson,  Mississippi,  Natchez,  Mississippi, 
Baton  Rouge,  Louisiana  and  the  terminal  point,  New  Or¬ 
leans,  Louisiana;  (3)  Between  the  terminal  point,  New  Or¬ 
leans,  Louisiana,  and  the  intermediate  points,  Baton  Rouge, 
Louisiana,  Lafayette,  Louisiana,  New  Iberia,  Louisiana, 
Lake  Charles,  Louisiana,  Natchitoches,  Louisiana,  and  the 
terminal  point,  Shreveport,  Louisiana. 

n. 

The  Applicant  requests  such  other,  further  and  different 
authority  to  service  in  any  manner  any  community  or  comj 
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munities,  route  or  routes  which  the  Board  may  consider 
required  by  the  Public  convenience  and  necessity. 

Respectfully  submitted, 

SOUTHERN  Bus  LlNES,  INC. 

/s/  A.  L.  Wheeler 
A.  L.  Wheeler,  Counsel 
709  Barr  Building 
Washington  6,  D.  C. 

July  6, 1948. 


222  Orders 

Serial  Number  E-2111 

UNITED  STATES  OF  AMERICA 
CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Adopted  by  the  Civil  Aeronautics  Board 
at  its  office  in  Washington,  D.  C., 
on  the  21st  day  of  October,  1948. 


Docket  No.  548  et  al. 

In  the  matter  of  the  application  of 
NATIONAL  AIRLINES,  INC., 
and  other  applicants  for  certificates  or  amendments  to 
certificates  of  public  convenience  and  necessity,  known  as  the 
MISSISSIPPI  VALLEY  CASE 

Docket  No.  501  et  al. 

In  the  matter  of  the  application  of 

AERO  PICKUP  SERVICE  CORPORATION 
and  other  applicants  for  certificates  or  amendments  to 
certificates  of  public  convenience  and  necessity,  known  as  the 
SOUTHEASTERN  STATES  CASE 

Order 

The  Board,  by  Order  Serial  No.  E-1405,  dated  April  2, 
1948,  having  rescinded  certain  portions  of  its  prior  Order 
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Serial  No.  E-1060,  dated  December  18,  1947,  in  the  Missis¬ 
sippi  Valley  Case,  Docket  No.  548  et  al.,  and  the  Southeast¬ 
ern  States  Case,  Docket  No.  501  et  al.,  and  reopened  each  of 
said  proceedings  for  the  purpose,  inter  alia,  of  further  hear¬ 
ing,  reargument,  and  reconsideration  with  respect  to  the 
establishment  of  local  feeder  service  in  the  general  regions 
specified  in  said  Order  Serial  No.  E-1405; 

Public  Counsel  having  filed  with  the  Board  on  June  4, 
1948,  a  motion  requesting  consolidation  of  the  reopened 
proceedings  in  the  aforementioned  Mississippi  Valley  Case 
and  Southeastern  States  Case  for  the  purpose  of  hearing, 
with  all  evidence  received  in  such  consolidated  hearing  to 
be  made  a  part  of  the  records  in  both  the  said  Mississippi 
Valley  Case  and  the  said  Southeastern  States  Case; 
223  South  Central  Air  Transport,  Inc.,  having  filefl 
with  the  Board  on  June  28, 1948,  a  motion  to  enlarge 
the  scope  of  the  reopened  Mississippi  Valley  Case  to  include 
local  feeder  service  in  Arkansas,  southern  Missouri,  eastern 
Oklahoma,  and  southeastern  Texas ; 

Southern  Airways,  Inc.,  having  filed  with  the  Board  on 
July  6,  and  September  20,  1948,  an  application  and  amend¬ 
ment  thereto,  Docket  No.  3408,  seeking  authority  to  engage 
in  the  air  transportation  of  persons,  property,  and  mail  t^> 
points  in  Tennessee,  Mississippi,  Alabama,  Louisiana,  an<ji 
Georgia,  and  further  requesting  consolidation  of  said  ap¬ 
plication,  Docket  No.  3408,  with  the  aforementioned  Missis¬ 
sippi  Valley  Case; 

Gulf  Airways,  Inc.,  having  filed  with  the  Board  on  July  6, 
1948,  an  application,  Docket  No.  3407,  seeking  authority  to 
engage  in  the  air  transportation  of  persons,  property,  and 
mail  to  points  in  Mississippi,  Alabama,  Georgia,  and  Louisit 
ana,  and  to  Memphis,  Tenn.,  and  having  filed  with  the  Board 
on  July  6,  1948,  a  motion  requesting  consolidation  of  said 
application,  Docket  No.  3408,  with  the  aforementioned  South¬ 
eastern  States  Case ; 

Eastern  Air  Lines,  Inc.,  having  filed  with  the  Board  on 
July  6,  1948,  an  application,  Docket  No.  3406,  requesting, 
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inter  alia,  certain  extensions  of  its  routes  Nos.  5  and  10  and 
removal  of  certain  restrictions  in  its  certificates  of  public 
convenience  and  necessity  for  said  routes,  and  Eastern  Air 
Lines,  Inc.,  having  filed  with  the  Board  on  August  2,  1948, 
a  motion  requesting  that  the  aforesaid  Docket  No.  3406  and 
that  portion  of  Docket  No.  1950,  an  application  consolidated 
in  the  original  Mississippi  Valley  Case,  requesting  service 
between  Memphis,  Tenn.,  and  Lake  Charles,  La.,  be  con¬ 
solidated  with  the  other  applications  to  be  heard  by  the 
Board  in  the  reopened  Southeastern  States  Case  and  Mis¬ 
sissippi  Valley  Case ; 

Pascagoula-Moss  Point,  Miss.,  Chamber  of  Commerce; 
Natchez,  Miss.,  Association  of  Commerce ;  Columbus,  Miss., 
Chamber  of  Commerce;  Jackson,  Miss.,  Chamber  of  Com¬ 
merce;  Gulfport,  Miss.,  Chamber  of  Commerce;  Memphis 
Chamber  of  Commerce ;  City  of  Mobile,  Ala. ;  City  of  Laurel, 
Miss. ;  and  Postmaster  General,  having  filed  with  the  Board 
petitions  for  leave  to  intervene  in  the  above-entitled  pro¬ 
ceedings  ; 

The  Board,  upon  due  consideration  of  the  said  motions, 
applications,  petitions,  finding : 

1.  That  the  reopened  Mississippi  Valley  Case,  Docket  No. 
548  et  al.,  and  Southeastern  States  Case,  Docket  No.  501 
et  al.,  can  be  advantageously  and  expeditiously  heard  in  a 
single  proceeding ; 

2.  That  the  application  of  Gulf  Airways,  Inc.,  Docket  No. 
3407,  can  be  advantageously  and  expeditiously  considered 
in  the  reopened  Southeastern  States  Case,  and  that  the  ap¬ 
plication  of  Southern  Airways,  Inc.,  Docket  No.  3408, 

224  with  the  exception  of  the  portion  requesting  service 
to  points  in  Georgia  can  be  advantageously  and  ex¬ 
peditiously  considered  in  the  reopened  Mississippi  Valley 
Case; 

3.  That  the  aforementioned  applications  of  Eastern  Air 
Lines,  Inc.,  although  proposing  some  services  similar  to 
those  proposed  by  other  applications  in  the  above-entitled 
proceedings,  also  present  questions  relating  to  through  serv¬ 
ice  and  that  the  granting  of  the  relief  requested  by  Eastern 
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Air  Lines,  Inc.,  would  unduly  expand  the  scope  of  the  re¬ 
opened  proceedings ; 

4.  That  the  aforementioned  petitions  requesting  leave  to 
intervene  in  the  above-entitled  proceedings  allege  matters 
indicating  that  the  petitioners  are  entitled  to  become  parties 
to  said  proceedings ; 

5.  That,  except  to  the  extent  hereinafter  granted,  the 
matters  set  forth  in  the  aforesaid  motions  and  petitions, 
do  not  warrant  the  relief  requested ; 

It  Is  Ordered  : 

1.  That  the  reopened  Mississippi  Valley  Case,  Docket  No. 
548  et  al.,  and  the  reopened  Southeastern  States  Case, 
Docket  No.  501  et  al.,  be  and  they  are  hereby  consolidated 
into  one  proceeding  for  purposes  of  hearing  only,  with  ^11 
testimony  taken  in  the  consolidated  proceeding  to  beconie 
a  part  of  the  records  in  both  the  Mississippi  Valley  Case 
and  the  Southeastern  States  Case; 

2.  That  the  application  of  Gulf  Airways,  Inc.,  Docket  No. 
3407,  be  and  it  is  hereby  consolidated  into  the  aforemen¬ 
tioned  Southeastern  States  Case;  and  that  the  portion  of 
the  application  of  Southern  Airways,  Inc.,  Docket  No.  3408, 
requesting  service  to  points  in  Georgia  be  and  it  is  hereby 
severed  from  Docket  No.  3408  and  assigned  Docket  No.  35^7 
and  that  the  remainder  of  the  application  of  Southern  Air¬ 
ways,  Inc.,  Docket  No.  3408,  be  and  it  is  hereby  consolidated 
into  the  aforementioned  Mississippi  Valley  Case; 

3.  That  the  aforementioned  petitions  requesting  leave  tb 
intervene  be  and  they  are  hereby  granted ; 

4.  That  the  aforesaid  motions  and  petitions,  except  to  the 
extent  to  which  they  are  granted  herein,  be  and  they  are 
hereby  denied. 

By  the  Civil  Aeronautics  Board : 


(Seal) 


/s/  M.  C.  Mulligan 

M.  C.  Mulligan 
Secretary 


442 


EXCERPTS  FROM  TESTIMONY  AND  PROCEEDINGS. 

376  Robert  K  Jeffries 

was  called  as  a  witness,  and  having  been  first  duly  sworn, 
was  examined  and  testified  as  follows : 

Direct  Examination 
By  Mr.  Scontt : 

Q.  Mr.  Jeffries,  will  you  please  state  your  full  name  and 
position?  A.  R.  K.  Jeffries,  Vice  President  and  General 
Manager  of  the  Southern  Bus  Lines,  Incorporated,  which 
is  located  at  1930  Third  Street,  Alexandria,  Louisiana. 

•  ••••••••• 

377  Cross  Examination 

By  Mr.  Beasley : 

Q.  I  note  you  state  the  interest  of  the  company  has  been 
continuous  and  vigorous  in  air  service.  Would  you  tell  what, 
if  anything,  the  company  has  done  since  December  of  1946 
in  air  transportation?  A.  We  haven’t  done  anything  in  the 
air  transportation  except  to  follow  our  case  as  it  was  pre¬ 
sented  and  of  course  at  the  time  we  were  operating  it  was 
expected  at  that  time  that  someone  else  might  receive  the 
certificate  and  I  think  we  exhibited  every  interest  in  this 
by  continuing  our  operation  in  intrastate. 

Q.  Does  the  company  still  employ  any  of  the  personnel 
which  was  used  in  your  operation,  the  air  operation  which 
was  terminated  in  December  of  1946,  on  first  direct  opera¬ 
tions;  that  is,  pilots  and  co-pilots?  A.  No,  they  have  peri¬ 
odically. 

Q.  What  type  of  aircraft  did  you  use?  A.  We  had  a 
Beechcraft  and  a  Cessna. 

Q.  Does  the  company  own  that  equipment?  A.  No,  we 
disposed  of  the  two  ships. 

378  Q.  Does  the  company  own  any  aircraft?  A.  At  the 
present  time  ? 

Q.  Yes.  A.  No. 

•  ••••••••• 
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Q.  Looking  at  that  map,  would  you  tell  me,  looking 
at  Memphis,  whether  your  bus  service  parallels  the 
where  you  propose  air  service?  A.  From  Memphis? 

Q.  Yes.  A.  No. 

Q.  Well,  we  can  go  through  it.  A.  Would  you  rather 
me  tell  you  which  ones  it  does  parallel? 

Q.  Yes,  sir.  A.  Vicksburg. 

Q.  Yes.  A.  To  below  Columbus  and  Meridian  to 

Q.  Yes,  sir.  A.  Bogalusa  and  New  Orleans; 

379  Orleans  and  Baton  Rouge;  Natchitoches  to 
port;  and  Jackson  to  Natchez;  you  would 

consider  it  as  parallel,  the  bus  line,  but  the  bus  line 
Jackson,  Vicksburg  and  Natchez. 

Q.  Yes,  sir.  A.  I  believe  that  pretty  much  covers 
paralleling  routes. 

Q.  It  covers  the  paralleling  routes,  or  those  where 
do  not  parallel.  As  I  understood  it,  you  were  stating 
exceptions?  A.  No,  I  was  stating  the  parallel  routes. 

Q.  Were  the  routes — where  the  routes  parallel?  A.  Yes, 
sir. 

Q.  So  the  specific  segments  you  mentioned  are  where  your 
bus  lines  would  parallel  the  air  line  routes?  A.  Where  I 
would  consider  them  as  being  parallel  service. 

Q.  When,  over  those  routes  which  we  have  enumerated, 
did  Southern  Bus  Lines  initiate  bus  service?  A.  When  did 
they? 

Q.  Yes,  sir. 

•  ••••••••• 

380  Q.  What  fares  do  you  charge  on  these  routes, 
passenger  fares? 

Mr.  Beasley:  No,  I  am  asking  about  a  per  mile  basis. 

The  Witness :  On  a  per  mile  basis  I  think  our  system  at 
the  present  time  generally  speaking  is  around  2  cents  a  mile. 


•  •  •  •  •  •  *  *  •  • 
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Q.  Your  opinion,  Mr.  Jeffries,  do  you  believe  that  if  you 
should  operate  the  air  line  route  which  you  propose  or  if 
someone  else  should  operate  the  air  line  routes  which  are 
proposed  here,  that  there  would  be  a  diversion  from  your 
bus  traffic  to  those  air  line  routes?  A.  It  is  my  guess  that 
there  would  be  a  possible  diversion  of  probably  2  per  cent. 
I  am  picking  that  figure  more  or  less  out  of  the  air  as  my 
own  idea  of  what  would  happen.  By  the  same  token  there 
would  be  a  diversion — or,  I  won’t  say  diversion — 

381  but  the  air  line  as  a  feeder  line  operated  by  Southern 
Bus  Line,  would  certainly  give  additional  passengers 

to  the  bus  line.  That  was  borne  out  in  our  intrastate  opera¬ 
tions  in  Louisiana. 

•  ••*•*•*** 

Q.  Mr.  Jeffries,  do  you  have,  over  the  routes  of  your 
bus,  competition  from  any  other  busses?  A.  Yes,  sir,  we 
have  competition  by  bus  lines;  four  large  bus  lines,  Dixie 
Greyhound,  which  is  a  division  of  the  Greyhound  Corpora¬ 
tion  ;  Southwestern  Greyhound  and  Gulf  Transport  line  and 
Teche  Greyhound  Lines.  They  are — there  are  also  a  number 
of  small  bus  operations  which  are  competitive,  as  well  as 
rail  lines. 

•  *••••#*** 

382  Q.  Am  I  correct  in  interpreting  your  answer  that 
you  have  general  competition  from  other  bus  com¬ 
panies  in  this  area?  A.  That  is  correct. 

•  •••**•*•• 

388  Q.  In  your  original  application,  as  I  understood 

it,  it  was  Southern  Air  Lines’  proposal  to  inaugurate 
a  substantially  speedy  coordinated  claim  and  bus  service. 
As  a  result  of  the  amendment  to  your  application,  would 
you  state  that  that  underlying  philosophy  has  been  changed? 
A.  What  was  the  first  part  of  your  question? 

Q.  A  speedy  coordinated  plane  and  bus  service.  A.  No, 
our  philosophy  hasn’t  changed  in  that  at  all. 
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Q.  Won’t  you,  under  the  present  application,  be  compet¬ 
ing  with  your  bus  service?  A.  No,  sir,  X  don’t  believe  we 
will  at  all.  We  think  definitely  that  one  feeds  the  other  and 
there  will  not  be  that  competition  between  the  two  lihes. 
There  is  a  difference,  generally  speaking,  in  the  cost  of 
transportation.  Therefore,  you  have  two  classes  of  travel¬ 
lers,  but  along  with  it  we  have  travellers,  that  is,  air  travel¬ 
lers  from  the  smaller  communities  who  do  not  have  thq  air 
service  but  have  the  bus  service  who  would  want  the  co¬ 
ordinated  service  going  from  a  small  community  outside 
the  environs  of  Jackson  or  Vicksburg  or  Natchez  or 

389  where  have  you  to  these  various  airports. 

•  ••••••••• 

Q.  Am  I  correct  in  concluding  that  your  present  proposal 
will  duplicate  your  bus  routes  ?  A.  Not  in  entirety,  no.  Our 
bus  routes  are  far  more  extensive  than  this  air  line  route. 
There  are  certain  of  the  air  routes  that  are  parallel. 

•  ••***••#* 

Q.  Would  this  coordinated  bus  and  plane  service,  in  j  our 
opinion,  be  available  for  the  people  in  the  event  the  Beard 
saw  fit  to  certificate  some  applicant  in  this  case  other  than 
Southern  Airlines,  would  the  same  type  of  service  be  avail¬ 
able  as  a  result  of  your  already  existing  bus  service?  A.  I 
don’t  believe  that  it  would  work  out  that  way. 

Q.  Why  not?  A.  I  don’t  believe  that  two  separate 

390  corporations  handling  a  situation  like  this  would  work 
together  in  the  same  manner  that  the  two  divisi  ons 

under  one  corporate  head  would  work.  I  think  it  has  been 
borne  out  by  the  fact  that  the  airlines  have  offered  no  con¬ 
sideration  whatsoever  as  to  the  requirements  at  the  present 
time,  the  present  airlines,  and  there  would  be  very  little 
incentive  on  our  part  because  of  that  feature. 

Now,  as  I  said  before,  if  both  systems  were  under  single 
management,  then  there  would  be  an  incentive  and  a  greater 
opportunity  to  achieve  this  service  in  here.  Of  course  I 
think  it  is — there  is  another  feature  to  it  that  hasn’t  been 
brought  out,  and  that  is  the  fact  that  we  now  have  certain 
maintenance  facilities  that  could  be  made  joint  facilities. 
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We  have  ticket  facilities  and  advertising  and  all  sales 
facilities  and  all  of  those  features,  which  you  wouldn’t  get 
with  two  separate  corporations. 

•  ••••••••• 

Q.  You  completely  disposed  of  all  the  equipment  and  per¬ 
sonnel?  A.  That  is  right.  That  is,  direct  airline  personnel. 
We  do  have  some  shops  and  some  A  &  E  mechanics. 

•  ••••••••• 

394  Q.  I  know  you  are  not  sponsoring  Exhibit  No.  9, 
but  at  the  close  of  the  11  months,  I  believe  December 
of  1946,  it  showed  a  loss  of  $25,000  in  operation  of  the  air 
line.  Has  that  been  charged  off  to  the  bus  company,  or  does 
it  still  exist  as  of  the  air  line?  A.  That  was  charged  off  to 
the  bus  company. 

•  *****•••* 

398  Redirect  Examination 

By  Mr.  Scoutt : 


Q.  Even  in  a  bus  company,  the  size  of  yours,  would  an 
investment  of  $1  million  dollars  be  a  small  undertak- 
399  ing?  A.  No,  we  don’t  consider  it  a  small  undertak¬ 
ing. 

Mr.  Scoutt :  That  is  alL 

The  Witness:  We  yrould  be  just  as  much  interested  in 
the  $1  million  investment  in  the  air  lines  as  we  would  be 
in  the  larger  investment  in  the  bus  lines. 

623  Hugh  W.  Davis 

was  called  as  a  witness,  and  having  been  first  duly  sworn, 
was  examined  and  testified  as  follows: 

Direct  Examination 

By  Mr.  Beasley: 

Q.  Will  you  state  your  name  for  the  record?  A.  Hugh  W. 
Davis. 
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Q.  What  is  your  present  occupation?  A.  Chief  pilot  and 
assistant  operations  manager  for  Robinson  Airlines. 

Q.  What  is  Robinson  Airlines?  A.  Robinson  Airlines  is 
a  feeder  airline  serving  New  York  State,  parts  of  New 
Jersey. 

624  Q.  How  long  have  you  been  with  Robinson ‘f  A. 
Since  April,  1948. 

Q.  When  did  Robinson  begin  scheduled  operations  ?  A.  It 
became  a  certificated  carrier  September  19,  1948. 

Q.  When  did  the  operations  begin?  That  is,  actual  flight 
operations  ?  A.  Operations  began  as  a  certificated  carrier  on 
the  same  date. 

I  might  add  they  received  their  CAA  operating  certi  ficate 
on  that  date. 

Q.  And  they  received  the  actual  certificate  of  public  con¬ 
venience  and  necessity  at  an  earlier  date?  A.  That  is  cor¬ 
rect. 

Q.  What  were  your  duties  with  Robinson?  A.  My  duties 
were  training  pilots  for  captains’  positions,  securing  their 
“ATR’s”,  airline  transport  ratings,  handling  all  CAA  mat¬ 
ters  prior  to,  during  and  after  certificated  operations]  pre¬ 
paring  their  operations  manual  for  them,  coordinating  all 
departments  prior  to  the  proving  run,  and  running  an  ac¬ 
tual  trial  proving  run  before  the  regular  proving  run  took 
place. 

Q.  You  handle  all  matters  involving  the  CAA?  A.  That 
is  correct. 

Q.  Did  you  prepare  the  operational  manuals?  A.  Yes. 

Q.  You  also  worked  in  checking  out  pilots?  A.  That  is 
correct,  checking  out  pilots  as  to  route  checks  and  various 
qualifications  necessary  under  the  CAA  regulations. 

625  Q.  Did  you  perform  as  a  dispatcher  at  any  ;ime? 
A.  I  filled  in  from  time  to  time  as  a  dispatcher  when 

the  regular  dispatchers  were  ill. 

Q.  What  type  of  planes  are  used?  A.  The  Douglas  DC-3 
were  used,  with  Wright  G-102  engines. 
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Q.  How  long  were  yon  with  Robinson  before  they  began 
actual  scheduled  operations?  A.  Approximately  five 
months. 

Q.  Would  you  state  what  CAA  ratings  and  certifications 
you  hold?  A.  Airline  transport  pilot  certificate  No.  31852, 
aircraft  dispatcher’s  certificate  number  279100,  aircraft  and 
engine  mechanic  certificate  No.  15380. 

Q.  Have  you  also  acted  as  a  captain  and  flown  scheduled 
flights?  A.  I  have. 

Q.  How  many  hours  have  you  logged?  A.  Slightly  in 
excess  of  6500  hours. 

Q.  How  much  of  that  is  on  multi-engined  equipment?  A. 
Approximately  five  thousand  hours. 

Q.  Have  you  held  positions  with  any  other  certificated 
carrier?  A.  I  have.  I  was  with  Colonial  Airlines  slightly 
over  a  year  as  a  captain. 

I  was  with  Transcontinental  and  Western  Air  as  an  in¬ 
strument  instructor  and  chief  of  flight  training. 

Q.  Would  you  state  the  periods  during  -which  you  were 
with  Colonial  and  TWA?  A.  The  length  of  time? 
626  Q.  Length  of  time  will  be  adequate.  A.  I  was  with 
Colonial  slightly  over  a  year  and  with  TWA  three  and 
a  half  years. 

Q.  Did  you  do  any  executive  or  administrative  work  with 
Colonial  and  TWA?  A.  With  Colonial  I  trained  their  first 
officers  prior  to  their  check-out  as  captain,  that  is,  flight 
training,  and  all  pilots  in  ILS  procedure,  and  very  high 
frequency  ranges. 

With  TWA  as  chief  of  flight  training  I  had  approximately 
30  TWA  airline  captains  under  me,  six  co-pilots,  eight  in¬ 
strument  instructors  and  approximately  20  officer  personnel. 

We  had  four  DC-3  type  airplanes,  two  Lockheed  Lode¬ 
stars  and  three  specially  built  Stinsons. 

Q.  Have  you  ever  held  a  position  with  the  CAA,  Mr. 
Davis?  A.  Yes,  as  air  carrier  inspector,  operations,  for 
three  and  a  fourth  years. 
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Q.  Where  were  you  stationed?  A.  I  was  stationed  the 
majority  of  the  time  in  the  first  region  which  is  New  York 
City. 

Q.  Were  you  stationed  elsewhere  for  a  part  of  the  time? 
A.  I  had  three  months  of  training  in  Kansas  City  and  I 
was  in  the  Washington  office  for  four  or  five  months. 

Q.  Would  you  state  briefly  what  the  duties  are  of  a  car¬ 
rier  inspector?  A.  A  carrier  inspector  inspects  a  certifi¬ 
cated  carrier  for  the  compliance  with  the  civil  air  regula¬ 
tions  and  any  pertinent  regulations  connected  wfth 
627  their  operating  certificate. 

Q.  In  your  work  with  the  CAA  and  the  scheduled 
carriers  which  you  have  mentioned  has  it  been  necessary 
to  be  familiar  and  know  the  CAR,  civil  air  regulations?  A. 


Yes,  it  has. 

Q.  When  were  you  with  CAA?  A.  I  was  with  CAA  in 
two  periods;  one,  I  started  with  them  in  August  of  1943, 
left  the  CAA  in  February  of  1946,  returned  to  the  CAA  in 
February  of  1947  and  was  with  them  until  I  think  it  'was 
the  following  February  of  1948. 

Q.  Have  you  had  other  work  which  you  have  not  men¬ 
tioned  in  the  field  related  to  scheduled  air  transportation? 
A.  I  was  with  the  Link  Trainer  Aviation  Devices  in  Bing¬ 
hamton,  New  York  for  slightly  over  three  years  and  a  year 
and  a  half  of  that  was  spent  with  the  Royal  Air  Force  in 
England  as  a  Link  trainer  engineer  and  foreign  represent¬ 
ative. 

Three  months  with  Link  Aviation  was  spent  at  Randolf 
Field  as  civilian  instructor  under  a  course  which  they  spon¬ 
sored. 

Q.  You  might  state  your  educational  qualifications,  if  you 
will,  please.  A.  High  school,  two  years  at  Bucknell  Univer¬ 
sity,  a  graduate  of  Casey  Jones  School  of  Aeronautics  and 
Aircraft  and  Engine  Mechanics. 

I  have  had  two  special  courses  in  instrument  flying,  one 
from  the  CAA,  Detroit,  another  refresher  course  with  Link 
Aviation  Devices  when  I  returned  to  this  country  from 
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England.  I  have  had  correspondence  course  in  navi- 
628  gation. 

Q.  What  was  your  work  in  England?  A.  It  was 
to  install  Link  Trainers,  to  repair  them  and  to  carry  on 
engineering  modification  ■which  was  going  on  at  that  time 
to  make  them  more  realistic  as  to  their  comparison  with 
airplanes. 

Q.  In  your  work  and  in  particular  with  reference  to  recent 
months,  is  it  your  opinion  that  there  is  an  adequate  supply 
of  flight  personnel,  pilots  and  copilots  available  today?  A. 
Yes,  it  is  my  opinion  there  is. 

Q.  Would  you  make  the  same  statement  in  regard  to 
maintenance  personnel?  A.  Yes. 

Q.  What  is  your  connection  with  Southern  Airways,  Inc. 
A.  I  have  been  engaged  by  Southern  Airways  to  act  as  op¬ 
erations  manager. 

633  Louis  J.  Kraus 

was  called  as  a  witness  on  behalf  of  Southern  Airways, 
and  having  been  duly  sworn,  was  examined  and  testi- 

634  tied  as  follows : 

Direct  Examination 
By  Mr.  Beasley: 

Q.  Will  you  state  your  name  for  the  record.  A.  Louis 
J.  Kraus. 

Q.  What  is  your  occupation,  Mr.  Kraus?  A.  I  am  head 
of  the  Underwriting  Department  of  the  Investment  Banking 
Firm  of  Marx  and  Company. 

Q.  Where  are  they  located?  A.  The  principal  office  in 
New  York  and  principal  branch  office  in  Birmingham  and 
the  other  offices  in  Spartanburg,  Raleigh  and  Ashville. 

Q.  What  is  the  name  of  the  head  of  your  firm,  Mr.  Kraus? 
A.  Otto  Marx,  Jr. 

Q.  Does  he  have  Birmingham  connections,  other  than 
his  branch?  A.  He  has  extensive  Birmingham  connections 
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which  go  back  some  50  years  to  the  original  firm  of  Marx 
and  Company,  which  was  formed  around  the  turn  of  the 
century  in  Birmingham. 

Q.  Does  he  have  investments  in  Birmingham?  A.  Yes, 
he  does. 

Q.  Does  he  have  investments  in  other  portions  of  the 
South?  A.  Yes,  he  does.  As  a  matter  of  fact,  the  Marx 
Company  owns  the  Brown-Marx  Building  in  which  the  Marx 
and  Company  is  located  in  Birmingham  among  other 

635  things. 

Q.  Mr.  Kraus,  is  Southern  Airways ’  supplemen¬ 
tary  Exhibit  No.  5,  a  balance  sheet  of  Marx  and  Company, 
dated  September  30, 1948?  A.  Yes. 

Q.  Is  that  the  last  balance  sheet  which  has  been  pre¬ 
pared?  A.  Yes,  it  is. 

Q.  Is  it  correct  and  accurate,  to  the  best  of  your  informa¬ 
tion?  A.  To  the  best  of  my  information,  it  is. 

Q.  I  note  it  is  a  certified  balance  sheet,  is  that  correct? 
A.  That  is  correct. 

Q.  Does  the  firm  Marx  and  Company  have  available  to 
it  sources  of  money  by  way  of  loan?  A.  Yes,  it  does.  Marx 
and  Company  has  extensive  lines  of  credit  with  a  number 
of  major  New  York  banks. 

Q.  Would  you  briefly  mention  some  of  them?  A.  Chem¬ 
ical  Bank,  Irving  Trust  Company. 

Q.  In  the  recent  past  has  Marx  and  Company  exercised 
its  line  of  credit  in  excess  of  $300,000?  A.  It  has. 

Q.  How  long  have  you  been  with  Marx  and  Company  as 
head  of  the  Underwriting  Department?  A.  Two  years.  I 
might  add  here  that  relevant  to  the  preceding  question  that 
in  addition  to  its  present  capital  and  bank  lines,  Marx 
and  Company  also  has  available  to  it  very  substantial  pri¬ 
vate  credit  upon  which  it  can  call  at  anytime. 

636  Q.  I  am  not  certain  that  I  understand  the  phrasp 
*  ‘private  credit.’ ’  From  private  institutions  and  pri¬ 
vate  individuals?  A.  Private  individuals,  primarily. 
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Q.  Thank  yon.  Prior  to  coming  with  Marx  and  Company, 
what  was  your  work  ?  A.  I  was  associated  for  several  years 
with  the  Lehman  Corporation,  which  is  an  investment  trust. 
There  I  was  designated  as  Senior  Security  Analyst  and  was 
a  member  of  the  Portfolio  Committee. 

Q.  Have  you  had  experience  with  investment  banking 
firms  other  than  Lehman  Brothers  and  Marx  and  Company? 
A.  Yes,  Goldman  and  Sachs.  As  a  point  of  fact,  I  have  spent 
practically  all  of  my  business  life,  something  over  20  years, 
in  the  investment  fraternity,  associated  with  investment 
banking,  investment  trust  and  general  stock  exchange  or¬ 
ganizations. 

Q.  Restricting  your  answer  to  the  past  two  years,  would 
you  state  issues  in  which  your  firm  has  either  acted  as  prin¬ 
cipal  or  participated  in  underwritings?  A.  Several.  An 
issue  of  Duke  Power  Bonds,  an  issue  of  Chesapeake  and 
Ohio  Railway  Bonds. 

Q.  Pardon  me,  Mr.  Kraus,  would  you  also  give  the  amount 
of  money  involved  in  those  underwritings.  A.  The  total 
amounts  involved  in  those  underwritings  were  $40  million 
for  Duke  Power,  $40  million  for  Chesapeake  and  Ohio  and 
then  following  along,  Pacific  Gas  and  Electric  $75  million, 
Louisville  and  Nashville  Railway  $30  million,  Consoli- 
637  dated  Edison  about  $60  million,  I  guess  it  was.  We 
participated  as  joint  underwriters. 

Q.  In  those  issues.  A.  In  those  issues. 

Q.  Are  there  any  others  you  would  like  to  mention?  A. 
There  are  issues  in  which  we  acted  as  principal  or  sole  un¬ 
derwriter  or  negotiator.  One  is  Southern  Frigid  Dough. 

Q.  What  was  the  total  amount  involved?  A.  It  was  a 
common  stock  issue  and  the  total  amount  involved  was 
about  $175,000.  That  was  an  individual  deal.  It  is  a  southern 
company  located  at  Birmingham. 

Q.  Any  others?  A.  Physicians  and  Surgeons. 

Q.  Is  that  also  a  southern  activity?  A.  That  is  an  Ala¬ 
bama  company.  There  the  issues  involved  were  convertible 
bonds  and  the  total  amount  $115,000.  I  would  like,  also,  to 
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mention  that  we  were  principal  negotiators  in  a  so-called 
private  loan  for  Cohen  Brothers  of  Jacksonville.  That  is  a 
major  department  store  in  Jacksonville  in  the  amount  of 
$2,500,000. 

More  recently  for  Birmingham  News,  located  in 
ham,  the  Birmingham  News  Company,  total  $2 
These  are  all  of  relatively  recent  date,  all  that  I  have 
tioned,  within  recent  months. 

Q.  All  are  within  the  past  two  years.  A.  Certainly 
in  the  past  two  years. 

Q.  Is  your  firm  currently  engaged  in  the  preparations 
sell  securities  for  Southern  Airways,  Inc.?  A.  Y 
638  Mr.  John  Jameson,  who  is  the  resident  partner  of 
Marx  and  Company,  Birmingham  office  has  been 
gaged  in  contacting  and  familiarizing  investment  firms 
individuals  at  interest  largely  in  the  route  area  covered 
Southern,  with  the  details  of  this  proposed  finding. 

Also  a  preliminary  prospectus  has  been  prepared 
Marx’s  attorneys  in  Birmingham  are  at  the  moment 
paring  papers  for  registration  of  these  securities  in 
states  where  it  is  proposed  to  offer  them. 

Q.  Is  it  the  plan  to  register  them  in  each  of  the 
where  Southern  will  operate?  A.  Yes,  it  is. 

Q.  Now,  how  many  shares  are  to  be  sold?  A.  100,000. 

Q.  What  is  the  price  at  which  they  will  be  sold?  A.  It 
is  contemplated  that  they  will  be  sold  at  $3  a  share. 

Q.  Am  I  correct  in  interpreting  your  earlier  answer,  when 
I  state  that  your  firm  is  forming  what  is  called  a  selling 
group?  A.  Yes.  The  present  attempt  is  to  form  both  an 
underwriting  and  a  selling  group. 

Q.  Would  you  state  briefly  the  difference  between  a  sell 
ing  group  and  an  underwriting  group.  A.  An  underwriting 
group  is  the  group  primarily  which  agrees  under  an  under¬ 
writing  agreement  to  sell  the  total  issue  and  to  do  so  at  its 
own  risk.  The  selling  group  is  a  group  of  security  deals  gen¬ 
erally  who  are  known  to  the  underwriting  group  and  who 
are  advised  as  to  the  details  of  the  proposed  issue  and| 
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639  who  actually  take  part  in  the  distribution  on  a  retail 
basis  more  or  less  to  the  people  who  ultimately  buy  the 

securities  at  issue. 

Q.  It  is  correct,  then,  to  state  that  the  underwriting  group 
guarantees  that  the  company  for  which  the  securities  to 
be  underwritten  will  receive  the  money,  while  the  second 
group,  the  selling  group  simply  agrees  to  make  a  best 
effort  to  distribute  the  securities,  is  that  correct?  A.  That 
is  generally  correct,  yes. 

Q.  Is  it  the  purpose  of  Marx  and  Company  to  form  an  un¬ 
derwriting  group  for  all  of  the  securities  which  will  be  issued 
by  Southern?  A.  That  is  true. 

Q.  When  did  work  begin  on  this  issue  in  the  sense  that 
you  have  started  to  try  to  form  a  selling  and  underwriting 
group?  A.  Within  a  recent  period.  I  am  not  entirely  clear 
on  that,  because  most  of  the  negotiations  in  that  connection 
were  carried  on  in  Birmingham. 

Q.  It  is  being  handled  by  the  partner  in  the  Birmingham 
office.  A.  By  Mr.  Jameson. 

Q.  Is  he  presently  engaged  in  working  on  this  issue?  A. 
He  is  actively  engaged  in  working  on  the  issue. 

Q.  Was  it  a  matter  of  weeks,  months  or  days,  could  you 
state  that?  A.  Within  recent  weeks,  I  would  say  that  he 
has  concentrated  on  the  formation  of  an  underwriting  group. 

Q.  Now,  as  of  the  present  time,  to  what  extent  have 

640  you  found  firms  who  are  going  to  participate  in  this 
issue  on  an  underwriting  basis?  A.  Let  me  put  it 

this  way :  Marx  and  Company  and  Southern  Airways  have 
agreed,  in  principle,  that  this  total  issue  for  $300,000  will 
be  underwritten. 

Marx  and  Company,  together  with  Carlson  and  Company, 
an  investment  firm  at  Birmingham,  have  also  agreed  in  prin¬ 
ciple  that  they  will  each  commit  for  $50,000  of  the  issue 
or  a  total  of  $100,000. 

There  has  also  been  a  very  recent  contact  within  the  last 
couple  of  days  with  another  investment  firm  in  Birming¬ 
ham,  which  has  indicated  real  interest  in  the  issue  and  where 
the  figure  of  $30,000  has  been  mentioned.  I  am  not  at  liberty 
to  state  the  name  of  the  investment  firm. 
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Q.  At  the  present  time.  A.  At  the  present  time. 

Q.  Is  it  your  expectation  that  within  the  immediate  future, 
your  firm  will  find  underwriting  for  the  entire  issue.  A.  It; 
is  my  opinion  that  underwriting  can  be  found  for  the  entire 
issue. 

Mr.  Kell :  Will  you  read  the  last  answer,  please. 

(Answer  read.) 

By  Mr.  Beasley: 

Q.  Will  you  state  the  discounts  in  connection  with  this 
issue.  A.  40  cents  a  share. 

Q.  What  percentage  is  that?  A.  15  per  cent.  You  will, 
have  to  figure  that  out,  40  cents  on  $3.  Something  un- 

641  der  15  per  cent,  about  13 ;  I  guess,  12  and  a  half. 

Q.  What  will  be  the  proceeds  to  Southern  Airways., 
Inc.  of  this  underwriting?  A.  Upon  its  successful  comple¬ 
tion,  Southern  Airway  should  receive  some  $255,000. 

Q.  When  do  you  expect  the  money,  the  total  $255,000  will 
be  available  to  the  company?  A.  Very  shortly  after  the 
signing  of  an  underwriting  agreement. 

Q.  And  when  do  you  think  that  will  be?  A.  My  persona] 
feeling  on  that — and  it  must  be  entirely  a  personal  opinion — 
is  that  it  will  be  in  the  very  near  future.  I  could  count  it  as 
a  matter  of  weeks. 

Q.  Would  you  say  at  the  most  45  days?  A.  At  the  most. 

Q.  What  is  your  opinion  regarding  the  present  market 
for  new  capital  for  air  transportation  stocks?  A.  I  think 
that  the  investment  attitude  toward  air  transportation  stock 
which  has  not  been  too  favorable  for  sometime  has  received 
considerable  impetus  from  this  recent  reaffirmation  of  the 
Board’s  policy  operation  of  domestic  airlines,  and  I  believe 
that  now  there  would  be  considerable  interest  in  such  an  is¬ 
sue.  If  I  didn’t  believe  that,  we  would  not  be  interested  in  it. 

Q.  Is  there  any  written  agreement  with  Southern  Air¬ 
ways,  Inc.  and  Marx  Company  at  this  time  with  regard  to 
this  underwriting?  A.  No. 

642  Q.  What  is  the  practice  in  the  trade  regarding  writ¬ 
ten  agreements  in  connection  with  this  type  of  under- 
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writing?  A.  If  by  written  agreement,  yon  mean  an  under¬ 
writing  agreement,  which  immediately  precedes  the  issu¬ 
ance  of  securities,  that  generally  takes  place  or  is  executed 
just  prior  to  the  actual  issue  or  sale  of  the  securities.  By 
just  “ prior’ ’  I  mean  it  might  be  24  to  48  hours. 

Q.  By  written  agreement  I  meant  a  contract  either  in  the 
form  of  correspondence  or  a  formal  contract  which  commit¬ 
ted  the  firm  without  any  clauses  to  do  the  underwriting.  A. 
There  is  no  such  written  contract  or  agreement  in  existence. 

Q.  Is  it  the  trade  practice  for  such  contracts  to  be  signed? 
A.  Not  well  in  advance  of  the  actual  issuance  of  securities. 

Q.  Would  your  statement  with  regard  to  24  hours  apply 
to  the  type  of  contract  that  I  am  talking  about,  too?  Is  that 
included  in  your  answer?  A.  Will  you  restate  it  so  I  un¬ 
derstand  exactly  what  you  mean  ? 

Q.  My  question  regards  the  practice  of  the  trade  insofar 
as  written  contracts  for  underwriting  is  concerned  and  my 
question  briefly  is,  is  it  customary  not  to  have  written  con¬ 
tracts  which  are  finally  binding  until  within  a  very  short 
period  before  the  securities  are  sold?  A.  That  is  correct. 

Q.  Is  that  true  in  regard  to  any  or  all  of  the  issues  which 
you  enumerated  earlier  in  which  Marx  and  Company 
643  had  either  participated  as  a  principal  or  otherwise? 
A.  It  is  true  in  each  case  that  I  mentioned. 

Q.  The  contracts  were  not  actually  signed  until  within 
24  hours  of  the  time  the  securities  were  sold.  A.  That  is 
true,  and  when  you  say  “contracts’’,  you  mean  underwriting 
agreements? 

Q.  Yes. 

Mr.  Kraus,  are  you  generally  familiar  with  the  routes  for 
which  Southern  Airways  is  applying  in  this  proceeding?  A. 
I  am,  generally. 

Q.  If  the  Board  should  grant  Southern  all  or  a  part  of  the 
routes  for  which  it  has  applied  here,  in  your  opinion,  would 
your  firm  be  interested  in  financing  Southern’s  equity 
through  the  sale  of  securities  at  that  time?  A.  We  would 
certainly  have  a  continuing  interest  in  the  company  if  we 
underwrote  its  initial  capital  requirements  and  as  a  going 
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concern,  I  think,  assuming  that  the  Board  grants  Southern 
additional  routes  we  would  be  very  much  interested  in  new 
financing  or  other  financing. 

Q.  For  the  purpose  of  enabling  Southern  financially  to 
effectuate  the  additional  routes.  A.  That  is  correct. 

Q.  I  appreciate  that  you  can’t  tell  when  the  Board  will 
act  and  that  you  can’t  know  market  conditions  at  a  time 
that  is  uncertain  in  the  future.  Nevertheless,  I  would  like 
you  to  state  your  opinion  as  to  whether  additional  equity 
financing  to  effectuate  routes  which  the  Southern  is  apply¬ 
ing  for  in  this  proceeding  could  be  accomplished  if  the  opin¬ 
ion  were  issued  and  the  certificate  became  available 
644  in,  say,  eight  months  or  a  year.  A.  Of  course,  it  is 
impossible  for  me,  as  you  said,  to  determine  on  the 
basis  of  existing  conditions  in  securities  what  we  might  be 
able  to  do  eight  months  from  now,  but  as  I  said,  we  would 
have  a  strong  continuing  interest  in  the  company  and  I  think 
that  the  odds  favor  our  being  able  to  underwrite  additional 
capital  for  the  company  in  an  eight  to  twelve-month  period 
from  now. 

Q.  In  your  opinion,  the  fact — perhaps  you  have  already 
stated  this — that  the  company  would  be  a  going  concern 
would  make  it  easier  to  sell  securities  than  it  is  at  the  present 
time.  A.  I  certainly  think  that  it  would  facilitate  the  sale  of 
securities.  The  present  securities  at  that  time  would  have 
had  some  seasoning,  would  have  become  familiar  to  security 
holders  and  the  general  public  more  or  less  in  the  general 
area  where  they  are  sold. 

Mr.  Beasley :  That  is  all. 

Examiner  Moran :  Cross  examination,  Mr.  Spang. 


Cross  Examination 
By  Mr.  Spang: 

#*•••#••*# 

648  Q.  Do  you  happen  to  know  what  the  capital  re¬ 
quirements  for  Southern  Airways  are  on  its  proposed 
route  in  this  case?  A.  Some  quarter  of  a  million  dollars. 
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676  Cross  Examination 

By  Mr.  Zapple : 

Q.  I  noticed  in  your  testimony  that  you  were  very  care¬ 
ful  in  stating  what  your  personal  opinion  was  and  what  the 
official  opinion  of  Marx  and  Company  was.  In  reference  to 
that,  you  stated  earlier  that  you  thought  and  your  personal 
opinion — and  you  stressed  that  twice — that  you  thought 
Marx  and  Company  would  have  sufficient  principals  avail¬ 
able  to  underwrite  this  $300,000  issue  within  forty-five  days. 
Am  I  correct?  A.  That  seems  to  be  right. 

Mr.  Beasley:  Pardon  me,  I  think  the  direct  testimony  is 
to  the  effect  that  the  money  would  be  available  to  the 

677  company  not  later  than  forty-five  days. 

By  Mr.  Zapple : 

Q.  Assuming  that  that  money  or  the  principals  to  under¬ 
write  this  issue  are  not  available  within  that  forty-five  day 
period,  what  would  be  the  position  of  your  company?  A. 
There  would  be  no  reason  that  I  know  of  now  why  we 
couldn’t  extend  the  period. 

Q.  Officially  the  company  would  extend  the  period.  A. 
Yes. 

•  ••••****• 

690  John  H.  Frederick 

was  called  as  a  witness  on  behalf  of  Southern  Airways,  Inc., 
and,  having  been  first  duly  sworn,  was  examined  and  testi¬ 
fied  as  follows : 

Direct  Examination 

By  Mr.  Beasley : 

Q.  Will  you  state  your  name  for  the  record,  please,  A. 
John  H.  Frederick. 

Q.  Does  supplementary  Exhibit  No.  1  of  Southern  Air¬ 
ways,  Inc.,  state  your  qualifications  and  background?  A. 
Yes,  it  does. 

Q.  Is  that  true  and  correct?  A.  Yes,  sir. 
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699  Q.  You  have  covered  already,  to  some  extent,  1:he 
importance,  from  the  standpoint  of  public  conveni¬ 
ence  and  necessity,  of  integrating  the  routes  for  winch 
Southern  has  already  been  certificated  with  those  for  wh:  ch 
it  is  applying  in  this  proceeding.  Do  you  wish  to  add  any¬ 
thing  to  those  comments?  A.  From  the  points  of  view  of 
integration? 

Q.  Yes,  sir.  A.  Well,  I  feel  that  if  we  can  broaden  South¬ 
ern’s  system  out,  because  in  the  Southeastern  states  case 
it  was  awarded  a  system  that  extended  from  Memphis  to 
Atlanta  and  beyond  Jacksonville,  Charleston  and  Charlotte, 
why,  I  believe  that  this  company  would  be  able  to  operate 
the  routes  which  are  now  applied  for  without  any  appreci¬ 
able  increase  in  managerial  expenses.  For  that  vCry 

700  reason  alone  we  could  conduct  a  more  economical 
operation  than  could  some  new  carrier. 

Also,  I  believe,  that  the  routes  now  applied  for  can  be 
integrated  with  Southern’s  present  system,  that  the  new 
route  pattern  will  result  in  giving  better  operations  and 
economies  which  would  not  be  possible  from  an  independent 
company  and,  also,  that  if  an  independent  operation  was 
tried  for  the  particular  routes  in  the  State  of  Mississip  pi, 
that  there  would  be  certain  operational  difficulties  that  that 
company  would  be  confronted  with. 

For  example,  they  would  have  route  segments  terminat¬ 
ing  at  Columbus  and  at  Memphis,  but,  Southern,  on  the  other 
hand,  could  make  very  efficient  use  of  any  ground  facilities 
that  were  installed  at  those  points  and  over  certain  through 
services  because  of  this  integration,  which  would  not  be 
possible  unless  it  were  tied  together  in  one  system. 

Q.  Did  you  testify  that  there  were  strong  economic  ties 
between  the  routes  that  Southern  has  and  those  for  which  it 
is  applying?  A.  Yes,  there  are.  This  area,  if  I  may  enlarge 
on  that  a  little  bit,  is  an  entity  to  Southeast.  In  fact,  the 
area  south  of  the  Ohio  and  Potomac  Rivers  and  east  of  the 
Mississippi  is,  from  a  transportation  point  of  view,  always 
regarded  as  an  entity. 
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It  is  known  as  Southeastern  territory  in  railroad  rate 
making  freight  classification.  We  have  had  certain  market¬ 
ing  and  distribution  centers  which  have  developed  in  that 
area  which  serve  the  entire  area.  They  serve  the  entire 
South,  Memphis,  New  Orleans,  Birmingham,  Atlanta, 

701  Augusta,  and  places  like  that. 

Their  trade  areas  don’t  extend  northward  and  they 
do  not  extend  westward.  If  you  refer  to  trade  area  maps  of 
the  Department  of  Commerce,  let  us  say,  for  wholesale  dry 
goods  or  for  groceries,  you  will  see  that  to  be  the  case. 

The  Southern  area,  moreover,  that  is,  the  Southeastern 
section,  as  well  as  being  regarded  as  a  trading  and  trans¬ 
portation  entity,  it  has  similar  climate  throughout,  similar 
agricultural  products,  cotton  of  course  is  your  outstanding 
example  grown  throughout  and  the  area  in  the  East  that 
buys  the  cotton  and  through  certain  centers,  such  as  Mem¬ 
phis,  New  Orleans  and  Atlanta,  manufactures  cotton  and 
textiles  and  there  is  a  constant  communication  back  and 
forth  between  the  cotton-growing  and  cotton-using  parts  of 
this  area  and  to  split  one  piece  of  it  off  and  regard  it  as  a 
separate  entity  would  be  going  against  what  you  might  call 
the  nature  of  business  in  that  part  of  the  country. 

Q.  Dr.  Frederick,  I  note  on  your  biographical  statement, 
that  you  have  been  transportation  consultant  to  the  House 
Committee  on  Interstate  and  Foreign  Commerce.  How  long 
did  you  serve  in  that  capacity?  A.  I  served  two  and  a  half 
years  as  transportation  consultant  to  the  House  Committee 
on  Interstate  and  Foreign  Commerce. 

Q.  Would  you  very  briefly  state  what  your  duties  there 
were?  A.  Primarily  my  duties  were  to  consult  with  the 
members  of  Congress  who  were  members  of  that 

702  Committee,  with  some  20  or  so  Congressmen  on  any 
problem  of  transportation  that  came  up  in  connection 

with  legislation  being  considered  by  the  Committee. 


720  Q.  Dr.  Frederick,  do  you  think  that  Southern  can 
operate  its  present  routes  economically  and  efficiently 
without  the  addition  of  any  of  Routes  1,  2,  3  or  4  proposed 
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here?  A.  I  hesitate  to  express  an  opinion  abont  that,  be¬ 
cause  I  am  not  an  operating  man,  but,  it  would  seem  to  ihe 
that  if  a  feeder  airline  of  the  character  of  Southern  is  to  be 
successful — and  we  want  them  to  be  successful  if  we  start 

them,  that  more  mileage  is  needed  than  they  now  have. 

•  ••••••••• 

730  T.  L.  Vaughn 

was  called  as  a  witness  on  behalf  of  Southern  Bus  Lines, 
and,  having  been  first  duly  sworn,  was  examined  and  testi¬ 
fied  as  follows : 

•  ••••••••• 

Direct  Examination 
By  Mr.  Scoutt : 


_  i 

731  Q.  Will  you  state  very  briefly,  Mr.  Vaughn,  the  in¬ 
terest  of  Transcontinental  Bus  and  Southern  Bps 

Company?  A.  Transcontinental  Bus  System,  Inc.  have  con¬ 
tracted  to  purchase  Southern  Bus  Company  and  have  ap¬ 
plied  for  the  authority  from  the  Interstate  Commerce  Com¬ 
mission  to  acquire  that  property  and  we  have  no  reason  to 
believe  that  we  will  not  be  granted  such  approval. 

Q.  Will  you  state  very  briefly  the  interest  of  Transconti¬ 
nental  or  its  member  companies  in  the  past  in  aviation?  A. 
We  had  an  experience,  and  when  I  say  “we,”  I  refer  to 
Continental  Bus  System,  the  stock  of  which  is  owned  by 
Transcontinental  Bus  System.  We  had  a  corporation  known 
as  Mercury  Airlines,  operated  intrastate  in  Texas  for  a 
period  of  one  year,  from  1946  to  1947.  I  don’t  know  the 
exact  dates. 

Q.  What  kind  of  equipment  did  you  use?  A.  We  used 

the  converted  C-47’s,  referred  to  as  DC-3’s. 

•  •••**•••• 

732  Q.  Mr.  Vaughn,  if  Southern  Bus  Lines  should  be 
successful  in  its  application,  would  Transcontinental 

Bus  Company  give  assistance  to  Southern  Bus  Lines,  finan¬ 
cial  assistance,  should  that  assistance  be  necesary?  A. 
Upon  approval  of  our  acquisition  of  Southern,  we  would. 
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Onr  entire  resources  and  organization  would  be  placed 
squarely  behind  it. 


Q.  Is  Transcontinental  Bus  System  Inc.  a  holding  com¬ 
pany  in  nature?  A.  It  is  a  holding  company  and  an  operat¬ 
ing  company.  It  owns  the  stock  of  Continental  Bus  System. 
It  owns  50  per  cent  of  the  stock  of  Southern  Kansas  Grey¬ 
hound  Lines. 


733  Q.  Then  as  a  net  result,  there  are  actually  not  to  be 
any  severance  between  Transcontinental  Bus  System 
and  Southern  Airlines.  There  will  be  a  relationship  existing 
between  the  two,  even  though  you  do  buy  the  bus  property. 
A.  Oh,  yes.  As  I  understand  it,  Southern  Airlines  is  a  divi¬ 
sion  of  Southern  Bus  Lines  and  if  we  acquire  Southern  Bus 
Lines,  we  automatically  acquire  all  of  the  rights  of  Southern 
Bus  Lines. 

Q.  Of  Southern  Airways?  A.  Of  Southern  Bus  Lines, 
of  which  the  Southern  Airlines  would  be  a  division. 

•  ••*•*•••• 

735  Frank  W.  Hulse 

was  called  as  a  witness  on  behalf  of  Southern  Airways,  Inc., 
and,  having  been  first  duly  sworn,  was  examined  and  testi¬ 
fied  as  follows : 

Direct  Examination 

By  Mr.  Beasley: 

Q.  Will  you  state  your  name  for  the  record.  A.  Frank  W. 
Hulse. 

Q.  Are  you  president  of  Southern  Airways,  Inc.?  A.  I  am. 


743  Q.  Have  the  principal  negotiations  between  South- 

744  em  Airways  Co.  and  Marx  and  Company  been  be¬ 
tween  you  on  behalf  of  the  company  and  Jameson  on 

behalf  of  the  firm?  A.  They  have. 
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Q.  Do  you  know  whether  Jameson  or  persons  working 
for  him  have  investigated  the  possible  sales  to  individuals 
in  the  South  of  the  stocks  that  is  to  be  issued?  A.  Yes,  they 
have.  I  know  that  they  have  had  a  number  of  interviews 
with  prospective  purchasers  and  from  what  they  have  told 
me,  the  reception  has  been  very  good  throughout  the  area. 

I  might  elaborate  a  little  bit  and  say  that  I  have  personally 
talked  with  a  number  of  people  up  and  down  our  system  and 
I  can  personally  say  that  there  is  a  great  deal  of  interest 
shown  in  the  purchase  of  our  stock. 

Q.  Have  you  had  indications  from  specific  individuals  that 
they  will  purchase  your  stock?  A.  Yes,  I  can  name  several 
individuals. 

Q.  Have  you  or  other  representatives  of  your  company 
travelled  through  the  area  for  the  purpose  of  determining 
whether  the  stock  can  be  sold?  A.  Yes,  we  have. 

Q.  What  is  your  opinion  in  that  connection?  A.  In  my 
opinion,  there  will  be  no  difficulty  at  all  in  the  present  offer¬ 
ing  of  300,000,  in  selling  it. 

Q.  When  do  you  expect  the  money  from  the  underwriting 
to  be  available?  A.  It  is  my  understanding  that  it  will!  he 
available  30  to  45  days  from  now. 

Q.  Pending  receipt  of  that  money,  is  the  company 
745  in  a  cash  position  to  carry  on  its  active  preparation 
to  begin  schedule  flights?  A.  Yes,  we  are.  I  believe 
that  our  exhibit,  supplementary  Exhibit  No.  3,  will  sht>w 
that  we  have  almost  $50,000  in  cash  on  hand. 

Q.  Is  that  $50,000  to  which  you  refer  represented  on  |he 
liability  side  of  the  balance  sheet  by  the  last  item  untjer 
current  liabilities,  entitled  “Note  payable  July  1,  1949”? 
A.  Yes,  that  is  a  note  payable  to  the  First  National  Bahk 
of  Birmingham. 

Q.  Is  that  an  unsecured  loan?  A.  Yes.  It  is  an  open  loan 
and  is  shown  in  the  balance  sheet  there. 

Q.  Was  that  advance  a  part  of  a  larger  transaction  with 
the  First  National  Bank  of  Birmingham?  A.  Yes.  I  hate 
discussed  on  several  occasions  with  responsible  officers  of 
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that  institution  a  line  of  credit  of  upwards  of  $100,000  for 
this  company  and  although  I  do  not  have  a  firm  commit¬ 
ment,  the  indications  are  that  the  bank  will  advance  a  line 
of  credit  of  $100,000  to  Southern  Airways,  Inc. 

Q.  In  your  discussion  with  the  officials  of  the  bank,  what 
were  the  terms  of  this  loan?  A.  It  might  be  termed  a  revolv¬ 
ing  line  of  credit.  I  believe  that  that  is  the  word  that  is 
applied  to  a  loan  of  this  type.  We  would  probably  borrow 
the  maximum  amount  each  month  and  pay  it  down  as  a  mail 
pay  check  comes  in  each  month. 

Q.  Am  I  correct  in  stating  that  the  arrangement  on 
746  which  you  have  drawn  the  original  $50,000  is  one 
which  would  be  a  continuing  line  of  credit  with  a 
maximum  amount  as  discussed,  up  to  $100,000?  A.  That  is 
right. 

Q.  And  that  you  could  maintain  that  line  of  credit  there. 
A.  That  is  my  understanding. 

Q.  Over  how  long  a  period?  A.  We  would  probably  need 
that  line  of  credit  for  18  to  24  months,  until  mail  pay  adjust¬ 
ment. 

Q.  On  the  basis  of  the  discussion,  was  there  any  limit  put 
as  to  how  long  the  line  of  credit  would  be  made  available? 
A.  No. 

Q.  Is  it  contemplated  that  the  note  payable  July  1,  1949 
would  be  renewed  if  you  are  then  in  need  of  cash?  A.  Yes. 

•  ••#**•*•• 

749  Q.  One  moment.  You  say  the  gasoline  and  oil  are 

750  deferred.  A.  That  is  right.  We  expect  to  negotiate 
a  contract  with  a  major  oil  company  to  pay  for  our 

gasoline  and  oil  requirements  six  months  in  arrears. 

Q.  When  you  say  “we  expect  to  negotiate  a  contract,”  is 
that  based  on  actual  conversations?  A.  It  is. 

Q.  And  what  are  the  terms  of  the  contract  which  you  have 
discussed?  A.  The  gasoline  and  oil  will  be  delivered  to  us 
and  we  will  not  be  expected  to  pay  for  it  until  the  six-months’ 
period  has  elapsed.  In  other  words,  if  we  were  to  have  our 
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fuel  delivered  in  January,  we  would  not  pay  for  it  until  July. 

Q.  That  would  be  six  months  later.  A.  That  is  right. 

Q.  But  the  full  amount  of  the  gas  purchased  during  (the 
prior  six  months  would  become  payable  in  July.  A.  No,  it 
would  not.  The  amount  of  the  fuel  purchased  in  January 
would  become  due  in  July.  The  amount  purchased  in  Febru¬ 
ary  would  be  due  in  August  and  so  on. 

•  ••••••••• 

754  Q.  Would  you  summarize,  beginning  with  the  in- 

755  derwriting  the  total  amounts  of  money  and  sources 
upon  which  you  rely?  A.  In  round  figures,  let’s  Say 

$255,000  from  the  sale  of  securities,  $100,000  line  of  ba|nk 
credit,  $175,000  gasoline  and  oil  credit,  $75,000  engine  credit. 

Q.  You  also  mentioned,  I  believe,  monthly  mail  payments 
on  the  assumption  that  the  full  Southeastern  States  case 
would  be  in  operation.  A.  That  is  right.  The  figure  I  gave 
there  was  78  thousand  odd  dollars  per  month. 

Q.  That  is  the  minus  the  10  per  cent  withholding.  A.  Th)at 
is  net. 

Q.  Mr.  Hulse,  would  you  tell  us  what  your  plans  are  in 
regard  to  financing  the  routes  that  we  have  here,  in  the 
event  that  they  are  awarded  to  your  company?  A.  In  the 
event  that  we  are  successful  in  this  proceeding,  we  expelct 
to  sell  an  additional  $300,000  of  stock  to  activate  the  Missis¬ 
sippi  Valley  routes. 

Q.  Should  additional  equity  financing  be  necessary,  would 
you  undertake  to  raise  more  money  through  equity  financ¬ 
ing?  A.  Yes,  we  would. 

Q.  One  further  question  with  regard  to  supplemental 
Exhibit  2,  under  the  Mississippi  Valley  requirements,  you 
show  working  capital  of  $100,000.  Would  you  tell  me  wh^,t 
the  non-cash  items  are  in  the  cost  exhibit  covering  opera¬ 
tion  of  the  combined  system,  the  total  would  be  adequat^, 
I  believe.  A.  Because  of  non-cash  items,  it  will  cost  us  ap¬ 
proximately  $50,000  more  in  cash  per  month  to  run  the 
combined  system  than  it  would  to  operate  the  Soutl^- 

756  eastern  system. 
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Q.  That  is  $50,000  cash  as  compared  to  the  total  cost 
projection  of  $128,263  shown  on  page  3  of  Exhibit  B-10. 
A.  That  is  right. 

Q.  What  personnel  and  facilities  will  Southern  Airways 
have  in  the  Southeastern  operation  which  will  be  useful  in 
operating  the  routes  proposed  here?  A.  First  of  all,  let  me 
say  that  Southern  will  be  a  going  concern.  We  will  have  all 
the  management  personnel,  we  will  have  supervisory  per¬ 
sonnel  and  probably  enough  trained  personnel  that  can  be 
immediately  promoted  to  additional  supervisory  positions 
that  might  be  required. 

We  will  have  the  flight  control  set  up,  we  will  have  neces¬ 
sary  other  functions  that  I  have  outlined  that  all  might  be 
placed  under  the  term  of  management.  I  can  spell  that  out 
in  detail  or  we  can  just  let  it  go  under  management,  if  you 
so  desire. 

Under  facilities  we  will  have,  of  course,  maintenance 
facilities,  we  will  have  spare  parts,  we  will  have  a  general 
advertising  program,  of  course.  We  will  have  two  physical 
station  installations  and  we  will  have  many  other  items  that 
can  be  used  in  connection  with  the  extended  system. 

•  *•••••••• 

757  Q.  Will  you  state  from  an  operational  point  of 

758  view  the  advantages  of  integration  of  routes  which 
you  have  and  those  for  which  you  are  applying  here? 

A.  There  are  a  number  of  advantages.  I  don’t  claim  to  be 
an  expert  on  this  matter,  but  from  what  little  bit  I  know  and 
what  I  have  learned  in  discussing  the  matter  with  people 
who  are  better  qualified  than  I,  we  believe  that  an  integrated 
system  would  give  better  utilization  of  equipment. 

For  instance,  our  exhibits  show  that  the  daily  utilization 
in  the  Southeastern  States  routes  would  be  6  hours  and  50 
minutes  per  day,  whereas  in  the  larger  system,  the  utiliza¬ 
tion  would  be  7  hours  and  23  minutes. 

We  believe,  or  rather,  I  believe,  that  better  scheduling 
could  be  provided.  I  think  that  the  work  load  on  your  mainte¬ 
nance  facilities  could  be  more  evenly  distributed.  You  would 
have  greater  flexibility  of  scheduling  and  then  your  sched- 
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ules,  because  of  this  greater  flexibility,  can  be  arranged  to 
meet  normal  traffic  flow  as  well  as  seasonal  requirements 
that  might  develop  from  time  to  time. 

Q.  Does  that  complete  your  answer?  A.  Yes. 

Q.  In  connection  with  integration  of  service,  would  y^u 
care  to  turn  to  Exhibit  B-6  and  give  specific  example^? 
A.  Although  the  projected  schedules  in  the  Southeaster 
States  system  are  not  shown  in  these  exhibits,  it  is  currently 
planned  to  operate  the  airplanes  out  of  Atlanta  in  the  morn¬ 
ing  to  Memphis,  quick  turn  around  and  right  back  to  Atlanta. 
Similarly,  the  airplane  would  run  to  Memphis  and  Atlanta 
in  the  evening  and  turn  around  and  go  right  back  to  Atlanta. 

Under  the  integrated  schedule,  as  shown  here,  we 
759  would  change  our  procedure.  It  wouldn’t  be  neces¬ 
sary  to  turn  the  airplane  right  around  and  send  it 
back  to  Atlanta.  We  could  fly  to  Jackson,  as  is  shown  in 
trip  21  or  23,  for  example,  and  we  would  be  able  to  originate 
flights  on  the  West  for  better  scheduling  rather  than  to 
originate  all  flights  out  of  Atlanta.  That  may  not  be  very 
clear,  but  I  have  tried  to  illustrate  the  point  there. 


760  Q.  Mr.  Hulse,  turning  to  A-3,  which  is  a  map  i>f 
the  combined  systems  and  directing  attention  io 
Route  4,  proposed  in  this  proceeding,  from  an  operational 
point  of  view  is  it  your  opinion  that  a  route  connecting  <}n 
the  Southern  part  of  the  two  systems  should  be  certificate^? 
A.  Yes,  it  should. 

Q.  Do  you  wish  to  expand  your  answer.  A.  I  would  say 
that  it  would  be  very  helpful  to  routing  of  equipment,  which, 
of  course,  will  give  you  better  utilization. 

It  would  be  very  helpful  in  preventing  bottlenecks  of 
equipment  brought  about  by  weather  conditions.  In  oir 
particular  case,  it  would  be  most  helpful  in  event  of  soane 
mechanical  difficulty  in  having  two  ways  of  routing  equip¬ 
ment  over  the  Mississippi  area  from  the  main  maintenance 
base,  Atlanta. 

Q.  Would  a  route  accomplish  a  connection  in  the  South, 
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although  not  necessarily  serving  those  precise  towns,  ac¬ 
complish  the  operational  purpose  you  stated?  A.  It  would. 

•  **•***•*• 

765  Cross  Examination 
By  Mr.  Scoutt: 

**•*••••*# 

775  Q.  Just  one  more  question,  Mr.  Hulse.  There  has 
been  a  great  deal  of  testimony  put  in  the  record  by 
Southern  Airways  regarding  the  financing  of  its  present 
operations,  the  present  route  for  which  it  has  been  certifi¬ 
cated.  I  may  be  overstating  this  and  if  I  am,  please  correct 
me,  but  to  my  knowledge  there  hasn’t  been  anything  put  in 
the  record  as  to  the  plans,  specific  plans  of  Southern  Air¬ 
ways  to  finance  its  proposed  routes.  You  mentioned  a  figure 
of  $300,000.  Have  you  done  anything  to  try  to  lay  the 
groundwork  for  financing  that  additional  capital  stock 
issue?  A.  Yes,  we  have,  Mr.  Scoutt.  We  have  discussed  the 
additional  financing  required  with  Marx  and  Company 
whose  representative  testified  here  yesterday,  and  I  feel 
fully  confident  that  if  we  are  approved  for  'these  new  routes 
that  Marx  will  be  able  to  take  care  of  the  financing  for  us. 

Q.  Has  Marx  made  any  indications  to  that  effect?  A.  Yes. 
They  have  indicated  very  definitely  that  they  were  interested 
in  handling  this  matter  for  us  if  we  were  successful. 

834  Q.  How  long  have  you  had  the  present  understand¬ 
ing,  in  principle,  I  believe  it  is  called.  A.  I  believe 
about,  oh,  a  couple  of  weeks,  something  like  that.  Maybe  it 
hasn’t  been  quite  that  long.  Maybe  it  has  been  about  ten 
days  to  two  weeks. 

Q.  Have  you  discussed  financing  with  other  bankers? 
A.  Yes,  sir. 

Q.  And  none  of  them  have  been  willing  to  underwrite  this 
issue.  A.  That  is  right. 

*•*•***••• 

845  Q.  Yes,  but  I  am  primarily  interested  in  what  plans 
you  have  made  for  financing  this  proposed  operation 
and  your  direct  testimony  was  to  the  effect  that  you  were 


469 


discussing  with  Marks  &  Company  the  possibility  of  float¬ 
ing  an  additional  $300,000  worth  of  stock.  A.  That  is  right. 

Q.  If  that  was  the  case,  how  could  you  discuss  that  with 
them  when  the  corporation,  itself,  didn’t  have  the  authority 
to  issue  that  much  additional  stock?  A.  I  might  say  this: 
It  is  easy  enough  to  amend  the  charter  for  that  purpose. 

Q.  I  agree,  it  is  exceptionally  easy.  I  am  still  trying  to 
find  out  your  proceeding  in  this  case,  to  request  the  board 
to  issue  you  a  certificate  for  a  certain  route,  which  route 
would  require  additional  financing.  I  am  trying  to 
846  get  the  record  clear  as  to  where  you  are  trying  to 
obtain  that  financing.  The  only  thing  in  the  record 
at  this  point  as  to  your  additional  financing,  as  I  understood 
your  direct  testimony,  was  the  fact  that  you  were  going  to 
request  Marks  &  Company  to  sell  an  additional  $300,000 
worth  of  stock  and  in  the  event  they  could  not  do  it,  then 
certain  other  equity  financing  would  be  available,  as  I  re¬ 
member  your  direct  testimony. 

Mr.  Beasley:  If  I  may  make  a  statement,  I  think  I  cah 
clarify  this.  I  am  not  certain  I  have  the  point  you  have  iji 
mind,  but  there  are  two  $300,000  issues  that  have  been 
mentioned. 

One  has  to  do  with  the  sale  that  is  now  in  preparation. 
The  stockholders  have  amended  the  charter,  articles  of  in¬ 
corporation  to  authorize  the  issuance  for  a  sufficient  number 
of  shares  to  be  sold  at  $3  a  share,  to  take  care  of  that.  Novf, 
in  the  event  that  a  certificate  is  issued  for  additional  routes, 
further  financing  will  be  necessary  and  at  that  time  it  will, 
of  course,  be  necessary  to  amend  the  charter.  That  has  not 
been  done  yet  in  view  of  the  fact  that  it  may  be  a  year  oy 
more  before  the  case  is  decided. 


By  Mr.  Zapple : 

Q.  Assuming  that  the  market  is  not  seasonable  for  the 
floating  of  an  additional  stock  issue,  what  other  type  of 
financing  would  you  have  available  to  you?  A.  Private 
financing,  possibly. 

Q.  Would  you  care  to  indicate  for  the  record  the  type  o 
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private  financing?  A.  I  might  say  that  at  one  point 

847  in  our  negotiations  during  the  past  several  years,  we 
found  one  individual  that  indicated  a  willingness 

to  finance  our  entire  operation.  Since  that  time  he  has 
become  ill  and  has  lost  interest.  It  is  possible  that  if  we 
are  confronted  with  a  situation  where  we  cannot  offer  our 
stock  publicly  we  might  find  a  similar  individual  and  we 
hope  that  he  will  remain  in  good  health. 

Q.  Have  you  any  other  sources  available  to  you?  A. 
There  is  always  the  RFC  possibility. 

Q.  I  hope  you  appreciate  what  I  am  trying  to  do.  A.  Sure. 
Q.  At  the  present  time,  the  record,  I  think  isn’t  definitely 
clear  on  the  manner  in  which  you  are  going  to  finance  this 
proposed  operation.  A.  Yes,  sir. 

Q.  And  as  I  see  it  at  this  particular  moment,  you  have 
the  possibility  of  stock  issuance,  the  possibility  of  private 
financing.  The  private  financing  may  be  broken  down  to 
the  fact  that  you  had  at  one  time  a  potential  customer. 
A.  Yes. 

Q.  And  he  is  not  available  at  this  time  and  you  are  still 
around  hoping  to  get  some.  I  am  trying  to  get  something 
more  specific  into  the  record.  If  you  have  something  all 
well  and  good.  If  you  don’t,  all  well  and  good.  A.  Other 
than  the  public  offering  or  private  placement  your  sources 
for  equity  financing  are  pretty  well  limited  and  if  the  RFC 
Act  is  liberalized,  as  we  hope  it  will  be,  we  can’t  get  equity 
money  from  them,  but  we  might  be  able  to  borrow  sufficient 
funds  from  RFC  to  carry  on  our  plans. 

•  ****••••• 

848  Redirect  Examination 

By  Mr.  Beasley: 


851  Q.  In  reply  to  questions  from  Mr.  Zapple,  you 
stated  that  you  would  rely,  I  believe,  primarily  on 
equity  financing  when  and  if  the  routes  are  awarded?  A. 
That  is  correct. 

Q.  In  this  proceeding,  will  you  state  briefly  the  effect  of 
your  conversations  with  Marks  &  Company  about  the  pos- 
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sibilities  of  financing  along  those  lines  ?  A.  In  view  of  the 
recent  policy  situation  stated  by  the  Civil  Aeronautics 
Board,  Marks  &  Company  and  several  other  investment 
houses  have  become  very  much  interested  in  aviation  secu¬ 
rities  and  I  feel  confident  that  if  we  are  successful  in  secur¬ 
ing  the  routes  that  we  have  applied  for  in  this  proceeding*, 
that  Marks  will  raise  the  money  for  us,  regardless  of 
whether  it  may  be  by  private  means  or  public  means. 

Q.  Did  they  state  that  it  would  he  easier  to  finance,  hi 
their  opinion,  if  the  company  was  a  going  concern?  A. 
Much  easier. 

Q.  Did  they  state  that  they  felt  that  it  would  appeal  more 
to  investors  with  the  total  operation,  the  combined  system? 
A.  They  did. 

855  S.  J.  Solomon 

was  called  as  a  witness,  and  having  been  first  duly  sworn, 
was  examined  and  testified  as  follows : 

Direct  Examination 
By  Mr.  Beasley: 

Q.  Will  you  state  your  name  for  the  record,  please? 
A.  S.  J.  Solomon. 

Q.  Will  you  state  briefly  your  experience  and  background 
in  aviation?  A.  I  have  been  in  aviation  since  1933,  having  a 
series  of  jobs,  including  airport  administration,  president 
and  chairman  of  the  board  of  an  airline. 

Q.  What  airline  was  that?  A.  Northeast  Airlines.  I  have 
been  a  vice-president  and  chairman  of  the  board  of  that 
airline  for  fourteen  years. 

I  have  been  president  and  director  of  training  of  the  air¬ 
lines  war  training  institute,  which  was  a  cooperative  effor ; 
of  all  of  the  airlines  of  the  United  States. 

Since  then  I  have  taken  quite  an  interest  in  the  study  of 
the  feeder  type  airline  services. 

Q.  Were  you  at  one  time  vice-president  and  manager  of 
the  National  Airport  Corporation?  A.  I  was  vice-president 
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of  National  Airport  Corporation  and  the  manager  of  the 
Washington  Airport,  which  it  owned. 

856  Q.  You  are  not  sponsoring  any  exhibits,  are  you, 
Mr.  Solomon?  A.  No. 

Q.  As  president  of  Atlantic  and  otherwise,  have  you  had 
occasion  to  make  studies  and  analyses  of  feeder  transporta¬ 
tion?  A.  In  that  capacity  I  have  made  quite  a  few  studies 
of  feeder,  short-haul  air  transportation. 

Q.  Do  you  have  any  brief  general  comments  to  make  in 
regard  to  that  type  of  air  transportation  and  its  future? 
A.  I  believe  that  the  short-haul  air  transportation,  feeder 
transportation,  if  you  were  to  call  it  that,  can  be  developed 
extensively  if  and  when  the  operators  set  their  minds  to 
providing  transportation  only  and  not  the  additional  lux¬ 
uries  attending  the  present  type  of  air  transportation  that 
include  those  means  we  are  able  to  offer  lower  fares  as  a 
result  of  the  much  lower  costs  that  would  be  attendant  upon 
such  operation. 

Q.  Are  you  generally  familiar  with  the  existing  routes 
of  Southern  Airways?  A.  Yes,  I  am. 

Q.  And  with  the  system  which  is  proposed  in  this  pro¬ 
ceeding?  A.  Yes, lam. 

Q.  Are  you  generally  familiar  with  the  cost  exhibits  in 
this  proceeding?  A.  I  am  generally  familiar  with  all  of  the 
costs  that  are  set  out  in  the  exhibits  I  think  it  would  be  7 
to  12. 

Q.  B-7  through  B-10?  A.  Yes. 

857  Q.  In  your  opinion,  do  you  think  that  they,  as  an 
overall  figure,  that  is,  as  a  total  per-mile  cost,  are 

reasonable?  A.  I  have  not  made  any  study  of  the  individual 
items  that  make  up  the  overall  costs  of  Southern,  but  I  am 
convinced  that  an  operation  of  the  type  proposed  by  South¬ 
ern  could  be  conducted  within  75  cents  per  mile  DC  opera¬ 
tion. 

Q.  When  you  say  an  operation  of  the  type  proposed  by 
Southern,  you  mean  as  the  routes  and  distances  that  they 
have  rather  than  the  individual  items  going  into  their  costs  ? 
A.  That  is  right. 
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Q.  Mr.  Solomon,  have  you  had  experience  in  financing  in 
the  air  transport  field?  A.  Yes,  I  have. 

Q.  What  was  that?  A.  The  experience  I  had  in  the  ait 
transport  field  dates  back  to  the  original  organization  of 
the  company,  which  is  now  Northeast  Airlines,  when  its  toted 
original  capital  was  $10,000  up  and  through  the  several 
public  issues  that  have  been  made  by  Northeast. 

Q.  Northeast  was  started  on  a  total  of  $10,000  capital? 
A.  Yes.  That  was  all  we  put  in. 

Then  of  course  I  have  had  the  problem  of  financing  the 
Atlantic  Airlines,  which  was  an  applicant,  because  of  tb 
interest  that  there  was  in  an  operation  of  the  type  tha 
Atlantic  proposes,  there  was  not  a  single  subscription  o 
capital  sought.  It  was  all  volunteered. 

858  Q.  If  Southern  is  awarded  the  additional  routes  in 
this  proceeding,  in  your  opinion,  can  the  company 
raise  adequate  capital  to  finance  the  operation?  A.  If  South¬ 
ern  is  awarded  the  additional  routes,  in  my  opinion  they 
could  raise  the  additional  funds  for,  among  other  reasonsi 
this  reason:  That  is  that  I  have  never  known  an  airline  in 
the  United  States  in  operation  that  was  unable  to  financ€: 
extensions  of  its  route. 

Q.  From  the  point  of  view  of  salability  of  securities,  in 
your  opinion,  would  the  combined  system"  and  the  integra¬ 
tion  of  the  routes  proposed  here  with  those  that  the  company 
has  make  such  sale  easier?  A.  Very  much  so. 

Q.  You  know  Frank  W.  Hulse  and  his  organization?  A. 
Ido. 

Q.  Would  you  give  a  brief  statement  as  to  your  opinion 
with  respect  to  his  and  the  organization’s  ability,  general 
reputation?  A.  I  know  Frank  Hulse  himself,  better  than 
I  know  his  organization. 

At  the  time  I  was  president  of  the  Airlines  War  Training 
Institute,  which  as  I  say  was  a  cooperative  effort  of  all  of  the 
airlines  of  the  United  States  in  training  for  the  army  dur¬ 
ing  the  war,  I  came  into  contact  with  Mr.  Hulse.  Although 
we  did  not  use  his  services  at  that  time,  we  were  familiar 
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with  the  work  he  was  doing  and  the  efficiency  of  his  work  for 
the  army  air  forces. 

My  recollection  is  that  he  trained  somewhere  around 
15,000  to  20,000  pilots  very  successfully  and  further 

859  than  that,  I  know  that  an  organization  now  started 
and  from  my  own  experience,  irrespective  of  other 

members  in  his  organization,  he  would  have  no  trouble  what¬ 
soever  in  getting  top-flight  people  for  his  department  heads. 

Q.  What  is  your  present  interest  in  Southern  Airways, 
Inc.?  A.  My  present  interest  in  Southern  Airways  is  to  see 
this  system,  first  of  all,  to  get  into  operation  and  attempt 
to  conduct  an  efficient,  low-cost  operation  and  at  a  lower 
basis  of  fare  that  will  attract  more  passengers  than  the 
average  load  factor  or  the  present  feeder  airlines  of  the 
country. 

Q.  Has  Mr.  Hulse  approached  you  for  the  purpose  of 
making  available  to  Southern’s  management  your  experi¬ 
ence  and  ability?  A.  He  has. 

Q.  What  has  he  said  to  you  in  that  connection?  A.  Well, 
he  has  asked  me,  for  one  thing,  if  I  would  be  willing  to  be¬ 
come  a  director  of  Southern  and  would  I  be  willing  to  advise 
and  consult  with  them,  to  both  questions  of  which  I  have 
said  yes. 

Q.  Are  there  any  understandings,  formal  or  informal, 
arrangements  or  any  agreement  of  any  kind  which  would 
give  you  a  preference  in  regard  to  stock?  A.  Not  a  bit. 

Q.  Options?  A.  No. 

Q.  If,  however,  you  are  elected  a  director,  you  will  serve, 
I  believe  you  stated?  A.  I  would,  subject  to  the  ap- 

860  proval  of  the  Civil  Aeronautics  Board. 

Q.  Do  you  plan  to  invest  in  Southern  Airways, 
Inc.?  A.  I  would  not  consent  to  be  a  director  in  Southern 
unless  I  had  an  investment  in  it. 

Q.  Assuming,  Mr.  Solomon,  that  the  additional  capital 
requirements  to  effectuate  the  additional  routes  was  $300,- 
000,  to  what  extent  would  you  personally  participate?  A.  I 
think  I  can  say  without  any  question  in  my  mind  that  friends 
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of  mine  and  me,  together,  will  take  in  excess  of  ten  per  cent 
of  that.  I  am  willing  to  have  the  record  show  me  as  stand¬ 
ing  committed  for  that  much  here. 

•  •  #  *  #  #  •  •  •  I  • 

By  Mr.  Spang : 

864  Q.  You  mentioned  that  to  your  knowledge  no  air¬ 
line  had  had  any  problem  in  selling  stock  in  order  to 
finance  an  extension  of  its  routes. 

Is  that  correct?  A.  I  did  not  mean  to  say  necessarily  sell 
the  stock.  No  airline  to  my  knowledge  had  had  any  difficulty 
in  securing  the  necessary  finances  to  extend  its  routes,  either 
by  loan  or  advances  or  sale  of  stock. 

Q.  Are  you  acquainted  with  the  efforts  that  Wisconsin 
Central  had  made  to  sell  stock  to  finance  an  extension  if 
its  routes?  A.  No. 

Q.  Then  you  would  not  be  prepared  to  say  with  what 
success  they  have  met  such  proposal?  A.  No. 

Mr.  Scoutt :  That  is  all. 


By  Mr.  Maurer: 

Q.  On  that  latter  point,  were  you  familiar  with  the  at¬ 
tempts  of  Southern  Airways,  Inc.  to  finance  its  operation 
prior  to  recent  weeks?  A.  Yes.  I  know  Mr.  Hulse  had  had 
some  difficulty  over  the  past  weeks  and  months,  yes. 

Q.  He  has  held  a  certificate  for  some  time  without  being 
able  to  secure  adequate  financing?  A.  That  is  not  my  under¬ 
standing.  My  understanding  is  that  he  did  not  get  his  cer¬ 
tificate  until  about  two  weeks  ago. 


By  Mr.  Zapple : 

872  Q.  And  your  commitment,  which  you  have  made  on 
the  record  earlier,  to  subscribe  to  approximately 
$30,000  in  the  event  Southern  Airways’  proposal  in  this 
proceeding  is  successful,  is  dependent  upon  the  success 
Southern  Airways  will  have  in  inaugurating  service  on  its 
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route  awarded  in  the  Southeastern  States  Case?  A.  I  did 
not  so  qualify. 

Q.  Is  it?  A.  No. 


875  Mr.  Beasley :  I  would  also  like  at  this  time  to  review 
data  which  is  to  be  supplied  by  Southern  for  the 

record. 

If  my  understanding  is  correct,  it  includes  the  details  of 
the  pre-operating  expense  and  items  shown  in  the  balance 
sheet  of  Southern  Airways,  Inc. ;  Supplementary  Exhibit  3. 
Examiner  Moran :  Off  the  record. 

(Discussion  off  the  record.) 

Examiner  Moran :  On  the  record. 

Mr.  Beasley:  The  second  item  to  be  supplied  by 

876  Southern  is  the  letter  received  by  the  company  show¬ 
ing  insurance  rates  and  limits  as  quoted  to  the  com¬ 
pany  and  shown  in  its  Exhibit  B-8,  Account  6300. 

The  third  item,  which  Mr.  Hulse  requested  permission  to 
insert  in  the  record  is  a  letter  from  Spartan  Aircraft  Com¬ 
pany  quoting  to  him  the  line  of  credit  with  respect  to  which 
he  testified. 

Examiner  Moran :  This  is  already  in  the  record. 

Mr.  Zapple :  Mr.  Gingerich  states  it  has  been  agreed  by 
all  parties  to  stipulate  in  the  record,  in  the  event  Mr.  Beas¬ 
ley  cannot  supply  to  the  proceeding,  within  ten  days  after 
the  close  thereof,  a  copy  of  a  prospectus  which  is  to  be  used 
in  support  of  their  $300,000  stock  issue. 

A  copy  will  be  supplied  for  the  record.  You  were  absent 
at  the  time. 

All  of  the  parties  have  agreed  to  that.  Do  you  agree  to 
that  at  this  time? 

Mr.  Gingerich :  Yes. 

Mr.  Zapple:  Do  all  the  parties  agree  to  that  at  this  time? 
Mr.  Gingerich :  Yes. 

Mr.  Beasley:  Yes. 

Mr.  Maurer:  Yes. 

•  ••••••••• 
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877  H.  N.  Carr 

was  called  as  a  witness,  and  having  been  first  duly  sworn, 
was  examined  and  testified  as  follows : 

#****#•••* 

879  Q.  What  are  your  plans  for  the  future  should 
Southern  Bus  Lines  be  certificated  in  this  proceed¬ 
ing?  A.  I  have  an  agreement  and  have  assured  the  manage¬ 
ment  of  Southern  Bus  Lines  that  should  they  be  certificated 
in  this  proceeding,  that  I  would  be  available  in  an  advisory 
and  consulting  capacity  to  assist  them  in  setting  up  their 
operation. 

Beyond  that,  the  management  of  Southern  Bus  Lines  has 
requested  or  offered  that  I  fill  the  position  of  vice-president 
and  general  manager  of  their  aviation  division. 

As  yet  I  have  made  no  decision  in  connection  with  that 
request. 

•  *#•**•••• 

887  Q.  On  the  basis  of  your  experience  in  operating  a 
feeder  airline,  is  it  your  belief  that  the  plan  proposed 

here  by  Southern  Bus  Lines  is  realistic  and  reasonable? 
A.  Yes,  it  is.  Primarily  that  involves  the  estimates  of  ex¬ 
penses  and  revenues  and  personnel,  the  schedules  and  the 
amount  of  equipment.  In  the  estimates  of  expenses 

888  Southern  Bus  Lines  simply  has  taken  an  average  of 
the  direct  and  indirect  operating  costs  experienced  by 

seven  feeder  air  lines  using  DC-3’s  during  a  24-month  per¬ 
iod,  ending  September  30, 1948. 

That  period  would  have  covered  all  or  part  of  the  fiifst 
year  of  operation  for  most  of  these  feeder  airlines. 

That  totals  92  cents  a  plane-mile,  which  is,  I  believe  an 
achievable  figure  over  the  period  of  the  first  year  of  opera¬ 
tion. 

As  to  the  actual  revenues,  passenger  and  non-mail  rev¬ 
enues  to  be  expected,  Southern  Bus  Lines  has  made  iio 
estimate  in  terms  of  so  many  passengers  per  mile  or  so 
much  revenue  per  month. 
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They  have  set  up  a  table  showing  load  factors  varying 
from  20  to  50  per  cent  and  an  indication  of  the  passenger 
revenue,  the  return  which  would  be  received  under  those 
load  factors. 

As  I  recall,  the  average  for  the  feeder  air  lines  is  prob¬ 
ably  running  around  25  or  30  per  cent,  so  those  figures,  as 
far  as  the  mail  pay  required  for  a  break-even  operation  is 
concerned,  are  probably  the  most  pertinent  in  this  tabula¬ 
tion. 


889  Q.  Would  you  summarize  for  us  the  advantages  of 
'  integrating  an  air  service  such  as  here  proposed  with 

a  surface  carrier  like  Southern  Bus  Lines  ?  A.  The  primary 
advantage,  as  I  would  see  it,  of  this  type  of  organization, 
would  first  be  a  financial  one,  in  that  this  bus  company  has 
the  money  to  set  up  a  feeder  air  line,  which  is  something 
that  would  be  a  very  definite  problem  with  many  applicants. 

Actually,  the  advantages  of  integration  or  the  advantages 
of  the  bus  company  operating  a  feeder  air  line  as  a  separate 
division  are,  I  believe,  limited  to  three  or  four  pos- 

890  sibilities  or  three  or  four  factors. 

I  think  the  matter  of  having  downtown  ticket  offices 
in  every  city  served  by  the  airline  would  be  an  advantage 
from  the  point  of  view  of  reducing  “no-shows”  because  the 
feeder  air  lines  in  most  of  the  cities  do  not  have  downtown 
ticket  offices  and  because  the  airports  are  located  3,  4,  5, 10 
miles  from  town,  it  is  the  general  practice  of  most  of  the 
feeders  not  to  request  the  passenger  to  pick  up  their  ticket 
before  coming  out  for  the  flight. 

This  results  in  an  unusually  high  number  of  “no-shows” 
which  I  think  could  be  reduced  by  requesting  a  passenger 
to  pick  up  his  ticket  at  the  bus  company’s  downtown  ticket 
office  just  as  trunk  lines  ask  passengers  to  pick  up  their 
tickets  at  their  downtown  ticket  offices. 

Another  advantage,  I  think,  of  the  integration  of  the 
operation  would  be  the  possibility  of  integrating  bus  and  air 
schedules  to  a  certain  extent. 
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This  would  offer,  actually  it  would  offer  pasengers  resid¬ 
ing  in  many  small  cities  served  by  the  bus  line,  which  would 
not  he  served  by  the  air  line,  the  possibility  of  a  coordinated 
and  well-connecting  air-bus  service. 

We  on  several  occasions  have  attempted  to  do  this  v^ith 
several  bus  companies  out  in  the  North  Central  region  and 
the  reply  that  we  have  usually  gotten  was  that  if  anything 
was  going  to  be  changed,  it  had  to  be  our  air  schedule. 

They  were  not  changing  their  bus  schedule.  I  presume 
within  a  company,  an  organization,  there  would  probably 
be  more  consideration  and  cooperation  in  the  matter  of  in¬ 
tegrating  schedules. 

891  Probably  the  last  advantage  would  be  in  the 

of  advertising  in  that  the  bus  company  making 
necessary  expenditure  for  advertising  and  publicity  as 
do  could  include  and  mention  a  notation  of  the 
the  air  line  and  the  connecting  services  of  the  bus  and 
airline. 


901  George  A.  Jones 

was  called  as  a  witness,  and  having  been  first  duly  swo 
was  examined  and  testified  as  follows : 

*  *  *  *  *  *  *  *  *1* 
Cross  Examination 
By  Mr.  Cromelin: 

906  Q.  Mr.  Jones,  I  notice  that  the  intrastate  opera¬ 
tions  of  Southern  Air  Lines  terminated  in  November 
1946.  What  have  you  been  doing  since  that  time?  A.  Since 
then  I  have  been  engaged  in  the  distribution  of  airplanes 
and  automobiles  in  the  State  of  Texas. 

Q.  You  have  not  been  connected  with  Southern  Air  Lines 
or  Southern  Bus  Lines  since  November  1946?  A.  That  is 
correct. 

*#####**## 
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Q.  What  preparations  have  you  made?  A.  I  realize  that 
there  are  many  competent  rated  personnel  today  looking 
for  positions. 

I  personally  know,  being  in  the  aviation  industry  for  quite 
some  time,  unlimited  talent. 

As  far  as  pilots  are  concerned,  first  officers,  ground  per¬ 
sonnel  of  all  types.  I  daresay  I  could  have  sufficient  per¬ 
sonnel  to  set  up  this  route  that  would  be  willing  to  come  to 
us  within  fifteen  days,  that  is  at  fifteen  days’  notice. 


1000  Mr.  Zapple :  Mr.  Examiner,  I  want  to  offer  for  the 
record  at  this  time  a  stipulation  of  certain  documen¬ 
tary  material  which  should  be  incorporated  by  reference. 
It  is  a  stipulation  that  was  prepared  in  a  proposed  statement 
at  the  time  of  the  pre-hearing  conference  and  distributed 
by  public  counsel  to  all  parties  present,  with  the  request 

that  if  they  had  any  additions  or  deletions  to  make 

1001  them  known  at  that  time.  Certain  requests  were  made, 
and  public  counsel  subsequently  forwarded  to  all  the 

parties  of  record  a  new  proposed  stipulation  with  a  letter 
requesting  them  to  inform  public  counsel  and  the  Examiner 
whether  or  not  there  should  be  any  additional  additions  or 
deletions. 

We  received  affirmative  replies  from  all  the  parties  ex¬ 
cept  Eastern  Airlines,  Southern  Airways,  and  Gulf  Airways. 
Those  three  carriers  indicated  certain  corrections.  Those 
corrections  were  incorporated  in  the  stipulation  and  the 
stipulation  now  being  offered  incorporates  those  corrections 
or  additions,  and  includes  the  signatures  of  those  three  car¬ 
riers.  So  we  are  now  offering  the  formal  stipulation  for  the 
record. 

Examiner  Moran:  Any  objections?  Hearing  none,  the 
material  so  stipulated  will  he  a  part  of  the  record. 
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EXHIBITS 

1092  Exhibit  No.  SBL-1 

SOUTHERN  AIRLINES 


Monroe-AIexandria-Baton  Rouge-New  Orleans 
Passengers  Handled — South  Bound 
December  11, 1945 — November  15, 1946 
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1093  Exhibit  No.  SBL-2 

SOUTHERN  AIRLINES 
Alexandria-Monroe-New  Orleans-Baton  Rouge 
Passengers  Handled — North  Bound 
December  11, 1945 — November  15, 1946 


1945 

Alexandria* 

Monroe 

Baton  Rouge- 
Monroe 

New  Orleans- 
Monroe 

Baton  Rouge* 
Alexandria 

New  Orleans* 
Alexandria 

New  Orleans- 
Baton  Rouge 

Total 

Dec  11-31 

0 

7 

8 

1 

7 

3 

26 

1946 

Jan  (a) 

1 

5 

8 

0 

5 

4 

23 

February 

0 

14 

25 

2 

3 

5 

49 

March 

1 

13 

41 

1 

13 

1 

70 

April 

9 

36 

57 

9 

15 

4 

130 

May 

8 

41 

76 

13 

34 

14 

186 

June 

19 

82 

106 

17 

33 

12 

269 

July 

4 

36 

60 

7 

15 

17 

138 

August 

17 

37 

87 

14 

38 

11 

204 

Sept 

12 

36 

57 

12 

37 

7 

161 

October 

2 

26 

61 

3 

10 

9 

100 

Nov  1-16 

2 

11 

22 

2 

3 

5 

46 

Total 

76 

342 

598 

81 

213 

92 

1401 

Passengers  Handled — Both  Directions 


Total  180  660  1046  120  326  169  2481 

Note:  (a)  Operations  suspended  from  January  13  through  January 
28,  1946 

Source:  Company  Records 
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1094 


Exhibit  No.  SBL-3 


SOUTHERN  AIRLINES 
October  8 — November  15, 1946 
Passengers  Handled — South  Bound 
Shreveport-New  Orleans  Division 

me  itS  1°  1*3  b  1°  ««  tS°  u-S  oo  <3©  tfO 

wZ  ud  con  wZ  XiJZJZa  ZZ  nn  nz  an  »iZ  az 

October 

8-31  54110100023  64  IS  2 

November 

1-15  13300000002  44  50 

Total  67410100025  10  8  20  2 

Passengers  Handled — North  Bound 


me  Stf  Si  ss  SI  S^  Si  SS  SI  SI  IS  I1 1&  SI  S^  l& 

Zn  Zn  ZJ  Zw  nn  « J  nZ  nn  nn  iJ2:  am  J2  am  Zco 

October 

8-31  2  12  61172001100  96 

November 

1-15  0  7  40022003020  23 

Total  2  19  10  1194004120  11  9 

Passengers  Handled — Both  Directions 

lo  1°  15  15°  p!«^  ©«  oo  -30  pio 

m2  mj  wa  ma  wZ  zn  zn  Z  zz  nnn  an  nz  .an  az  nz 

15  18  6  1  1  1  1  0  1  6  9  20  17  39  4  ] 

Source:  Company  Records 


SOUTHERN  AIRLINES 
SUMMARY  OF  ALL  OPERATIONS 
December  11, 1945 — November  15, 1946 

Revenue  Avail.  Revenue  Revenue 
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SOUTHERN  BUS  LINES,  INC. 

INCOME  STATEMENT 

Seven  Months  Ended  July  31, 1948 

Amount 

CARRIER  OPERATING  INCOME: 

REVENUES: 

Operating  Revenues -  $3,264,459.75 


EXPENSES: 

Operations  and  Maintenance  Expense: 

Equipment,  Main.,  &  Garage  Expense -  $  838,513.77 

Transportation  Expense -  809,339.54 

Station  Expense _  339,316.45 

Traffic  Sol.  &  Advertising  Expense -  99,515.49 

Insurance  and  Safety  Expense -  170,670.94 

Administrative  and  General  Expense -  219,423.08 


Total  Oper.  &  Maint.  Expense -  $2,476,779.27 

Depreciation  Expense _  275,257.77 

Amortization  Chargeable  to  Operation -  8,581.55 

Operating  Taxes  and  Licenses -  317,678.63 

Operating  Rents — Net -  71,634.58 


Total  Expenses -  $3,149,931.80 

Net  Operating  Revenue -  $  114,527.95 

Rent  for  Lease  of  Carrier  Prop. — Dr -  350.00 

Income  from  Lease  of  Carrier  Prop. — Cr -  (4,666.64) 


Net  Carrier  Operating  Income -  $  118,844.59 

OTHER  INCOME: 

Interest  Income -  $  2,040.70 

Other  Non-Operating  Income -  — 


Total  Other  Income _  $  2,040.70 


Gross  Income -  $  120,885.29 


INCOME  DEDUCTIONS: 

Other  Interest  Deductions -  $  5,727.26 

Other  Deductions _  380.45 


Total  Income  Deductions -  $  6,107.71 


Net  Income  Before  Income  Taxes -  $  114,777.58 


PROVISION  FOR  INCOME  TAXES: 

Federal  Income  Taxes -  $  41,075.31 

State  Income  Taxes -  3,443.33 


Total  Provisions  for  Income  Taxes _  $  44,518.64 


Net  Income -  $  70,258.94 
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1098  Exhibit  No.  SBL-7 

SOUTHERN  BUS  LINES,  INC. 
BALANCE  SHEET 
As  of  July  31,  1948 
Liabilities  and  Capital 


CURRENT  LIABILITIES: 

Payables  to  Associated  Com¬ 
panies -  $  — 

Accounts  Payable 

Interline  Balances -  $  85,372.00 

Others _  308,120.46  393,492.46 


Wages  Payable - 

Unredeemed  Tickets - 

C.  O.  D.’s  Unremitted - 

Taxes  Accrued - 

Other  Current  Liabilities _ 

DEFERRED  CREDITS: 
Accrued  F.I.  Tax  for  Period 

1/1/48  to  7/31/48 _ 

Accrued  S.I.  Tax  for  Period 
1/1/48  to  7/31/48 _ 


Other  Deferred  Credits _ 

RESERVES: 

Reserve  for  Contingencies _ 

Reserve  for  Personal  In¬ 
juries  &  Property  Dam¬ 
age — 
Other  Reserves _ 

CAPITAL  STOCK: 

20,795  shares  No  Par  Com¬ 
mon  Stock _ 

UNEARNED  SURPLUS:— 
EARNED  SURPLUS: 

Balance  January  1,  1948 _ 

Credits: 

Net  Income  for  Period 

1/1/48  to  7/31/48 _ 

Surplus  Credits  Applicable 

to  Prior  Years _ 

Other  Credits  to  Surplus- 


Debits: 

Surplus  Debits  Applicable 

to  Prior  Years _ 

Dividend  Appropriations. 
Other  Debits  to  Surplus _ 


51,641.89 

331,255.39 

6,001.88 

116,452.78 

89,621.51 


3  41,075.31 

3,443.33 


$  44,518.64 

105,855.97 


$ 


1,687.38 

5,359.67 


$1,517,997.85 


$  70,258.94 

360,848.95 

—  431,107.89 


$1,949,105.74 


$  20,593.99 

—  20,593.99 


$  988,465.91 

150,374.61 

7,047.05 

151,079.73 

1,371,257.73 


1,928,511.75 


TOTAL  LIABILITIES  AND  CAPITAL 


$4,596,736.78 
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1099 


Exhibit  No.  SBL-8 

SOUTHERN  BUS  LINES,  INC. 
BALANCE  SHEET 
As  of  July  31, 1948 
Assets 


CURRENT  ASSETS: 
Cash 


Working  Funds 

$1,256,715.55 

Miscellaneous  Special  De- 

posits — 

10,000.00 

Temporary  Cash  Investments 

62,046.85 

Notes  Receivable  _ 

— 

Employees  - 

$  — 

Others  _  -  _ 

5,555.00 

5,555.00 

Receivables  from  Associated 

Companies  - 

1,827.36 

Accounts  Receivable 

Employees _ 

$  2,865.95 

Interline  Balances 

179,336.98 

Others _ _  _ 

37,212.58 

219,415.51 

Interest  and  Dividends  Re- 

ceivable  - - 

— 

Material  and  Supplies- 

285,113.98 

TANGIBLE  PROPERTY: 

Cost 

Reserve  for 
Depreciation 

Balance 

Buses  and  $3,548,911.64 

$1,771,901.22 

$1,777,010.42 

Equipment 

Real  Estate  143,668.59 

44,661.46 

99,007.13 

Improve-  228,264.05 

90,337.82 

137,926.23 

ments  to 

Leaseholds 

Unfinished  — 

— 

— 

Construc¬ 

tion 

$3,920,844.28 

$1,906,900.50 

$2,013,943.78 

INTANGIBLE  PROPERTY 

Franchises _  $  5,956.10 

Other  Intangible  Property -  61,805.72 


INVESTMENT  SECURITIES  AND 
ADVANCES: 

Other  Investments  and  Advances _ 

DEFERRED  DEBITS: 

Prepayments _ 

Other  Deferred  Debits - 


$  79,691.06 

592,755.87 


67,761.82 


1,910.00 


TOTAL  ASSETS. 


672,446.99 

84,596,736.78 


488 


1100  Exhibit  No.  SBL-9 

SOUTHERN  BUS  LINES,  INC. 
AIRLINE  DIVISION 
OPERATING  STATEMENT 
Eleven  Months  Ended  November  30,  1946 


REVENUE: 

Passenger. 


Amount 
$  24,585.14 


EXPENSE: 

FLYING  OPERATIONS: 

Captains  and  Senior  Pilots -  $  7,117.08 

Aircraft  Engine  Fuels _  5,683.43 

Aircraft  Engine  Fuel  Taxes _  3,502.56 

Aircraft  Engine  Oils _  510.54 

Other  Insurance-Flight  Equipment _  500.72 

Other  Flying  Operations  Expenses _  75.22 

Superintendence — General _  4,100.00 

Telephone  &  Telegraph _  79.57 

Rents  of  Field,  Buildings  and  Office _  2,554.00 


$  24  123  12 

FLIGHT  EQUIPMENT  MAINTENANCE— DIRECT: 

Aircraft  Repairs — Materials  and  Outside  Repairs _ $  7,221.23 

Aircraft  Radio  Equipment  Repairs _  23.24 


$  7,244.47 


EQUIPMENT  MAINTENANCE— INDIRECT: 

Travel  and  Incidental  Expenses -  $  4,318.06 

Passenger  Liability  Insurance -  350.90 


$  4,668.96 


TRAFFIC  AND  SALES: 

Tariffs  and  Schedules -  $  36.36 

Newspaper  Advertising -  $  4,337.12 

Other  Space  Advertising -  204.48 


GENERAL  AND  ADMINISTRATIVE: 

Membership  and  Publications -  $  4.00 

General  Taxes -  $  8.16 

Depreciation -  $  9,624.41 


$  9,636.57 


TOTAL  EXPENSES: -  $  50,251.08 


NET  OPERATING  INCOME: _  $  (25,665.94) 


####•*•••* 
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1105  Exhibit  No.  SBL-14 

SOUTHERN  AIRLINES 
ESTIMATED  INVESTMENT  REQUIRED 


Description  Amount 

Conversion  Costs  on  Leased  DC-3  Aircraft  (7  @  $15,000  each)  $105,000 

Spare  Aircraft  Radios  (4  @  $2,500) -  10,000 

Spare  Engines  and  Propellers  (7  @  $6,000) _  42,000 

Spare  Parts  and  Assemblies  ($25,000  per  aircraft) _  175,000 


Investment  in  Flight  Equipment _ _ _  $332,000 


Shop  and  Ramp  Equipment  ($400  per  station  at  21  stations 

and  $40,000  at  the  main  base) _  $  48,400 

Communications  Equipment  (22  VHF  sets  @  $1,500  per  set 

and  11  “H”  markers  @  $2,500  each) _  60,500 

Office  Furniture  and  Fixtures  ($550  each  at  11  stations,  $800 
each  at  10  stations  and  $8,000  at  main  base) _  22,050 


Investment  in  Ground  Equipment _  $126,550 


Personnel  Training  and  Familiarization _  $150,000 


Working  Capital  (Approximately  3  months  cash  expenses) _ $300,000 


Total  Investment  and  Working  Capital _  $912,950 


1106  Exhibit  No.  SBL-15 

SOUTHERN  AIRLINES 
ESTIMATED  EXPENSES  AND  BREAKEVEN 

REVENUES 

Daily  Plane  Miles  (95%  performance) _  5,029 

Estimated  Expenses 

Direct  costs  @  46.0c  per  plane  mile - $2,313 

Ground  and  indirect  costs  @  46.8c  per  plane  mile -  2,354 


Total  Operating  Expenses 

Amount  _  4,667 


per  plane 
Breakeven 
Revenues 
Passenger 
Load  Factor 
20% 

25% 

30% 

35% 

40% 

45% 

50% 

Note 


mile. 


92.8c 


Passenger  Rev¬ 
enue  per  plane 
mile 
23.1c 
29.2c 
34.7c 
40.7c 
46.2c 
52.3c 
57.8c 


Other  Non-  Total  Non¬ 
mail  rev.,  mail  rev., 
per  plane  per  plane 
mile  mile 

2c  25.1c 

2c  31.2c 

2c  36.7c 

2c  42.7c 

2c  48.2c 

2c  54.3c 

2c  59.8c 

The  above  cost  units  are  based  on  those  experienced  during  the 
24  months  ended  September  30, 1948  by  the  7  Feeders  using  DC-3 
aircraft.  The  passenger  revenue  was  computed  at  5.5c  per  pasj- 
senger  mile. 

#  #  #  #  #  • 


Breakeven 
Mail  Pay  perl 
plane  mile 
67.7c 
61.6c 
56.1c 
50.1c 
44.6c 
38.5c 
33.0c 


1 
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1116  Exhibit  No.  SBL-24 

TRANSCONTINENTAL  BUS  SYSTEM,  INC. 
AND  WHOLLY  OWNED  SUBSIDIARIES 
CONSOLIDATED  BALANCE  SHEET  (BEFORE 
AUDIT)  DECEMBER  31,  1948 
Assets 


CURRENT  ASSETS 

Cash _  2,549,735.96 

Working  Funds -  45,110.02 

Miscellaneous  Special  Deposits -  179,724.81 

Temporary  Cash  Investments -  61,180.00 

Notes  Receivable -  32,965.84 

Accounts  Receivable — Associated  Companies 
— Southern  Kansas  Greyhound  Lines,  Inc.  73,792.78 

Accounts  Receivable -  2,418,682.27 

Interest  Receivable -  4,614.34 

Materials  and  Supplies -  1,463,030.88 

Other  Current  Assets -  9,456.93 


Total  Current  Assets -  $  6,838,293.83 

TANGIBLE  PROPERTY 

Land  and  Land  Rights - $  242,760.90 

Structures _ $  1,403,923.33 


Less  Reserve  for  Depreciation  130,343.75  1,273,579.58 


Revenue  Equipment - $13,318,737.47 

Less  Reserve  for  Depreciation  7,634,907.10  5,683,830.37 

Service  Cars  and  Equipment _ $  165,857.08 

Less  Reserve  for  Depreciation  59,781.66  106,075.42 


Shop  and  Garage  Equipments  355,937.04 
Less  Reserve  for  Depreciation  164,715.42  191,221.62 


Furniture  and  Office 

Equipment _ $  295,298.55 

Less  Reserve  for  Depreciation  152,778.01  142,520.54 


Miscellaneous  Equipment _ $  69,438.61 

Less  Reserve  for  Depreciation  45,307.89  24,130.72 


Improvements  to  Leasehold 

Property - $  640,919.41 

Less  Reserve  for  Depreciation  280,627.25  360,292.16 


Unfinished  Construction _  10,353.96 


Total  Tangible  Property. 


8,034,765.27 
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INTANGIBLE  PROPERTY 


Organization - $  80,241.30 

Franchises  and  Certificates _  2,267,837.76 


Total  Intangible  Property - 

INVESTMENT  SECURITIES  AND 
ADVANCES 

Investments  and  Advances — Associated 
Companies 

Continental  Panhandle  Lines — $124,101.58 
Southern  Kansas  Greyhound 
Lines _  30,190.76  154,292.34 


Other  Investments  and  Advances 
Texas,  New  Mex.  and  Okla. 

Coaches _ $300,000.00 

Rainbow  Coaches -  11,349.53 

Union  Bus  Lines -  94,500.00 

Corpus  Christi  Union  Bus 

Terminal _  2,000.00 

Union  Bus  Station  of  Okla. 

City  _  7,750.00 

White  Star  Motor  Coach  Lines 
of  Ill _  5,800.00  421,399.53 


Total  Investment  Securities  and  Advances 


DEFERRED  DEBITS 

Prepayments - $  164,925.03 

Unamortized  Debit  Discount  and  Expense 9,256.80 

Other  Deferred  Debits _  119,223.89 


Total  Deferred  Debits. 
TOTAL  ASSETS _ 


2,348,079.06 


575,69^1.87 


293,40^.72 

$18,090,236.75 
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1117  Exhibit  No.  SBL-25 

Liabilities,  Capital  and  Surplus 


CURRENT  LIABILITIES 

Accounts  Payable — Associated  Companies 


Continental  Panhandle  Lines -  $  5,720.51 

Accounts  Payable -  2,133,852.88 

Wages  Payable -  486,134.24 

Unredeemed  Tickets _  467,690.45 

Taxes  Accrued -  865,543.57 

Interest  Accrued - 19,888.54 

Equipment  Obligations — Due  Within 

One  Year _  998,527.41 

Bonds — Debentures — Due  Within  One  Year  325,000.00 
Other  Long-Term  Obligations — Due  Within 

One  Year -  100,000.00 

Other  Current  Liabilities -  178,404.69 


Total  Current  Liabilities -  $  5,580,762.29 

EQUIPMENT  AND  OTHER  LONG-TERM 
OBLIGATIONS 

Equipment  Obligations — Due  After 

One  Year _ $1,312,920.41 

Bonds — Debentures — Due  After  One  Year —  6,125,500.00 

Other  Long-Term  Obligations — Due  After 

One  Year -  525,000.00 


Total  Equipment  and  Other  Long-Term 

Obligations -  7,963,420.41 

DEFERRED  CREDITS  19,433.80 

CAPITAL  AND  SURPLUS 

Common  Capital  Stock _ $  911,500.00 

Unearned  Surplus - $  423,629.83 

Earned  Surplus _ 3,191,489.42  3,615,119.25 


Total  Capital  and  Surplus _  4,526,619.25 

Note:  The  above  Balance  Sheet  covers  the  following  Companies:  Trans¬ 
continental  Bus  System,  Inc.,  Continental  Bus  System,  Inc.,  Con¬ 
tinental  Pacific  Lines,  Wichita  Transit  Company,  Safe-Way  Cab 
Company  and  Continental  Realty  Company. 

TOTAL  LIABILITIES,  CAPITAL  AND 

SURPLUS -  $18,090,235.75 
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1118  Exhibit  No.  SBL-26 

TRANSCONTINENTAL  BUS  SYSTEM,  INC.  AN|D 
WHOLLY  OWNED  SUBSIDIARIES 
CONSOLIDATED  INCOME  STATEMENT  FOR  THE 
TEN  MONTHS  ENDED  DECEMBER  31, 1948 

AMOUNT 


December  Year  to  D 


ate 


OPERATING  REVENUES 

3200 — Passenger  Revenue - $2,102,955.82  $18,927,122.39 

3210 — Special  Bus  Revenue - 40,533.99  362,626.44 

3220 — Baggage  Revenue _  216.09  2,260.56 

3300— Mail  Revenue _  6,633.24  58,670.48 

3400 — Express  Revenue _  33,934.01  299,194.58 

3500 — Newspaper  Revenue -  7,604.87  57,745.17 

3600 — Miscellaneous  Station  Revenue -  46,752.58  434,203.88 

3900 — Other  Operating  Revenue -  45,514.55  286,08|7.28 


Total  Operating  Revenue _ $2,284,145.15  $20,427,910.78 

OPERATING  EXPENSES 

4100 — Equipment  Maintenance  and  Garage 

Expense - $  381,208.33  $  4,439,89.  ..65 

4200 — Transportation  Expense -  694,235.46  5,911,64;  ..38 

4300 — Station  Expense -  247,497.34  2,201,622.98 

4400 — Traffic,  Solicitation  and  Advertising 

Expense _  72,912.30  608,224.56 

4500 — Insurance  and  Safety  Expense -  77,065.37  1,103,796.70 

4600 — Administrative  and  General  Expense  129,551.63  988,259.29 


Total  Operation  and  Maintenance  Expense —  $1,602,470.43  $15,253,436.56 

5000 — Depreciation  Expense -  155,751.11  l,438,32y.91 

5200 — Operating  Taxes  and  Licenses -  180,940.57  1,643,545.76 

5300— Operating  Rents  (Net) _  22,300.79  143,832.47 


Total  Operating  Expenses _ $1,961,462.90  $18,479,142.70 


NET  OPERATING  REVENUE _ $  322,682.25  $  1,948,768.08 


5400 — Rent  for  Lease  of  Carrier  Property — 

Debit _ $  150.00  $  1,56^.88 

5500 — Income  from  Lease  of  Carrier  Prop¬ 
erty — Credit -  1,806.94  16,526.90 


NET  CARRIER  OPERATING  INCOME—  $  324,339.19  $  1,963,729.10 


OTHER  INCOME 

6200 — Interest  Income - $  432.49  $  2,038.28 

6300 — Dividend  Income -  66,419.24  97,852.90 

6500 — Other  Non-Operating  Income -  .00  720.11 

6500 — Gain  on  Sale  of  Assets _  6,913.27  42,0151.91 


Total  Other  Income _ $  73,765.00  $  142,627.20 


GROSS  INCOME _ $  398,104.19  $  2,106,356 
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INCOME  DEDUCTIONS 

7000 — Interest  on  Long-Term  Obligations—  $  25,072.53 

7100 — Other  Interest  Deductions -  1,166.67 

7300 — Amortization  of  Debt  Discount  and 

Expense -  974.29 

7500 — Other  Deductions -  210.00 


Total  Income  Deductions - $  27,423.49 


NET  INCOME  BEFORE  INCOME  TAXES  $  370,680.70 
Provisions  for  Federal  Income  Taxes - $  116,529.18 


NET  INCOME _ $  254,151.52 


292,845.77 

4,511.35 

1,581.48 

2,144.00 


301,082.60 


1,805,273.70 

638,170.88 


1,167,102.82 
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SBL-27 

1119  TESTIMONY  OF  MR.  ROBERT  K.  JEFFERIES 
FOR  SOUTHERN  BUS  LINES,  INC.  IN  THE  RE¬ 
OPENED  MISSISSIPPI  valley-southeasteRn 

STATES  CASE 

'  Docket  Nos.  448  and  501,  et  al. 

My  name  is  Robert  K.  Jefferies.  I  am  vice-president  and 
general  manager  of  Southern  Bus  Lines,  Inc.,  which  is  lo¬ 
cated  at  1930  -  3rd  Street,  Alexandria,  Louisiana. 

I  studied  engineering  at  Pratt  Institute,  Brooklyn,  N.  Y., 
and  following  my  graduation  served  for  almost  5  years  as 
an  officer  in  the  U.  S.  Navy.  Between  1922  and  1929  I  was 
superintendent  of  construction  of  the  Dixie  Construction 
Company.  Between  1929  and  1936  I  was  District  General 
Manager  of  the  Alabama  Power  Company.  My  responsi¬ 
bilities  included,  among  others,  the  management  of  the 
municipal  transportation  system  in  Montgomery,  Alabama. 
Between  1936  and  1942  I  was  vice-president  of  a  National 
City  Line  and  Pacific  City  Lines,  both  holding  companies, 
and  served  during  the  same  period  as  vice-president  of  f;he 
following  operating  companies :  Beaumont-Port  Arthur  Bus 
Lines,  and  the  city  lines  of  Montgomery,  Beaumont,  Port 
Arthur,  Tulsa,  San  Jose,  Stockton,  and  Fresno.  From  1942 
to  1945  I  was  vice-president  and  general  manager  of  Inter- 
Urban  Transportation  Company,  and  in  1945  when  Inter- 
Urban  merged  with  two  other  companies  to  form  Southern 
Bus  Lines,  Inc.,  I  became  vice-president  and  general  mana¬ 
ger  of  the  new  company,  which  operates  principally  in  i;he 
Mississippi  Valley  area. 

In  the  four  years  that  have  elapsed  since  the  first  hearing 
on  air  route  applications  in  the  Mississippi  Valley  and 
Southeastern  States,  Southern  Bus  Lines’  interest  in  the 
air  service  has  been  continuous  and  vigorous.  Indeed,  since 
earlier  hearings  Southern  Bus  operated  intra-state 

1120  scheduled  feeder-type  air  service  in  Louisiana  in 
order  to  gain  additional  experience  and  to  prove  to 

itself  the  need  for  this  form  of  air  transportation.  T]iis 
operation,  which  was  carried  on  under  my  general  super¬ 
vision,  reaffirmed  our  earlier  judgment  that  the  proposed 
service  would  be  in  the  public  interest. 
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I  should  like  to  confine  my  observations  to  the  willingness 
and  ability  of  Southern  Bus  Lines  to  finance  the  proposed 
airline  division,  if  the  Civil  Aeronautics  Board  sees  fit  to 
grant  us  a  certificate.  I  sponsor  Exhibits  6,  7,  8, 17, 18, 19. 

There  are  in  general  three  sources  of  capital  available  to 
finance  our  proposed  air  operation. 

First,  Southern  Bus  Lines  could  obtain  loan  financing 
from  non  interested  parties.  Over  the  past  10  years  our 
company  has  had  an  average  net  income  after  taxes  of  over 
$500,000.  This  strong  earnings  record  is  supplemented  by 
an  equally  strong  balance  sheet  position;  as  shown  in  Ex¬ 
hibit  No.  SBL-17  our  company  has  unencumbered  tangible 
assets  in  excess  of  $2,000,000.  Moreover,  our  route  fran¬ 
chises  which  are  carried  at  a  nominal  figure  of  $67,000  are 
valued  by  our  company  at  over  $1,500,000,  and  would  be  so 
valued  by  any  one  interested  in  loaning  us  money.  On  the 
strength  of  these  three  factors,  I  feel  certain  that  Southern 
Bus  Lines  could  borrow  from  outside  sources  the  capital 
necessary  to  finance  its  proposed  air  routes. 

Secondly,  the  Bus  Company  could  borrow  this  money 
from  Transcontinental  Bus  Company,  which  has  just  re¬ 
cently  applied  to  the  ICC  for  permission  to  acquire  all 
the  capital  stock  of  Southern  Bus.  An  officer  of 
1121  Transcontinental  will  be  on  hand  later  in  this  hearing 
to  testify  to  the  willingnes  of  his  company  to  make 
such  an  investment  in  Southern  Bus  Lines  for  its  proposed 
airline  operation. 

Thirdly,  Southern  Bus  Lines  has  $280,000  in  cash  over 
and  above  its  working  capital  requirements.  This  amount 
would  immediately  be  available  for  its  air  operation.  More¬ 
over,  by  the  end  of  this  calendar  year  I  expect  that  cash 
on  hand  will  be  increased  by  at  least  $500,000.  This  means 
that  if  the  Board’s  decision  were  not  rendered  before  De¬ 
cember  31, 1949,  Southern  Bus  would  be  in  a  position  itself 
to  furnish  practically  all  the  capital  needed  for  the  pro¬ 
posed  air  routes. 

For  these  reasons  I  believe  our  company  is  unquestion¬ 
ably  able  to  give  its  proposed  airline  division  the  type  of 
financial  structure  that  would  be  essential  to  its  success. 
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SOUTHERN  AIRWAYS,  INC. 
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A.  Maps 


Map  of  Routes  Proposed  Herein 
Map  of  Routes  Awarded  Southern  Airways,  Inc. 
in  the  Southeastern  States  Case,  Docket  No.  501 
et  al 

Map  of  Combined  Systems 
List  of  Routes  and  Miles 
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Exhibit 

No. 

Savings  in  Costs  Resulting  from  Operation  of 
Combined  Systems  B-ll 

Possible  Utilization  of  Equipment  B-12 

Maintenance  B-13 

Property  and  Equipment  of  Southern  Airways, 

Inc.  B-14 

Property  and  Equipment  of  Southern  Airways 
Company  B-15 

1191 

Estimated  Revenues — Combined  Systems  B-16 

Biographical  Statement — George  F.  Estey  B-17 

C.  Economic  Exhibits 

Population  in  Territory  Proposed  to  be  Served 
by  Route  I  C-l 

Growth  of  Retail  Trade  in  Territory  Proposed  to 
be  Served  by  Route  I  C-2 

Wholesale  Business  in  Territory  Proposed  to  be 
Served  by  Route  I  C-3 

Service  Establishments  in  Territory  Proposed  to 
be  Served  by  Route  I  C-4 

Payroll  *  Data  on  Territory  Proposed  to  be 
Served  by  Route  I  C-5 

Postal  Receipts  of  Towns  Proposed  to  be  Served 
by  Route  I  C-6 

Number  of  Income  Tax  Returns  in  Territory  Pro¬ 
posed  to  be  Served  by  Route  I  C-7 

Number  of  Telephones  in  Towns  Proposed  to  be 
Served  by  Route  I  C-8 

Bank  Deposits  in  Towns  Proposed  to  be  Served 
by  Route  I  C-9 

Manufacturing  in  Territory  Proposed  to  be 
Served  by  Route  I  C-10 

Population  in  Territory  Proposed  to  be  Served 
by  Route  II  C-ll 
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EXHIBlb 


No. 

Growth  of  Retail  Trade  in  Territory  Proposed  to 
be  Served  by  Route  II  C-12 

Wholesale  Business  in  Territory  Proposed  to  be 
Served  by  Route  II  C-13 

Service  Establishments  in  Territory  Proposed  to 
be  Served  by  Route  II  C-14 

Payroll  *  Data  on  Territory  Proposed  to  be 
Served  by  Route  II  C-15 

Postal  Receipts  of  Towns  Proposed  to  be  Served 
by  Route  II  C-16 

Number  of  Income  Tax  Returns  in  Territory  Pro¬ 
posed  to  be  Served  by  Route  II  C-17 

Number  of  Telephones  in  Towns  Proposed  to  be 
Served  by  Route  II  C-18 

Bank  Deposits  in  Towns  Proposed  to  be  Served 
by  Route  II  C-19 

Manufacturing  in  Territory  Proposed  to  be 
Served  by  Route  II  C-20 

1192 

Population  in  Territory  Proposed  to  be  Served 
by  Route  III  C-21 

Growth  of  Retail  Trade  in  Territory  Proposed  to 
be  Served  by  Route  III  C-22 

Wholesale  Business  in  Territory  Proposed  to  be 
Served  by  Route  III  C-23 

Service  Establishments  in  Territory  Proposed  to 
be  Served  by  Route  III  C-24 

Payroll  *  Data  on  Territory  Proposed  to  be 
Served  by  Route  III  C-25 

Postal  Receipts  of  Towns  Proposed  to  be  Served 
by  Route  III  C-26 

Number  of  Income  Tax  Returns  in  Territory  Pro¬ 
posed  to  be  Served  by  Route  III  C-27 

Number  of  Telephones  in  Towns  Proposed  to  be 
Served  by  Route  HE  C-28 
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Exhibit 

No. 

Bank  Deposits  in  Towns  Proposed  to  be  Served 
by  Route  III  C-29 

Manufacturing  in  Territory  Proposed  to  be 
Served  by  Route  III  C-30 

Population  in  Territory  Proposed  to  be  Served 
by  Route  IV  C-31 

Growth  of  Retail  Trade  in  Territory  Proposed  to 
be  Served  by  Route  IV  C-32 

Wholesale  Business  in  Territory  Proposed  to  be 
Served  by  Route  IV  C-33 

Service  Establishments  in  Territory  Proposed  to 
be  Served  by  Route  IV  C-34 

Payroll  *  Data  on  Territory  Proposed  to  be 
Served  by  Route  IV  C-35 

Postal  Receipts  of  Towns  Proposed  to  be  Served 
by  Route  IV  C-36 

Number  of  Income  Tax  Returns  in  Territory 
Proposed  to  be  Served  by  Route  TV  C-37 

Number  of  Telephones  in  Towns  Proposed  to  be 
Served  by  Route  IV  C-38 

Bank  Deposits  in  Towns  Proposed  to  be  Served 
by  Route  IV  C-39 

Manufacturing  in  Territory  Proposed  to  be 
Served  by  Route  IV  C-40 

Recapitulation  of  Economic  Factors 
Cities  Proposed  to  be  Served  C-41 

Traffic  Potential  C-42 

Note:  Exhibits  regarding  capital  requirements,  financial 
ability  and  methods  of  financing  will  be  supplied  later. 
«#*#***••« 
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1215  Exhibit  B-5 

HISTORY  OF  THE  SOUTHERN  AIRWAYS 
GROUP  OF  ASSOCIATED  COMPANIES 

At  the  time  of  the  Southeastern  States  Case,  Frank  W. 
Hulse,  the  president  and  principal  stockholder  of  the  ap¬ 
plicant,  Southern  Airways,  Inc.,  was  also  president  apd 
principal  stockholder  of  five  other  companies,  each  of  whi<j;h 
was  engaged  exclusively  in  some  phase  of  aeronautical 
activity  in  the  southeastern  part  of  the  United  States. 
While  these  companies  had  no  legal  connection  with  one 
another,  all  but  one  were  organized  by,  and  all  were  under 
the  personal  supervision  and  control  of  Hulse.  These  re¬ 
lationships  between  Southern  Airways,  Inc.,  the  five  affili¬ 
ated  corporations,  and  Hulse  were  presented  to  the  Board 
in  an  application  under  Section  408.  This  application  was 
consolidated  in  the  Southeastern  States  Case  and  the  Board 
approved,  finding  that  the  relationship  between  the  five 
affiliated  companies  presented  no  question  of  monopoly  or 
restraint  of  competition  and  would  not  be  inconsistent 
with  the  public  interest.  (7  CAB  863,  at  898) 

Exhibit  5  in  Volume  I  of  the  Exhibits  of  Southern  j 
ways,  Inc.,  in  the  Southeastern  States  Case  presents 
history  of  each  of  the  five  companies.  In  December, 
a  Southern  Airways  Sales  Company  of  Alabama  was 
domiciled  as  a  Delaware  corporation  under  the 
“Southern  Airways  Company”  and  acquired  all  of 
stock  of  the  four  other  fixed  base  companies  which 
became  wholly  owned  subsidiaries.  During  1948  the 
ous  subsidiaries  dissolved  and  the  assets  were  taken 
by  Southern  Airways  Company.  The  records  of 
Airways  Company  show  that  on  January  1,  1949,  there 
were  79  stockholders  who  together  owned  all  of  the  Com¬ 
pany’s  stock.  Only  two  of  these  stockholders  owned  mote 
than  five  per  cent.  One  of  these,  namely,  Frank  W.  Hulse, 
owned  64  per  cent  of  the  outstanding  stock  while  the  othe 
I.  F.  Jones,  owned  13  per  cent. 
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The  names  and  addresses  of  officers  and  directors  of 
Southern  Airways  Company  are  as  follows: 

Officers 

Frank  W.  Hulse  President 

Ike  F.  Jones  Vice  President 

George  F.  Estey  Secretary-Treasurer 

Directors 

Frank  W.  Hulse  Birmingham,  Ala. 

Ike  F.  Jones  Augusta,  Georgia 

Edward  J.  Orth  Birmingham,  Ala. 

The  operations  of  Southern  Airways  Company  presently 
include  wholesale  and  retail  sales  of  aircraft  and  aircraft 
accessories,  servicing  of  aircraft,  engine  and  aircraft  over¬ 
haul,  charter  flights,  flight  instruction,  aircraft  rental  and 
modification  of  airline  and  executive  transports.  The  vari¬ 
ous  bases  are  performing  routine  maintenance  and  service 
on  approximately  50  planes  owned  by  Southern  Airways 
Company  and  numerous  privately  owned  aircraft.  Among 
the  private  aircraft  serviced  many  are  twin-engine  aircraft, 
including  Beechcrafts,  Cessnas,  Lodestars  and  DC-3 ’s. 
Bases  are  currently  being  operated  at : 

Birmingham,  Alabama 
Huntsville,  Alabama 
Atlanta,  Georgia 
Greenville,  South  Carolina 
Charlotte,  North  Carolina 

Southern  Airways  Company  is  one  of  the  largest,  if  not 
the  largest,  aircraft  sales  and  service  organizations  in  the 
South.  The  Atlanta  operation  has  performed  major  modi¬ 
fications  and  conversion  of  surplus  Army  aircraft.  Among 
the  heavy  multi-engined,  all  metal  aircraft  so  modified  are 
three  DC-3’s  for  Alaska  Airlines,  two  DC-3’s  for  Airfresh 
Sea  Foods,  one  DC-3  for  Eastman  Kodak  and  one  Lock¬ 
heed  Lodestar  each  for  Firestone  Rubber,  Reynolds  Metals 
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and  Expreso  Inter-Americano.  Maintenance  jobs  of  sub¬ 
stantial  size  have  been  accomplished  on  a  dozen  other  air¬ 
line  and  executive  transports. 

For  many  years  Southern  Airways  Company  has  been 
successful  as  a  distributor  of  aircraft  and  aircraft  acces¬ 
sories  and  a  wide  territory  is  covered  by  the  various 
branches.  The  Company  is  presently  distributor  for  the 
following : 

1.  Beech  Aircraft  Corporation 

2.  Piper  Aircraft  Corporation 

3.  Bendix  Radio  Division  of  Bendix  Aviation  Corpo¬ 

ration 

4.  U.  S.  Rubber  Company 

5.  Cities  Service  Refining  Corporation 

6.  Continental  Motors  Corporation 

7.  Switlik  Parachute  Company,  Inc. 

8.  Edo  Aircraft  Corporation 

9.  Lycoming  Division  of  The  Aviation 

•  •  •  •  •  •  •  «  •  I  • 
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1219  Exhibit  B-7 

SUMMARY  OF 

PROJECTED  COSTS  OF  OPERATION 
FOR  COMBINED  SYSTEM  OF  ROUTES 

Basic  data  on  cost  estimates  for  Combined  Systems : 

1.  Total  Number  of  Planes: _  11  DC-3s 

2.  Total  Daily  Flying  Time: _  81.00  hours 

3.  Total  Daily  Mileages: _  10,064  miles 

4.  Total  Monthly  Flying  Time: _  2,430.00  hours 

5.  Total  Monthly  Mileage: _  301,920  miles 

Costs  are  based  upon  the  assumption  of  100%  completion  of  schedules 
since  non-revenue  mileage  will  approximate  uncompleted  scheduled 
mileage. 


Cab 

Monthly 

Annual 

Cost  per 

Acc’t.  No. 

Account  5100 

Cost 

Cost 

revenue  mile 

Flying  Operations  _ 

Account  5200 

$  84,217 

$1,010,604 

$.2789 

Direct  Maintenance  _ 

Account  5900 

Depreciation  —  Flight 

48,920 

587,040 

.1620 

Equipment  _ 

Account  6100 

15,250 

183,000 

.0505 

Ground  Operations  _ 

Account  6200 

Ground  and  Indirect  Main- 

28,759 

345,108 

.0953 

tenance  _  _ _ 

Account  6300 

8,800 

105,600 

,0292 

Passenger  Service  _ _ 

Account  6400 

7,000 

84,000 

.0232 

Traffic  and  Sales.  _ 

Account  6500 

5,220 

62,640 

.0173 

Advertising  and  Publicity- 
Account  6600 

5,800 

69,600 

.0192 

General  and  Administrative 
Account  6900 

Depreciation  —  Ground 

15,345 

184,140 

.0508 

Equipment - 

1,850 

22,200 

.0061 

TOTAL-  _ 

$221,161 

$2,653,932 

.7325 

TOTAL  COST  PER  MILE— 

.7325 

.7325 

.7325 

#  *  *  # 

*  * 

•  • 

•  * 
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Exhibit  B-9 


SUMMARY  OF  PROJECTED  COSTS  OF  OPERATIONS 
FOR  ROUTES  AWARDED  SOUTHERN  AIRWAY^ 
INC.  IN  THE  SOUTHEASTERN  STATES  CASE 


Basic  data  on  cost  estimates  for  Southeastern  States  Cas 


e: 

l 

1.  Total  Number  of  Planes _  6  DC-3s 

2.  Total  Daily  Flying  Time _  41.00  hours 

3.  Total  Daily  Mileage _  5,264  miles 

4.  Total  Monthly  Flying  Time _  1,230.00  hours 

5.  Total  Monthly  Mileage _  157,920  miles 

Costs  are  based  upon  the  assumption  of  100%  completion  of  schedules 
since  non-revenue  mileage  will  approximate  incompleted  scheduled 
mileage. 

Monthly  Annual 

Cost  Cost 


Cost  perj 
revenue  mile 


Account  5100 


Flying  Operations- _ 

Account  5200 

$  42,650 

$  511,800 

Direct  Maintenance _ 

Account  5900 

Depreciation  Flight  Equip- 

29,940 

359,280 

ment  _ 

Account  6100 

8,333 

100,000 

Ground  Operations — _ 

Account  6200 

Ground  and  Indirect  Main- 

17,080 

204,960 

tenance _ 

Account  6300 

6,690 

80,280 

Passenger  Service _ 

Account  6400 

3,645 

43,740 

Traffic  and  Sales _ 

Account  6500 

4,370 

52,440 

Advertising  and  Publicity- 
Account  6600 

3,400 

40,800 

General  and  Administrative 
Account  6900 

Depreciation  Ground  Equip- 

11,155 

133,860 

ment _  _ 

1,000 

12,000 

$.2700 

.1897 

.0527 

.1082 

.0424 

.0231 

.0277 

.0215 

.0706 

.0063 


TOTAL  COST  OF 

OPERATION _  $128,263 


$1,539,160 

•  • 


.8122 
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1226  Exhibit  B-ll 

SAVINGS  IN  COSTS  RESULTING  FROM 
OPERATION  OF  COMBINED  SYSTEMS 


Annual  cost 
combined 
operation 


Annual  cost  Savings  through 
SE  states  integration 

routes  alone  of  two  systems 


Account  5100 


Flying  Operations  . 

.2789 

.2700 

(.0089) 

Account  5200 

Direct  Maintenance - 

Account  5900 

.1620 

.1897 

.0277 

Depreciation  —  Flight 

Fquipmcnt 

.0505 

.0527 

.0022 

Account  6100 

Ground  Operations - 

Account  6200 

.0953 

.1082 

.0129 

Ground  and  Indirect 

Maintenance  _ 

.0292 

.0424 

.0132 

Account  6300 

Passenger  Service 

.0232 

.0231 

(.0001) 

Account  6400 

Traffic  and  Sales — 
Account  6500 

.0173 

.0277 

.0104 

Advertising  and  Publicity 
Account  6600 

.0192 

.0215 

.0023 

General  and  Administra- 

tive  - - 

.0508 

.0706 

.0198 

Account  6900 

Depreciation  —  Ground 
Equipment  - 

.0061 

.0063 

.0002 

TOTAL  (CENTS  PER 

MILE) 

.7325 

.8122 

.0797 

TOTAL  SAVINGS  IN 

DOLLARS:-. 

$151,034.00 

##***••••• 
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Supplementary  Exhibit  No.  1 

BIOGRAPHICAL  STATEMENT 
JOHN  H.  FREDERICK 


John  H.  Frederick  is  Professor  of  Transportation  in  t|he 
College  of  Business  and  Public  Administration  at  the  Uni¬ 
versity  of  Maryland.  He  holds  the  degrees  of  B.  S.  in  Eco¬ 
nomics,  M.  A.  and  Ph.D.  from  the  University  of  Pennsyl¬ 
vania.  Prior  to  coming  to  the  University  of  Maryland  he 
was  on  the  faculty  of  the  Wharton  School  of  Finance  and 
Commerce  at  the  University  of  Pennsylvania  for  fourteen 
years  and  Professor  of  Transportation  at  the  University  of 
Texas  for  eight  years.  He  is  the  author  of  nine  books  deal¬ 
ing  with  various  aspects  of  marketing  and  transportation. 
One  of  these  Commercial  Air  Transportation  originally 
published  in  1942  and  in  a  Revised  Edition  in  1946,  is  the 
standard  text  on  the  subject  being  used  in  more  than  65  col¬ 
leges  and  universities.  His  latest  book  in  the  field  of  air 
transportation  is  Airport  Management  published  in  Janu¬ 
ary,  1949.  Besides  his  books,  Dr.  Frederick,  has  written 
many  articles  on  various  aspects  of  air  transportation  de- 


velopment,  and  has  appeared  as  a  witness  in  nearly  all 


of 


the  regional  feeder  line  hearings  of  the  Civil  Aeronautics 
Board  including  its  original  Local,  Feeder  Pickup  Hearings 
in  October,  1943.  During  the  past  two  years  he  has  been 
Transportation  Consultant  to  the  House  Committee  on  In¬ 
terstate  and  Foreign  Commerce  of  the  Congress  and  is  now 
consultant  on  research  and  education  to  the  Transportatipn 
Association  of  America. 


T 
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1279  Supplementary  Exhibit  2 

CAPITAL  REQIREMENTS 
Southeastern  States  Case  Routes 


i 


Airplanes — 5  DC-3s  @  $40,000  each _ 

Working  Capital _ 

Spare  Parts,  including  engines _ 

Radio  Stations — 20  @  $300  each  plus  2  spares _ 

Station  Equipment _ 

Ramp  Equipment _ _ 

Membership,  Aeronautical  Radio,  Inc - 


Total 

Cash 

$200,000 

$  50,000 

100,000 

100,000 

40,000 

40,000 

6,600 

6,600 

4,000 

4,000 

2,000 

2,000 

500 

500 

$353,100 

$203,100 

ADDITIONAL  CAPITAL  REQUIREMENTS 
NECESSARY  TO  OPERATE  ROUTES  PROPOSED  IN 

THIS  PROCEEDING 

Total  Cash 


Airplanes — 6  DC-3s  @  $40,000  each _  $200,000  $  50,000 

Working  Capital -  100,000  100,000 

Spare  Parts,  including  engines _  30,000  30,000 

Radio  Stations — 15  @  $300  each  plus  1  spare -  4,800  4,800 

Station  Equipment -  3,000  3,000 

Ramp  Equipment _  2,000  2,000 


$339,800  $189,800 

1280  Supplementary  Exhibit  No.  3 

BALANCE  SHEET— SOUTHERN  AIRWAYS,  INC. 

MARCH  10,  1949 


ASSETS 

CURRENT  ASSETS 

Cash _ $  49,500 

Accounts  Receivable _  1,250 

Inventory  of  aircraft  parts  at  cost  or  less -  10,085 


$  60,835 

PROPERTY  AND  EQUIPMENT 

Hangar  - $  85,896 

Aircraft — DC-3  _  78,491 

Furniture  and  Fixtures -  705 


DEFERRED  ASSETS 

Development  and  Preoperating  Expense - $  75,891 

Prepaid  Insurance -  506 


$  76,397 

TOTAL  ASSETS  $302,324 
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LIABILITIES 


CURRENT  LIABILITIES 
Note  payable — payable  in  12  monthly  installments 
and  secured  by  chattel  mortgage  on  aircraft — $  11,233 
Note  payable — portion  of  long  term  debt  due 


within  one  year _  9,600 

Note  payable  July  1,  1949 _  50,000 


LONG  TERM  DEBT 

Accounts  payable  for  expenses - $  12,253 

Note  payable  to  RFC-due  in  monthly  install¬ 
ments  of  $800.00  each;  4%  interest;  secured 
by  mortgage  on  hangar _  28,200 


CAPITAL  STOCK  AND  SURPLUS 

Common  Stock — Issued  and  Outstanding _ $192,700 

Capital  Surplus _  9,000 

Deficit  _  10,662 


TOTAL  LIABILITIES 


-M 

O 

833 

■M 

&■ 

© 

V.  - 

453 

$191, 

CO 

00 

$302,; 

324 
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1281  Supplementary  Exhibit  No.  4 


SOUTHERN  AIRWAYS  COMPANY 
PRO-FORMA  BALANCE  SHEET  MAY  1,  1949 


ASSETS 


CURRENT  ASSETS 

Cash  _ $  65,000 

Accounts  Receivable -  75,000 

Deposits  with  manufacturers -  2,000 

Inventories  _  140,000 

FIXED  ASSETS 

Land _ $  7,675 

Buildings _  65,000 

Aircraft  _  50,000 

Tools  and  Shop  Equipment -  45,000 

Autos  and  Trucks _  2,000 

Office  Equipment _  7,000 


$282,000 


PREPAID  ITEMS 

Prepaid  Insurance _  $176,675 

$  5,000 


TOTAL  ASSETS  $463,675 


LIABILITIES 


CURRENT  LIABILITIES 

Notes  Payable _ $  20,000 

Accounts  Payable _  12,000 

Customers’  Deposits _ i _  600 


$  32,600 


DEFERRED  LIABILITIES 

Long  Term  Loan _  $246,000 

RESERVE  FOR  CRASH  LOSSES _  $  5,075 

CAPITAL  AND  SURPLUS 

Common  Stock _ $  30,655 

Paid-in  Surplus _  358,105 

Deficit  since  12-31-45 _  208,760 


$180,000 

TOTAL  LIABILITIES  $463,675 
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1283  Spartan  Aircraft  Company 

SPARTAN 

TULSA,  OKLAHOMA 

Mr.  Frank  W.  Hnlse 
President 

Southern  Airways,  Inc., 

Municipal  Airport 
Birmingham,  Alabama 

Dear  Mr.  Hulse : 

This  will  advise  that  the  Spartan  Aircraft  Company 
extend  to  you  a  six  months  line  of  credit  for  major  over¬ 
haul  of  aircraft  engines  to  be  used  by  Southern  Airways, 
Inc.,  in  the  operation  of  routes  which  you  have  been  awarded 
by  the  Civil  Aeronautics  Board  or  may  be  awarded  in  the 
future. 

This  line  of  credit  contemplates  payment  not  later  than  ilhe 
first  day  of  the  seventh  month  following  the  date  of  the  fijrst 
use  by  your  company  of  the  line  of  credit  and  such  payment 
shall  be  in  an  amount  not  less  than  the  outstanding  amount 
owed  Spartan  by  Southern  on  the  last  day  of  the  first  moi^th 
when  such  line  of  credit  is  first  used.  Monthly  payments 
during  the  eighth  month  shall  equal  at  least  the  amount  due 
on  the  last  day  of  the  second  month  of  your  use  of  the  line  of 
credit.  The  ninth  month’s  payment  shall  equal  at  least  ihe 
amount  due  on  the  last  day  of  the  third  month,  and  similarly 
for  each  successive  month’s  payment  and  each  amount  cue 
at  the  close  of  the  corresponding  month  six  months  earlier. 
It  is  further  understood  that  the  line  of  credit  used  by  South¬ 
ern  shall  not  exceed  the  total  amount  of  Southern’s  neces¬ 
sary  expenditures  for  major  overhauls  of  engines  during  the 
first  ten  months  of  scheduled  operations  and  that  three  years 
from  the  date  Southern’s  scheduled  operations  begin  all 
moneys  due  Spartan  under  the  line  of  credit  shall  become 
immediately  payable. 
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In  reference  to  onr  discussions  regarding  the  Mississippi 
Valley  Case  routes  for  which  Southern  is  an  applicant,  I  am 
confident  that  when  and  if  additional  credit  is  required  for 
operation  of  such  routes,  we  can  arrange  further  credit 
along  the  above  lines  or  otherwise. 

Sincerely  yours, 

Maxwell  W.  Balfour 
Vice-President 

•  ***#*•••• 
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Stipulation 

For  the  purpose  of  saving  printing  costs  and  facilitating 
the  disposition  of  this  case,  it  is  hereby  stipulated  and 
agreed  between  the  parties  that: 

The  finding  of  fact  contained  in  the  reports  of  the  Ex¬ 
aminer  (pp.  1721-1883  of  the  transcript  of  the  record)  and 
the  Board  (pp.  2496-2536  of  the  transcript  of  record)  re¬ 
lating  to  the  economic  characteristics  of  the  area  embraced 
in  the  Board’s  proceeding,  the  transportation  facilities 
available  in  such  area,  and  the  volume  of  all  classes  and 
forms  of  traffic  moving  between  points  therein,  other  than 
the  ultimate  findings  of  public  convenience  and  necessity, 
are  supported  by  substantial  evidence  of  record  and  are  cor¬ 
rect,  Provided ,  However,  that  any  such  factual  findings  by 
the  Board  which  may  be  contrary  to  the  Examiner’s  find¬ 
ings  shall  be  deemed  to  be  supported  by  substantial  evi¬ 
dence  and  to  be  correct.  It  is  intended  by  this  paragraph 
of  the  stipulation  that  the  issues  of  whether  the  Board  erred 
in  failing  to  find  that  the  public  convenience  and  necessity 
required  a  more  extensive  route  system  than  that  provided 
by  Order  Serial  No.  E-4482  for  the  area  under  consideration 
shall  be  resolved  by  the  Court  from  a  consideration  of  tike 
factual  data  recited  in  the  reports  of  the  Examiner  and  the 
Board  without  the  necessity  of  printing  the  record  materials 
from  which  such  non-controversial  data  was  derived. 


s/  Jerrold  Scoutt 

Attorney  for  Petitioner. 

s/  0.  D.  Ozment, 

Attorney  for  Respondent. 

s/  Cecil  A.  Beasley,  Jr., 

Attorney  for  Intervenor. 


i 


(From  Appendix  to  Southern  Airways  Brief  to  the  Board) 


EXHIBIT  D 


STOCZ  IBlEHRELATlONSgIPS  OF  TRANSCONTINENTAL  BUS  SFSTEJ,  INC.,  UITH  OTHER  SURFACE  CARRIERS 


Atchison,  Topeka  &  Santa  Fe  Railway 
Owns  lOOJL-  of  capital  stock 


Santa  Fe  Trail  Transportation  Co. 
Owns  38jc  of  capital  stock 


American  Liberty  Pipe  Line  Co. 
Owns  67 of  capital  stock 
of 


American  Life  Insurance  Co. 
Owns  335®  of  capital  stock 
of 


Dixie  laotor  Coach  Corporation 
Owns  2673  of  capital  stock 


5est  Coast  Bus  Panhandle  Stages,  Den.  Colo. -Pueblo  Union  Bus  Lines  Tex.  Okla.  &  N.LI. 


Lines,  Ltd. 
(Cont.  owns  155^ 
and  Trans.  85/6 
of  capital  stk. ) 


Inc. 

(Cont.  owns  59* 
and  Trans.  5Qy> 
cf  capital  stock) 


iiotor  Nay,  Inc. 
(Cont.  owns  505» 
of  capital  stock) 


(Cont.  owns  JO70 
of  capital  stock) 


Coaches,  Inc. 
(Cont.  owns  40 
of  capital  stock) 


l 


Safeway  Cab  Co. 
(Trans,  owns  lOOJb 
of  capital  6tock.) 


Rainbow  Coaches,  Inc. 
(Cont.  owns  20^ 
of  capital  etock) 


Sources:  I.C.C.  Report  MC-F-UlOS,  Aug.  19,  I9U9. 

I.C.C.  19^8  Annual  Report  No.  6866  of  Santa  Fe  Trail  Transportation  Co. 
I.C.C.  19^  Annual  Report  No.  JljS  of  Dixie  Liotor  Coach  Corp. 
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5738  Excerpts  from  Southern  Airways  Exhibit  No.  5 
in  Southeastern  States  Case 

INTRODUCTORY  STATEMENT. 

This  exhibit  is  a  brief  history  of  the  Southern  Airways 
Associated  Companies. 

History  of  the  Southern  Airways  Group  of  Associated 

Companies. 

Applicant  is  a  corporation  organized  and  existing  under 
the  laws  of  the  state  of  Delaware,  with  offices  at  901  Pro¬ 
tective  Life  Building,  Birmingham  3,  Alabama.  Its  presi¬ 
dent  and  principal  stockholder,  Frank  W.  Hulse,  is  also 
president  and  principal  stockholder  of  five  other  companies, 
each  of  which  is  engaged  exclusively  in  some  phase  of  areo- 
nautical  activity  in  the  Southeastern  part  of  the  United 
States.  While  these  companies  have  no  legal  connection 
with  one  another,  all  but  one  were  organized  by,  and  all  are 
under  the  personal  supervision  of  Hulse,  and  of  those  per¬ 
sons  who  are  closely  associated  with  him  in  business. 
Through  such  centralized  executive  direction  the  Southern 
Airways  group  of  associated  companies  is  and  has  been 
operated  as  a  coordinated  unit. 

The  names  of  the  companies  in  the  Southern  Airways 
group  and  the  dates  and  states  of  incorporation  of  each  fol¬ 
low: 


Name  of  Company 

Southern  Airways,  Inc. 
Southern  Airways,  Inc. 


Place  and  Date  of 
Incorporation 

Georgia — 1929 
South  Carolina — 1939 


Southern  Airways  Sales  Alabama — 1939 

Company 

Southern  Airways,  formerly  South  Carolina — 1940 
Southern  Aviation  School 
Southern  Airways,  Inc.  Alabama — 1941 

(Formerly  Southern  Avia¬ 
tion  Training  School) 


522 


5739  Southern  Airways,  Inc.,  op  Georgia 

Southern  Airways,  the  Georgia  Corporation,  was  organ¬ 
ized  in  April,  1929,  as  a  Fixed  Base  Operation  to  offer 
character  flights,  student  instruction  and  aircraft  sales  and 
service,  including  airplane  and  engine  overhaul,  to  the  gen¬ 
eral  public.  In  1929  Frank  W.  Hulse,  President  of  applicant 
company,  was  employed  by  Southern  Airways,  Inc.,  of 
Georgia  as  a  mechanic’s  helper.  In  1936  he  and  I.  F.  Jones 
purchased  all  of  the  stock  of  the  company.  Principal  ac¬ 
tivities  of  the  company  during  its  first  several  years  of  ex¬ 
istence  included  sight  seeing  flights,  charter  trips  and  stu¬ 
dent  flying  instruction. 

In  1935  Southern  Airways  opened  a  branch  at  Savannah, 
Georgia,  and  in  1936  a  second  branch  at  Orangeburg,  South 
Carolina.  Both  of  these  branches  were  subsequently  closed 
to  enable  the  company  to  concentrate  upon  a  Fixed  Base 
Operation  which  is  established  during  the  latter  part  of  1937 
at  Greenville,  South  Carolina.  The  Greenville  operation' 
grew  to  such  a  degree  that  in  1939  it  was  decided  to  form 
a  separate  corporation  for  its  operation  and  as  a  result 
Southern  Airways,  Inc.,  of  South  Carolina,  was  formed 
during  that  year.  In  1938  the  Company  contracted  with  the 
City  of  Birmingham,  Alabama,  for  the  fixed  base  operating 
rights  on  the  Birmingham  Municipal  Airport.  Subsequently 
an  Alabama  Corporation,  Southern  Airways  Sales  Com¬ 
pany,  was  formed  which  assumed  this  contract. 

In  May  1939  Southern  Airways  of  Georgia  purchased  the 
assets  of  Eastern  Air  Schools,  a  fixed  base  operation  at  the 
Municipal  Airport,  Atlanta,  Georgia,  which  the  Company 
has  developed  into  a  business  affording  extensive 

5740  civilian  flight  training  facilities,  storage,  engine  and 
plane  overhaul  and  repair.  Aircraft  were  available 

to  the  public  for  charter  and  rental  and  the  Company  was 
active  in  aircraft  sales,  holding  several  sales  agencies.  The 
Company  is  an  approved  C.A.A.  Flying  School  and  holds  a 
C.A.A.  Air  Agency  Certificate. 
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During  the  fall  of  1939  this  Company  participated  i 
first  experimental  C.A.A.  flight  training  program  in 
eration  with  Georgia  Tech.  Contracts  from  C.A.A.  f< 
strument  and  cross  country  courses  followed.  By  January, 
1944,  when  this  program  ended,  Southern  Airways’  Atlanta 
operation  had  given  1048  courses. 

The  Augusta,  Georgia,  operation,  also  conducted  by 
Southern  Airways  of  Georgia,  provided  the  same  type  of 
fixed  base  services  as  those  provided  by  Atlanta.  Before 
the  Augusta  operation  was  closed  due  to  Army  occupation 
of  Daniel  Field  in  July  1942,  this  unit  of  Southern  Airways 
had  trained  a  number  of  students  under  C.A.A.  contract. 

The  Company  early  in  1944  began  construction  of  a 
hangar,  office  and  shop  building  located  on  the  Atlanta 
Municipal  Airport  on  land  leased  for  fifteen  years  from 
the  City  of  Atlanta. 

In  the  latter  part  of  1944  the  operations  at  the  Atlanta 
Airport  were  taken  over  by  Southern  Aviation  School  of 
South  Carolina,  and  the  Georgia  Corporation  became  tem¬ 
porarily  inactive  insofar  as  actual  operations  were  con¬ 
cerned. 

5741  Southern  Airways,  Inc.,  of  South  Carolina 


Southern  Airways,  Inc.,  the  South  Carolina  corporation, 
was  formed  in  November,  1939,  to  assume  the  assets  and 
operations  of  the  rapidly  growing  Greenville,  South  Caro¬ 
lina,  unit  of  Southern  Airways,  Inc.,  of  Georgia. 

In  1939  the  municipal  airport  at  Anderson,  South  Caro¬ 


lina,  was  occupied  by  the  Company  and  services  similar  to 
those  at  Greenville  were  offered.  Both  the  Greenville  and 
Anderson  locations  received  C.A.A.  contracts  during  1939, 
the  Anderson  unit  giving  almost  2,000  Army  indoctrina¬ 
tion  courses  in  cooperation  with  Clemson  College  during 
that  year.  Southern  Airways,  Inc.  in  Greenville  trained 
almost  2,000  students  in  a  program  of  the  same  type  co¬ 
ordinated  with  Furman  University.  In  addition  this  op- 
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eration  was  awarded  an  Army  Glider  School  contract,  one 
of  the  few  civilian  glider  school  contracts  awarded  by  the 
A.A.F.  Approximately  one  thousand  glider  students  re¬ 
ceived  basic  training  under  the  Company’s  instructors  be¬ 
fore  the  Army  discontinued  this  type  of  training. 

In  1942  the  Company  purchased  property  adjacent  to 
the  airport  to  afford  facilities  for  expansion,  and  erected 
a  combination  hangar  and  office  structure  at  a  cost  of  almost 
$100,000.  This  140'  x  200'  building  houses  the  Company’s 
offices,  shops  and  classrooms,  and  provides  28,000  square 
feet  of  storage  space.  The  building  was  occupied  by  the 
Company  in  March,  1943. 

*  •  *  • 

The  Greenville  base  holds  C.A.A.  Air  Agency  Certificates 
for  primary  and  advanced  flight  training  as  well  as  the 
C.A.A.  Approved  Repair  Station  Certificate. 

5742  Southern  Airways,  Inc.,  of  Alabama 

(Formerly  Southern  Aviation  Training  School) 

During  the  middle  of  1941  the  Army  Air  Forces  requested 
Hulse  and  his  associates  to  establish  a  second  primary 
flight  training  school.  For  the  purpose  of  establishing  a 
second  school  Southern  Airways,  Inc.  (formerly  Southern 
Aviation  Training  School)  was  formed  and  began  opera¬ 
tion  of  a  primary  flight  school  at  Decatur,  Alabama. 

•  *  *  * 

The  activities  and  responsibilities  of  Southern  Airways, 
Inc.,  of  Decatur  were  similar  to  those  of  Southern  Air¬ 
ways  in  its  operation  of  the  primary  flight  school  at  Cam¬ 
den,  S.  C.  Its  success  of  operation  and  history  in  other 
respects  closely  paralleled  those  at  Camden. 

•  •  *  # 

When  the  flight  training  program  was  in  operation  the 
company  employed  approximately  500  civilians  of  which 
about  fifty  per  cent  were  instructors  and  maintenance  per¬ 
sonnel.  Summaries  indicating  overall  operating  figures  for 
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both  the  primary  flight  schools  at  Camden,  S.  C.,  and  at 
Decatur,  Ala.,  are  included  on  succeeding  pages  of  t}iis 
exhibit. 

•  •  •  • 

5743  Southern  Airways  Sales  Company  op  Alabama 

This  Alabama  corporation  was  formed  in  1939  and  en¬ 
gaged  in  fixed  base  operations  on  the  municipal  airport  at 
Birmingham,  Alabama,  which  Southern  Airways,  Inc.,  of 
Georgia  was  then  operating  under  a  contract  from  the  Ci.ty 
of  Birmingham.  Emphasis  was  placed  on  repair  facilities 
at  this  base  and  plans  for  a  complete  overhaul  station  were 
realized.  The  Company  at  Birmingham  holds  a  C.A.A. 
Approved  Repair  Station  Certificate  as  well  as  Approved 
School  ratings. 

•  *  #  • 

Since  1939  the  Company  has  participated  in  C.A.A.  Aripy 
training  contracts  in  conjunction  with  Birmingham  South¬ 
ern  College  and  C.  A.  A.  Navy  training  contracts  in  con¬ 
junction  with  Howard  college.  Almost  two  thousand  stu¬ 
dents  received  instruction  during  the  course  of  this  tra  in¬ 
ing. 

This  Company  assumed  operation  of  the  TVA  Airport 
at  Muscle  Shoals,  Alabama,  in  1939  where  a  fixed  base  op¬ 
eration  was  established.  Several  C.A.A.  training  programs 
were  conducted  at  this  operation  before  the  Airport  was 
taken  over  by  the  Army  for  a  basic  training  base. 

•  •  •  • 

The  Company  owns  its  own  shop  equipment  which  in¬ 
cludes  lathes,  drill  presses,  grinders,  milling  machines, 
Magnaflux  and  Zyglo  equipment,  carburetor,  magneto,  and 
engine  testing  machines.  This  overhaul  station  holds  a 
C.A.A.  Air  Agency  Certificate  and  is  one  of  the  most  com¬ 
pletely  equipped  shops  in  the  south. 


526 


5744  Southern  Airways,  Formerly 
Southern  Aviation  School  of  South  Carolina 

In  1940  the  Army  Air  Forces  requested  a  number  of  fixed 
base  operators,  including  Frank  W.  Hulse  and  his  asso¬ 
ciates  to  cooperate  with  it  in  the  operation  of  primary 
flight  training  schools. 

•  *  •  * 

Southern  Aviation  School  as  contractors  with  the  Army 
Air  Forces  assumed  complete  responsibility  for  the  hous¬ 
ing,  flight  instruction,  ground  school  and  feeding  of  Army 
Cadets  assigned  to  the  base.  Army  specifications  provided 
for  60  to  65  hours  of  flight  and  ground  school  instructions. 
Students  also  received  courses  in  meteorology,  theory  of 
flight,  aircraft  and  aircraft  engines,  aircraft  recognition 
and  link  instrument  training.  Both  flight  and  ground  in¬ 
structors  were  employed  by  the  Company,  which  also  sup¬ 
plied  the  maintenance  and  service  for  the  airplanes  used 
at  the  school.  The  average  number  of  planes  in  use  in  this 
connection  over  the  period  of  the  school’s  operation  was 
in  excess  of  one  hundred. 

•  *  *  * 

The  operation  at  Camden  employed  at  one  time  more  than 
six  hundred  civilians;  approximately  50%  of  whom  were 
flight  instructors  or  engine  and  aircraft  overhaul  and  main¬ 
tenance  personnel.  The  total  expenditures  for  plant  im¬ 
provements  and  equipment  were  approximately  $800,000. 

Recognition  of  the  outstanding  record  of  this  school  came 
in  July  1944,  when  Southern  Aviation  School  was  awarded 
the  Certificate  of  Service  Award  by  the  Army  Air  Forces 
Flying  Training  Command. 

5745  In  the  latter  part  of  1944  Southern  Aviation  School 
purchased  the  physical  assets  owned  by  Southern 

Airways  of  Georgia  and  located  at  the  Atlanta  Airport. 
At  the  same  time  Southern  Aviation  School  changed  its 
name  to  Southern  Airways.  Since  purchasing  the  physical 
assets,  the  company  has  offered  and  is  presently  offering 
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at  Atlanta,  aircraft  sales  and  service,  flight  instruction,, 
charter  service  and  is  engaging  in  other  activities  normally 
handled  by  fixed-base  operators. 


Stipulation  Regarding  Incorporation  Into  Record  of  Certain 
Financial  and  Traffic  Reports  of  Selected  Carriers. 

It  was  stipulated  by  all  parties  to  the  proceeding  that 
among  other  material  and  documents,  the  financial  and. 
traffic  reports  of  all  air  carriers  filed  with  the  Civil  Aero¬ 
nautics  Board  were  made  a  part  of  the  record  of  the  Re4 
opened  Mississippi  Valley  Case.  In  1946,  the  form  prej 
scribed  by  the  Board  for  financial  reports  by  carriers  was 
denominated  Form  2780  of  which  only  parts  of  Schedule  1 
are  used  in  this  stipulation.  In  1947,  Form  2780  was  re¬ 
placed  by  Form  41.  This  latter  form  is  the  one  currently 
in  use  by  the  Board.  Only  Schedules  A,  A-6  and  B-7  of 
this  form  are  used  in  this  stipulation. 

Counsel  for  the  respective  parties  hereby  agree  and  stip¬ 
ulate  that  all  information  contained  below  is  an  accurate 
transcription  of  the  information  contained  in  the  various 
companies’  financial  reports  filed  with  the  Civil  Aeronau¬ 
tics  Board  and  are  hereby  made  a  part  of  the  record  of  this 
case  on  appeal. 
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STATISTICS  OF  TOTAL  CURRENT  ASSETS,  TOTAL  CURRENT 
LIABILITIES  AND  PROFIT  AND  LOSS  OF  CERTAIN  TRUNK 
LINE  CARRIERS  FOR  THE  YEARS  1946, 1947  AND  PORTIONS 
OF  THE  YEAR  1950. 


Name  of 
Carrier 

Total  Current 
Assets 

Total  Current 
Liabilities 

Profit  or  Loss 
for  Tear 


Year  1946 — From  Form  2780,  Schedule  1. 

Braniff  Capital  Transcontinental  Western 

Airways  Airlines  Northeastern  &  Western  Air  Airlines 


$2,659,835.17  $6,660,729.71  $1,572,013.22  $17,776,156.27  $4,008,120.31 

2,929,938.61  9,177,553.41  2,121,753.32  21,899,313.38  8,804,635.83 

94,152.71  (2,492,710.34)*  80,315.50  (14,345,371.29)  (901,452.02) 


Name  of 
Carrier 

Total  Current 
Assets 

Total  Current 
Liabilities 

Profit  or  Loss 
for  Year 


Year  1947 — From  Form  41,  Schedule  A. 

Braniff  Capital  Transcontinental  Western 

Airways  Airlines  Northeastern  &  Western  Air  Airlines 


$3,835,433.39  $6,201,767.67 
2,065,170.14  7,208,312.68 

(1,148,761.86)  (2,652,265.36) 


$809,399.45  $21,964,051.08  $3,408,142.40 
2,690,210.65  13,832,069.54  2,354,262.12 

(1,344,986.46)  (8,075,484.96)  (917,190.60) 


First  Quarter  Ending  March  31, 1950 — Form  41,  Schedule  A. 


Name  of 
Carrier 

Total  Current 
Assets 

Total  Current 
Liabilities 

Profit  or  Loss 
for  Tear 


Braniff  Capital  Northeastern  Transcontinental  Western 
Airways  Airlines  Airlines  &  Western  Air  Airlines 


$5,369,125.95  $4,858,922.35 
2,760,035.35  2,629,461.61 

(180,368.22)  (151,901.69) 


$1,600,367.69  $33,722,652.64  $2,330,472.98 
526,516.74  16,811,846.85  2,542,828.66 

(271,132.47)  (1,844,049.41)  (77,224.27) 


A  figure  in  parentheses  indicates  a  loss. 
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Balance  Sheet 
As  at  December  31,  1949 

1303  SOUTHERN  AIRWAYS,  INC. 

(Name  of  Air  Carrier) 


Schedule  A 

Acct.  No.  ASSETS  AMOUNT 

Current  Assets:  $ 

Cash,  working  funds,  and  special  deposits 

1010  Cash _  24,278.08 

1020  Working  fund  advances _  1,850.00 

1030  Special  deposits _  5,961.11 


Marketable  and  short-term  securities : 
1110  United  States  Government  securities- 

1120  Other  securities _ 

1210  Notes  receivable _ 

Current  receivables : 


1220  United  States  Government _  85,921.48 

1230  Foreign  governments _  — 

1240  Traffic _  17,151.92 

1250  Affiliated  companies _  — 

1260  Subscriptions  to  capital  stock _  — 

1270  Interest  and  dividends  receivable -  — 

1290  Other  current  receivables -  8,758.10 

Total  notes  and  accounts  receivable.  111,831.50 

2510  Less:  Reserve  for  bad  debts -  — 

Materials  and  supplies: 

1310  Motor  fuels _  2,747.56 

1320  Lubricating  oils _  2,075.99 

1330  Raw  materials  and  miscellaneous 

supplies _  60,816.95 

1400  Other  current  and  accrued  assets -  — 

Total  current  assets _ 

Investments  and  Special  Funds: 

1510  Investments  in  and  advances  to  affiliates  511.00 


1520  Investments  in  and  advances  to  separately 

operated  divisions -  — 

1530  Investments— other -  — 

1540  Special  funds — uninsured  losses -  — 

1550  Special  funds— other -  — 

Operating  Property  and  Equipment: 

1600  Flight  equipment  (including 

spare  parts) - 365,743.15 

2600  Less:  Reserve  for 

depreciation _ 100,695.69  265,047.46 

1600  Ground  property  and  equip¬ 
ment _ 50,183.30 

2600  Less :  Reserve  for 

depreciation -  6,067.76  44,115.54 

1600  Land -  — 

1600  Construction  work  in  progress -  9,476.00 

1700  Nonoperating  Property  and  Equipment.  121,129.54 

2700  Less :  Reserve  for  depreciation -  42,589.96 

Deferred  Charges: 

1810  Prepayments -  23,007.37 

1820  Long-term  operating  property  prepay¬ 
ments _  — 

1830  Extension  and  development -  135,783.27 

1840  Unamortized  discount  and  expense  on 

debt -  — 

1850  Other  deferred  charges -  172.00 

Intangibles: 

1910  Property  acquisition  adjustment -  — 

1920  Other  intangible  assets -  — 

Capital  Stock  Discount  and  Expense: 

1950  Capital  stock  discount -  — 

1960  Capital  stock  expense -  36,800.88 

Total  Assets _ 


32,089.19 


111,831.60 


65,640.50 

209,5*61.19 


611.00 


318,639.00 

78,539.58 


158,962.64 


36,800.88 

803,014.29 
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Acct.  No.  LIABILITIES  AND  CAPITAL  AMOUNT  TOTAL 


Current  Liabilities:  $  $ 

2010  Notes  payable -  178,912.68 

Accounts  payable : 

2020  General _  196,188.40 

2030  Collections  as  agent _  6,777.10 

2040  Airline  traffic  accounts _  8,647.81 

2050  Affiliated  companies _  —  211,613.31 

2110  Accrued  salaries  and  wages _  4,025.60 

2120  Accrued  interest _  422.97 

2130  Accrued  taxes _  9,404.72 

2140  Dividends  declared _  — 

2150  Air  travel  plan  liability _  — 

2160  Ticket  refund  liability _  — 

2170  Other  current  and  accrued  liabilities _  21,899.72 

Total  current  liabilities _  426,279.00 

Long-Term  Debt: 

2210  Long-term  debt _  155,728.66 

2220  Advances  from  affiliates _  — 

2230  Advances  from  separately  operated 

divisions _  —  155,728.66 

Deferred  Credits: 

2310  Unearned  transportation  revenue _  996.60 

2320  Installments  on  capital  stock _  — 

2330  Unamortized  premium  on  debt _  — 

2340  Other  deferred  credits _  —  996.60 


Operating  Reserves  : 

2410  Reserve  for  aircraft  overhaul _  — 

2420  Reserve  for  engine  overhaul _  — 

2430  Reserve  for  pensions _  — 

2440  Other  operating  reserves _  —  — 

Capital  Stock: 

2810  Preferred  stock — $ _ par  value 

per  share : 

Outstanding - shares -  — 

2820  Preferred  stock — no  par  value: 

Outstanding _ shares _  — 

2830  Common  stock — $3.00  par  value 

per  share: 

Outstanding  164,233%  shares _  492,700.00 

2840  Common  stock — no  par  value: 

Outstanding _ shares -  — 

2860  Capital  stock  subscribed  and  unissued _  —  492,700.00 


Surplus: 

2910  Capital  surplus _  — 

2920  Reserve  for  uninsured  losses _  — 

2930  Other  surplus  reserves _  — 

2940  Unappropriated  earned  surplus _  (6,829.96) 

Profit  or  loss — year  to  date - (265,860.01)  (272,689.97) 

Total  Liabilities  and  Capital _  803,014.29 
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1661  Construction  Work  in  Progress .  714.32  8,761.68  8,476.00  .  9,476.00  1661 

Total  Operatino  Property  and  Equipment .  $323,878.04  $101,524.41  425,402.45  106,763.45  318,639.00 
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SOUTHERN  AIRWAYS,  INC. 

PAY  ROLL  ANALYSIS 
Quarter  Ended  December  31,  1949 

Schedule  B-7 


Compensation  Per 
Annum  at  Regular 
Rates  of  Pay 


Average 

Number  of  Total  All 

Annual 

Line 

Acct. 

Description 

Emplovees  Employees 

Salary 

No. 

No. 

(1) 

(2) 

(3) 

(4) 

1 

5123 

Pilots  and  copilots  . 

...  33 

154,560.00 

4,683.63 

2 

5124 

Other  flight  personnel  . 

•  •  •  •  • 

•  •  .  . 

.... 

3 

6121 

General  officers  and  superintendents  . . . . 

4 

27,600.00 

6,900.00 

4 

6122 

Local  managers  and  superintendents . 

...  19 

48,360.00 

2,545.26 

5 

6129 

Ground-service  employees  . 

3 

11,711.92 

3,903.97 

6 

6130 

Communications  operators,  meteorologists, 

and 

dispatchers  . 

7 

20,580.00 

2,940.00 

7 

6135 

Other  employees  . 

0 

•  •  •  M 

4,320.00 

2,160.00 

8 

6221 

General  officers  and  superintendents . 

1 

5,700.00 

5,700.00 

9 

fiOOO 

Vwww 

Local  managers  and  superintendents . 

0 

•  •  •  M 

8,880.00 

4,440.00 

10 

6229 

Ground-service  emplovees  . 

1 

2,194.92 

2,194.92 

11 

6231 

Stock  and  stores  employees  . 

■  •  •  •  • 

•  .  .  • 

.... 

12 

6235 

Other  employees  . 

1 

3,300.00 

3,300.00 

13 

6321 

General  officers  and  superintendents  . 

•  •  •  • 

•  •  •  • 

14 

6322 

Local  managers  and  superintendents . 

.... 

•  •  •  • 

15 

6324 

Other  flight  personnel  . 

...  ie 

32,100.00 

2,006.25 

16 

6329 

Ground-service  employees  . 

■  ■  •  • 

.... 

17 

6335 

Other  employees  . 

•  •  •  • 

.... 

18 

6421 

General  officers  and  superintendents  . 

3 

15,300.00 

5,100.00 

19 

6422 

Local  managers  and  superintendents  .... 

•  •  •  • 

.  .  •  ■ 

20 

6429 

Ground-service  employees  . 

•  •  •  • 

.  .  •  • 

21 

6430 

Communications  operators,  meteorologists, 

and 

dispatchers  . 

•  •  •  •  • 

.... 

•  •  •  . 

22 

6432 

Ticket  agents  and  reservations  personnel. 

...  42 

83,160.00 

1,980.00 

23 

6433 

Agents  and  solicitors  . 

5 

7,800.00 

1,560.00 

24 

6435 

Other  employees  . 

3 

5,820.00 

1,940.00 

25 

6521 

General  officers  and  superintendents . 

«  •  •  •  • 

•  •  *  t 

•  •  •  • 

26 

6522 

Local  managers  and  superintendents . 

•  •  •  •  • 

•  •  •  • 

•  •  •  • 

27 

6529 

Ground-service  employees  . 

•  •  •  •  • 

■  •  •  • 

.... 

28 

6535 

Other  employees  . 

1 

3,300.00 

3,300.00 

29 

6621 

General  officers  and  superintendents . 

2 

19,200.00 

9,600.00 

30 

6622 

Local  managers  and  superintendents . 

0 

■  •  •  M 

8,400.00 

4,200.00 

31 

6629 

Ground-service  employees  . 

1 

2,040.00 

2,040.00 

32 

6635 

Other  employees: 

33 

Personnel  department  . 

•  •  •  •  « 

.... 

.  .  *  • 

34 

Treasury  and  accounting  . 

...  10 

23,820.00 

2,382.00 

35 

Purchasing  . 

1 

1,560.00 

1,560.00 

36 

Legal  . 

1 

25.00 

25.00 

37 

Other  . 

1 

2,280.00 

2,280.00 

38 

Mechanics*  . 

12 

37,978.20 

3,164.85 

39 

Total  . 

. . . .  173 

529,990.04 

3,063.53 

*  Compensation  to  be  shown  in  column  3  shall  represent  the  total  mechanics  *  wages 
chargeable  to  all  accounts,  including  amounts  for  unallocated  shop  labor  in  account  6228  and 
amounts  capitalized. 
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Balance  Sheet 
As  at  March  31,  1950 


TOTAL 

$ 


65,63l|-80 


—  300,000.00 


,404. 


—  124,404.24 


75,030.63 

565,07^.67 


SOUTHERN  AIRWAYS,  INC. 

(Name  of  Air  Carrier) 

Schedule  A 

Acct.  No.  ASSETS  AMOUNT 

Current  Assets:  $ 

Cash,  working  funds,  and  special  deposits 

1010  Cash _  55,778.08 

1020  Working  fund  advances _  3,788.00 

1030  Special  deposits _  6,065.72 

Marketable  and  short-term  securities : 

1110  United  States  Government  securities^  300,000.00 

1120  Other  securities _ 

1210  Notes  receivable _  3,700.00 

Current  receivables : 

1220  United  States  Government _  92,883.21 

1230  Foreign  governments _  — 

1240  Traffic _  23,237.70 

1250  Affiliated  companies _  — 

1260  Subscriptions  to  capital  stock _  — 

1270  Interest  and  dividends  receivable _  — 

1290  Other  current  receivables -  4,583.33 

Total  notes  and  accounts  receivable.  124,404.24 

2510  Less:  Reserve  for  bad  debts _ 

Materials  and  supplies  : 

1310  Motor  fuels _  4,546.08 

1320  Lubricating  oils -  2,661.83 

1330  Raw  materials  and  miscellaneous 

supplies _  67,831.72 

1400  Other  current  and  accrued  assets _ 

Total  current  assets - 

Investments  and  Special  Funds  : 

1510  Investments  in  and  advances  to  affiliates  511.00 

1520  Investments  in  and  advances  to  separately 

operated  divisions -  — 

1530  Investments — other -  — 

1540  Special  funds — uninsured  losses -  — 

1550  Special  funds — other -  — 

Operating  Property  and  Equipment: 

1600  Flight  equipment  (including 

spare  parts) -  421,128.47 

2600  Less :  Reserve  for 

depreciation - 134,678.46  286,450.01 

1600  Ground  property  and 

equipment -  181,799.35 

2600  Less :  Reserve  for 

depreciation _  54,963.29  126,836.06 

1600  Land -  — 

1600  Construction  work  in  progress -  7,487.26 

1700  Nonoperating  Property  and  Equipment.  — 

2700  Less :  Reserve  for  depreciation -  — 

Deferred  Charges  : 

1810  Prepayments -  18,761.71 

1820  Long-term  operating  property  prepay¬ 
ments _  — 

1830  Extension  and  development -  120,275.48 

1840  Unamortized  discount  and  expense  on 

debt -  — 

1850  Other  deferred  charges -  4,236.49 

Intangibles: 

1910  Property  acquisition  adjustment -  — 

1920  Other  intangible  assets -  — 

Capital  Stock  Discount  and  Expense: 

1950  Capital  stock  discount -  — 

I960  Capital  stock  expense -  32,384.79  32,384.79 

Total  Assets -  1,162,018.47 


511.00 


420,773.33 


143,2' 


3.68 
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Schedule  A 

Acct.  No.  LIABILITIES  AND  CAPITAL  AMOUNT  TOTAL 

Current  Liabilities:  $  $ 

2010  Notes  payable _  195,188.32 

Accounts  payable: 

2020  General _  99,077.10 

2030  Collections  as  agent _  9,326.57 

2040  Airline  traffic  accounts _  10,447.57 

2050  Affiliated  companies _  —  118,851.24 

2110  Accrued  salaries  and  wages _  27,875.80 

2120  Accrued  interest _  1,696.23 

2130  Accrued  taxes _  7,009.94 

2140  Dividends  declared _  — 

2150  Air  travel  plan  liability _  — 

2160  Ticket  refund  liability _  — 

2170  Other  current  and  accrued  liabilities _  21,914.86 

Total  current  liabilities _  372,536.39 

Long-Term  Debt: 

2210  Long-term  debt _  559,385.58 

2220  Advances  from  affiliates _  — 

2230  Advances  from  separately  operated 

divisions _  —  559,385.58 

Deferred  Credits: 

2310  Unearned  transportation  revenue -  1,383.60 

2320  Installments  on  capital  stock _  — 

2330  Unamortized  premium  on  debt _  — 

2340  Other  deferred  credits _  —  1,383.60 


Operating  Reserves: 

2410  Reserve  for  aircraft  overhaul _  — 

2420  Reserve  for  engine  overhaul _  — 

2430  Reserve  for  pensions _  — 

2440  Other  operating  reserves _  —  — 

Capital  Stock  : 

2810  Preferred  stock — $ - par  value 

per  share : 

Outstanding - shares -  — 

2820  Preferred  stock — no  par  value : 

Outstanding - shares -  — 

2830  Common  stock — $ _ par  value 

per  share: 

Outstanding _ shares -  492,700.00 

2840  Common  stock — no  par  value : 

Outstanding - shares _  — 

2860  Capital  stock  subscribed  and  unissued —  —  492,700.00 


Surplus: 

2910  Capital  surplus -  — 

2920  Reserve  for  uninsured  losses _  — 

2930  Other  surplus  reserves _  — 

2940  Unappropriated  earned  surplus - (277,106.06) 

Profit  or  loss — year  to  date -  13,118.96  (263,987.10) 

Total  Liabilities  and  Capital _  1,162,018.47 
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SOUTHERN  AIRWAYS,  INC.  20 

PAY  ROLL  ANALYSIS 

Quarter  Ended  March  31,  1950  Schedule  B-7 

Compensation  Per 
Annum  at  Regular 
Rates  of  Pay- 

Average 

Number  of  Total  All  Annual 


Line 

Acct. 

Description 

Employees 

Employees 

Salary 

No. 

No. 

(1) 

(2) 

(3) 

(4) 

1 

5123 

Pilots  and  copilots  . 

...  31 

157,320.00 

5,074.84 

2 

5124 

Other  flight  personnel  . 

•  •  •  ■  • 

•  •  •  • 

•  •  •  • 

3 

6121 

General  officers  and  superintendents . 

4 

29,100.00 

7,275.00 

4 

6122 

Local  managers  and  superintendents . 

...  19 

51,180.00 

2,693.68 

5 

6129 

Ground-sendee  employees  . 

4 

9,355.84 

2,338.96 

6 

6130 

Communications  operators,  meteorologists, 

and 

dispatchers  . 

7 

21,900.00 

3,128.57 

7 

6135 

Other  employees  . 

0 

•  •  •  w 

4,380.00 

2,190.00 

8 

6221 

General  officers  and  superintendents . 

1 

6,300.00 

6,300.00 

9 

6222 

Local  managers  and  superintendents . 

2 

9,060.00 

4,530.00 

10 

6229 

Ground-service  employees  . 

4 

9,355.84 

2,338.96 

11 

6231 

Stock  and  stores  emplovees  . 

9 

20,940.00 

2,326.67 

12 

6235 

Other  employees  . 

4 

9,420.00 

2,355.00 

13 

6321 

General  officers  and  superintendents . 

•  •  •  • 

•  •  •  • 

14 

6322 

Local  managers  and  superintendents . 

■  •  ■  • 

•  •  •  • 

15 

6324 

Other  flight  personnel  . 

ii 

29,220.00 

2,087.14 

16 

6329 

Ground-service  employees  . 

•  •  •  • 

•  •  •  t 

17 

6335 

Other  employees  . 

•  •  •  • 

•  •  •  ■ 

18 

6421 

General  officers  and  superintendents . 

3 

15,600.00 

5,200.00 

19 

6422 

Local  managers  and  superintendents . 

•  •  •  • 

•  *  •  • 

20 

6429 

Ground-service  employees  . 

•  •  •  • 

m  m  m  m 

21 

6430 

Communications  operators,  meteorologists, 

and 

dispatchers  . 

•  •  •  .  . 

•  •  •  • 

m  •  •  • 

22 

6432 

Ticket  agents  and  reservations  personnel  . 

...  37 

76,380.00 

2,064.32 

23 

6433 

Agents  and  solicitors . 

6 

10,800.00 

1,800.00 

24 

6435 

Other  employees  . 

4 

7,800.00 

1,950.00 

25 

6521 

General  officers  and  superintendents . 

m  m  m  mm 

■  •  •  • 

•  •  •  • 

26 

6522 

Local  managers  and  superintendents . 

•  •  •  •  • 

•  •  •  • 

9  9  9  9 

27 

6529 

Ground-service  employees  . 

•  •  •  •  • 

•  •  •  • 

m  m  m  m 

28 

6535 

Other  employees  . 

1 

3,300.00 

3,300.00 

29 

6621 

General  officers  and  superintendents . 

3 

26,400.00 

8,800.00 

30 

6622 

Local  managers  and  superintendents . 

1 

3,900.00 

3,900.00 

31 

6629 

Ground-service  employees  . 

1 

2,040.00 

2,040.00 

32 

6635 

Other  employees: 

33 

Personnel  department  . 

•  •  •  •  • 

•  •  •  • 

•  •  •  • 

34 

Treasury  and  accounting  . 

...  10 

25,500.00 

2,550.00 

35 

Purchasing . 

•  •  •  .  . 

■  •  •  • 

•  •  •  • 

36 

Legal  . 

1 

25.00 

25.00 

37 

Other  . 

•  •  •  mm 

•  •  •  • 

•  •  •  • 

38 

Mechanics* . 

...  42 

149,353.60 

3,556.04 

39 

Total  . 

....  210 

678,630.28 

3,231.57 

*  Compensation  to  be  shown  in  column  3  shall  represent  the  total  mechanics  *  wages 
chargeable  to  all  accounts,  including  amounts  for  unallocated  shop  labor  in  account  6228  and 
amounts  capitalized. 
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Stipulation  Regarding  Prospectus  of  Southern  Airway^. 

For  the  purpose  of  saving  printing  costs  and  facilitati: 
the  disposition  of  this  case,  it  is  hereby  stipulated  a: 
agreed  between  the  parties  that  the  following  represents  an 
accurate  summary  of  the  prospectus,  not  the  figures  quoted 
from  the  prospectus  are  as  they  appear  on  p.  11  of  the 
prospectus,  and  that  the  facts  concerning  the  sale  of  the 
securities  are  true. 

Pursuant  to  agreement  of  Counsel,  there  was  made  a 
part  of  the  record  in  this  proceeding  a  eopy  of  the 
Prospectus  of  Southern  Airways  dated  May  3,  1949, 
which  provided  for  the  issuance  and  sale  of  100,000  ad¬ 
ditional  shares  of  the  common  capital  stock  of  Southe  rn 
Airways,  Inc.  of  the  par  value  of  $3.00  per  share.  This 
stock  was  sold  to  the  public  at  the  price  of  $3.00  per  sha  re 
and,  after  underwriting  commissions  of  45^,  netted  to  the 
Company  $2.55  per  share  or  a  total  of  $255,000.  The  Pros¬ 
pectus  was  issued  by  the  investment  banking  firms  of  Marx 
&  Co.  (44  Wall  Street,  New  York  5,  New  York  and  Brown 
Marx  Building,  Birmingham  3,  Alabama)  and  Carlson  & 
Co.  (Woodward  Building,  Birmingham  3,  Alabama). 

Among  other  things,  the  Prospectus  showed  the  follow¬ 
ing: 


“Proceeds  of  Financing 

It  is  anticipated  that  the  funds  derived  from  this 
financing  will  be  used  approximately  as  follows : 


Aircraft  . $  50,000.00 

Spare  Parts .  40,000.00 

Pre-Operational  Expenses .  50,000.00 

Radio  Equipment .  9,000.00 

Ground  Equipment .  6,000.00 

Working  Capital  .  100,000.00 


$255,000.00 
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Capitalization 

The  capitalization  of  the  Company  upon  completion  of 
this  financing  and  the  sale  of  the  total  of  100,000  shares  of 
Common  Stock,  will  be  as  follows: 

Common  Stock  Authorized  Outstanding 

Number  of  Shares — 

$3.00  par  value .  250,000.00  164,233.33 

Amount  . $750,000.00  $492,700.00  ” 

“EXCERPTS  FROM  THE  REPORT  OF  THE  EXAM¬ 
INERS  IN  THE  ORIGINAL  MISSISSIPPI  VAL¬ 
LEY  CASE,  C.A.B.  DOCKET  NO.  548  ET  AL.  (pp. 
61-62) 

“It  is  clear  that  the  proposed  air  operations  would  be 
controlled  by  surface  carriers  and  that  their  certification 
would  place  under  single  company  control  the  major  por¬ 
tion  of  air,  rail,  and  motor  transportation  in  the  area 
sought.  *  *  • 

“It  is  claimed  that  a  new  type  service  would  be  offered 
giving  the  public  an  opportunity  to  travel  partly  by  air 
and  partly  by  rail  or  bus.  However,  such  a  combination 
service  does  not  necessarily  have  to  be  performed  under 
the  sponsorship  of  surface  carriers  since  it  could  be  made 
available  to  the  public  through  working  arrangements 
between  air  and  surface  carriers  operating  under  inde¬ 
pendent  managements.  There  is  nothing  in  the  record 
which  would  justify  the  conclusion  that  these  surface  car¬ 
riers  could  or  would  operate  their  proposed  air  routes  in 
such  manner  as  to  serve  the  public  better  than  if  operated 
by  an  independent  air  carier.  Actually,  greater  effort  and 
the  exercise  of  managerial  ingenuity  may  be  expected  from 
an  independent  local  air  operator  whose  continuation  in 
the  transportation  business  will  be  dependent  upon  suc¬ 
cessful  development  of  traffic.  Operation  of  the  service  of 
both  surface  and  air  service  directly  or  indirectly  under 
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the  single  control  of  these  companies  would  appear  not 
only  to  eliminate  competition  through  unity  of  manage¬ 
ment  over  the  different  modes  of  transportation  but  als|o  to 
afford  them  a  competitive  advantage  over  independent)  air 
carriers  as  well  as  other  surface  carriers  in  the  areas  they 
serve. 

“The  record  shows  that  use  of  aircraft  by  the  surface 
carrier  applicants  herein  would  not  facilitate  their  present 
operations  as  an  integral  part  thereof  but,  on  the  contrary, 
their  use  would  be  devoted  to  a  separate  operation  a^  an 
alternate  means  of  transportation  to  the  surface  services.,, 

Southern  Airways  Exhibit  6 

(From  Southeastern  States  Case) 

5748  Introductory  Statement 

This  exhibit  consists  of  statements  of  the  education  and 
experience  of  persons  who  will  be  responsible  for  the  man¬ 
agement  and  direction  of  the  operations  of  Southern  Air¬ 
ways,  Inc.,  the  applicant. 

The  statements  included  are : 


NAME 

PAGE 

F.  W.  Hulse 

2 

I.  F.  Jones 

4 

W.  F.  Underwood 

6 

B.  M.  Cornell 

8 

T.  A.  Mott 

10 

J.  C.  Leach 

12 

I.  R.  Ball 

13 

Chambliss  Keith 

15 

5749  Frank  W.  Hulse 

President 

Frank  W.  Hulse  was  born  in  North  Augusta,  South  Caro¬ 
lina,  in  1912.  He  attended  public  schools  in  Augusta,  Georgia, 
and  entered  Georgia  Tech  in  August,  1931,  where  he  gradu¬ 
ated  in  1934  with  a  B.  S.  degree. 
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His  aviation  career  began  in  1927  when  he  took  flying 
lessons  at  Daniel  Field,  Augusta,  Georgia,  and  when,  soon 
thereafter,  he  was  employed  at  the  airport.  After  obtaining 
his  pilot’s  license  in  1929  and  becoming  assistant  manager 
of  the  airport,  his  career  in  aviation  was  suspended  while 
he  attended  Georgia  Tech.  After  graduation  in  1934,  Hulse 
returned  to  Augusta  and  his  former  job  as  assistant  airport 
manager.  Within  the  year  he  had  become  airport  manager 
and  in  addition  had  assumed  the  duties  of  Airlines  Station 
Manager  for  Delta  Airlines. 

Southern  Airways,  Inc.,  of  Georgia,  had  been  formed  in 
1929  and  was  operating  at  Daniel  Field  where  Hulse  was 
employed.  In  January,  1936  Hulse  acquired  an  interest  in 
the  company,  and  was  elected  Secretary-Treasurer.  Later 
that  year,  Hulse  and  his  associates,  I.  F.  Jones,  purchased 
controlling  interest  in  Southern  Airways  and  Hulse  became 
its  President. 

As  Station  Manager  for  Delta,  Airport  Manager  of  Daniel 
Field  and  President  of  Southern  Airways,  Hulse ’s  duties 
included  flight  instruction ;  piloting  charter  trips ;  handling 
of  reservations,  ticket  sales,  and  ground  service  for  Delta 
Airlines;  supervision  of  the  radio  station;  traffic  promo¬ 
tional  work;  and  engine  and  aircraft  overhaul.  Sales  ex¬ 
perience  resulted  from  factory  distributorships  handled  by 
the  company. 

Late  in  1938  Southern  Airways  of  Georgia  signed  a  con¬ 
tract  with  the  City  of  Birmingham,  Alabama,  for  the  Fixed 
Base  Operating  Rights  at  the  Birmingham  Municipal  Air¬ 
port,  bringing  to  five  the  number  of  airports  the  associated 
companies  in  the  Southern  Airways  group  was  operating. 
Hulse  resigned  from  Delta  Airlines  in  1939  and  moved  his 
residence  to  Birmingham  to  supervise  establishment  of  this 
operation.  Soon  thereafter,  Southern  Airways,  Inc.,  an 
Alabama  corporation,  was  formed  to  take  over  from  the 
Georgia  company  the  Birmingham  operation.  In  1939 
5750  Hulse  and  his  associates  bought  the  assets  of  Eastern 
Air  Schools  at  the  Municipal  Airport  in  Atlanta, 
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Georgia.  After  the  development  of  this  base  into  an  opera¬ 
tion  of  considerable  size  Southern  Airways  became  the  larg¬ 
est  Fixed  Base  Operation  in  the  south,  with  operations  at  £ix 
airports :  Birmingham,  Alabama ;  Atlanta,  Georgia ;  Green¬ 
ville,  South  Carolina ;  Anderson,  South  Carolina ;  Augusta, 
Georgia ;  and  Muscle  Shoals,  Alabama.  In  1939  Hulse  con¬ 
tracted  with  CAA  for  CPT  programs  at  all  six  operations. 

The  State  of  Alabama  took  official  recognizance  of  Hulse’s 
ability  on  December  9, 1939,  when  Governor  Frank  M.  Dixon 
appointed  him  a  member  of  the  Alabama  Aviation  Com¬ 
mittee  on  which  body  he  is  still  serving. 

In  October,  1940,  he  went  on  active  duty  with  the  U.  S. 
Army  Air  Corps  as  a  First  Lieutenant  and  served  until 
early  in  1941  when  the  AAF  requested  experienced  Fixed 
Base  Operators*  assistance  in  setting  up  the  Army’s  Pilot 
Training  Program.  Hulse  was  released  from  active  duty 
and  with  his  associates  formed  late  in  1940  Southern  Avia¬ 
tion  School  of  South  Carolina  to  cooperate  with  the  AAF 
in  its  training  program.  In  1941  the  Army  requested  Hulse 
to  open  another  primary  school.  Decatur,  Alabama,  was 
chosen  as  the  site  for  the  school  and  Hulse  left  the  Southern 
Aviation  School  at  Camden  in  the  hands  of  I.  F.  Jones  and 
T.  A.  Mott,  Jr.,  and  moved  to  Decatur  in  August.  The  school 
was  ready  for  and  received  its  first  class  of  Army  Cadets 
in  October,  1941. 

In  addition  to  the  duties  as  a  member  of  the  Alabama 
Aviation  Commission,  Mr.  Hulse  is  active  in  the  Aeronau¬ 
tical  Training  Society,  and  is  a  member  of  the  National 
Aeronautic  Association  and  the  National  Aviation  Training 
Association. 

During  a  recent  speech  on  the  floor  of  the  House  of  Rep¬ 
resentatives  in  which  he  discussed  the  establishment  of 
primary  flight  schools  throughout  the  United  States  by 
private  contractors  and  the  personalities  of  some  of  the  men 
who  organized  these  schools,  Representative  John  Spark¬ 


man  said  of  Frank  Hulse : 
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“  Frank  Hulse  began  flying  in  1928  and  has  devoted 
himself  to  aviation  ever  since. — He  knows  not  only  the 
theory,  but  the  practice  of  aviation. — In  1941  when  it 
became  apparent  that  more  schools  would  be  needed, 
Frank  Hulse  stepped  forward  to  do  his  part  of  the  job. 
— I  know  that  these  men  who  in  the  years  before  did  a 
top  civilian  training  job  and  who  have  done  the  Army 
contract  flying  school  job,  merit  consideration  for  doing 
whatever  civilian  or  military  flying  training  job  that  the 
nation  requires.” 

5751  I.  F.  Jones 

V ice-Pbesident 

Acting  Vice-President  in  Charge  of  Operation 
Member  of  Board  of  Directors 

I.  F.  Jones  was  born  in  Burke  County  Georgia  in  1901, 
and  was  educated  in  public  schools  near  and  in  Augusta, 
Georgia.  He  attended  Georgia  Tech  in  Atlanta  and  upon 
leaving  college  returned  to  Augusta  where  he  engaged  in 
the  automobile  business,  becoming  sales  manager  of  the 
Walker  Durant  Motor  Company  in  1934. 

The  next  year  Jones  learned  to  fly  and  purchased  his  own 
airplane.  In  1936  he  was  elected  Vice-President  of  Southern 
Airways,  Inc.,  the  Georgia  Corporation,  engaged  in  fixed 
base  operations.  In  1937  he  went  to  Greenville,  South  Caro¬ 
lina,  as  Manager  of  the  Greenville  Municipal  Airport,  one 
of  the  airports  operated  and  managed  by  Southern  Airways 
of  Georgia.  The  Greenville  operation  provided  sales,  serv¬ 
ice,  flight  training  and  charter  trips  to  the  public. 

Southern  Airways,  Inc.,  of  South  Carolina,  was  organ¬ 
ized  in  1939  to  perform  fixed  base  operations,  and  Jones  was 
elected  Vice-President  and  General  Manager.  This  same 
year  that  company  was  awarded  a  CAA  civilian  pilot  train¬ 
ing  contract  at  its  bases  in  Greenville  and  Anderson,  South 
Carolina.  During  this  period  Jones  personally  performed 
the  duties  of  instructor,  mechanic,  and  airport  executive. 
In  addition  to  actual  flying,  all  phases  of  sales,  service,  re- 


543 


pair,  charter,  and  flight  instruction  came  within  the  field  of 
his  personal  experience.  As  Southern  Airways  of  Georgia 
and  South  Carolina  continued  to  expand,  he  assumed  execu¬ 
tive  supervision  over  their  operations. 

Late  in  1940  Jones  and  his  associates  formed  Southpm 
Aviation  School  to  engage  in  Army  Pilot  Primary  Training 
under  contract  with  the  Army  Air  Forces,  with  Frank  W. 
Hulse  as  President  and  Jones  as  Vice-President.  In  Octo¬ 
ber  1941  Jones  assumed  full  responsibility  for  Southern 
Aviation  School,  freeing  Hulse  to  manage  the  South  am 
Aviation  Training  School  which  Hulse  and  Jones  had 
formed  at  Decatur,  Alabama,  to  conduct  a  primary  flight 
school  under  contract  with  the  AAF. 

As  Vice-President  and  General  Manager  of  the  Carolina 
operations,  Jones  had  under  his  supervision  more  than  six 
hundred  civilian  employees  and  was  required  to  keep  in  con¬ 
stant  operation  some  two  hundred  airplanes.  Under  his 
supervision  thousands  of  Army  pilots  received  their 
5752  primary  training.  Jones  recently  assumed  charge  of 
the  Atlanta  Southern  Airways  unit  and  supervised 
completion  of  Southern  Airways’  new  hangar  and  offices 
at  the  Atlanta  Municipal  Airport;  he  is  now  engaged  in 
directing  the  management  of  the  company’s  operating  bases 
in  Atlanta,  Greenville,  and  Charlotte. 

Jones  holds  CAA  Commercial  Certificate  No.  33368  vith 
instrument  and  multi-engine  ratings.  He  was  commissioned 
in  the  Army  Air  Corps  Reserve  August,  1939,  as  a  rated  air¬ 
plane  pilot.  He  has  approximately  3,000  hours  flying  ex¬ 
perience  and  is  an  active  member  of  the  National  Aeronau¬ 
tic  Association,  National  Aviation  Trade  Association  and 
Aeronautical  Training  Society. 

Jones  will  serve  as  Operations  Manager  for  the  company 
in  the  event  that  the  company  starts  flight  operation  before 
W.  F.  Underwood  is  released  from  active  military  serv- 
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Southern  Airways  Exhibit  8 

{From  Southeastern  States  Case) 

5767  Introductory  Statement 

This  exhibit  is  designed  to  show  facilities,  equipment, 
and  personnel  of  the  associated  companies  in  the  Southern 
Airways’  group.  Included  at  page  2  are  lists  of  the  total 
number  of  mechanics,  pilots,  and  other  personnel,  as  well 
as  list  of  equipment.  Pages  3  through  6,  inclusive,  contain 
photographs  of  facilities  and  equipment.  A  copy  of  the 
September,  1944  issue  of  the  “Southernaire,”  a  monthly 
publication  issued  by  the  associated  group  of  Southern  Air¬ 
ways’  companies,  is  also  included.  The  September,  1944, 
issue,  although  not  the  current  one,  is  included  because  it  is 
a  Directory  Edition  and  contains  data  on  personnel,  facili¬ 
ties  and  equipment. 

5768 

PERSONNEL  EMPLOYED  AND  EQUIPMENT  OWNED 
BY  THE  ASSOCIATED  COMPANIES  AS  OF  APRIL  1, 

1945 

Administrative  Personnel  : 

Executive _ 15  Office  and  Clerical _ 28 

(11  hold  commercial  pilots  license) 

Flight  and  Maintenance  Personnel  : 

Chief  Engineers _  1  Mechanics  and  Helpers— 184 

Chief  Inspectors _  1  Bldg.  &  Grounds 

Supt.  of  Maintenance _  4  Employees  _ 40 

Pilots _ 18  Total _ 291 

Hangars  and  Aircraft  : 

Hangars  _ 9*  Aircraft - 60 

(Total  available  space — 150,000  Sq  Ft) 


*  7  of  the  hangars  are  not  owned  but  are  leased  by  the  associated  com¬ 
panies  from  other  persons. 
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Shop  Equipment  : 

Magnaflux  machines _ 

Zyglo  machines _ 

Metal  shops - 

Woodworking  shops _ 

Compressors  _ 

Metal  milling  machine _ 

Drill  presses _ 

Paint  sprayers _ 

Time  recorders _ 

Hoists  - 

Jacks  _ 

Metalizing  units _ 

Demetalizer _ 


2  Scintilla  magneto  tools— 

2  Planers  &  joiners _ 

1  Sand  blast  machines - 

4  Electric  welders _ 

4  Lathes  16"  x  34"  wood _ 

1  Lathes  16"  x  18"  metal _ 

2  Lathe  grinder _ 

4  Aircraft  scales _ 

4  Grinder  (Heald) _ 

3  Magneto  charger _ 

3  Cleaning  tanks - 

1  Propeller  equipment _ 

1 


2 

1 

2 

3 

1 

1 

1 

3 
1 
1 
1 

4 


General : 

Burroughs  Bookkeeping  Road  scraper 


Machine -  1  Tractors  _ 

Field  roller _  1  Autos  &  Trucks _ 

**#*##••• 
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Mississippi  Valley-Southeastern  States  Case 
Docket  Nos.  548  and  501,  et  al. 
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PO  Exhibit  No.  2 


STATEMENT  OF  THE  POST  OFFICE  DEPARTMENT 
WITNESS  SPONSORING  EXHIBIT  NOS.  3  AND  4 

A  study  of  the  postal  needs  at  each  new  point  for  wl|ich 
air  service  is  proposed  by  applicants  in  this  proceeding  fias 
been  made  to  determine  whether  or  not  the  proposed  sendee 
is  required  by  the  Postal  Service. 

In  determining  the  postal  needs  the  following  factors 
were  considered : 
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(1)  The  volume  of  air  mail  at  the  respective  points. 

(2)  The  existing  transportation  available  at  each  point. 

(3)  The  general  proximity  of  each  point  to  cities  now 

certificated  for  air  service. 

(4)  The  probable  benefits  which  could  be  given  the  postal 

service  by  new  feeder  air  lines. 

(5)  The  probable  cost  to  the  Government  in  mail  pay  if 

new  service  to  points  not  now  certificated  should 

be  approved  by  the  Board. 

It  is  the  opinion  of  the  Post  Office  Department  that  based 
on  the  above  considerations  the  existing  air-surface  trans¬ 
portation  in  the  subject  area  is  reasonably  adequate  for  the 
needs  of  the  postal  service  at  the  present  time  and  the  air 
service  as  proposed  is  not  required  by  the  needs  of  the  Postal 
Service. 


1902  UNITED  STATES  OF  AMERICA 

CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

In  the  matter  of  the 

Reopened  Mississippi  Valley  and 
Southeastern  States  Cases 

Dockets  Nos.  548  and  501,  et  al. 

Exceptions  of  the  Department  of  Justice  To  the  Report  of  Examiner 

Ferdinand  D.  Moran 

Comes  now  the  United  States  of  America,  an  intervenor 
in  the  Mississippi  Valley  proceeding,  and  files  its  exceptions 
to  the  report  of  Examiner  Ferdinand  D.  Moran,  served 
November  25,  1949,  and  would  make  known  to  the  Board: 

1.  That  the  United  States  intervened  in  the  Mississippi 
Valley  case  and  took  the  position : 

that  if  the  authorization  requested  by  the  Chicago,  Bur¬ 
lington  and  Quincy  Railroad  Company,  Texas  and  Pacific 
Railway  Company,  Missouri  Pacific  Railroad  Company, 
Southern  Bus  Lines,  Inc.,  and  Transcontinental  Bus  Com- 
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pany  was  granted  and  their  wholly-owned  subsidiary  a|ir 
carrier  applications  were  approved,  their  incentive  for  co 
petition  between  these  modes  of  transportation  would 
destroyed ; 

that  Congress,  in  furtherance  of  its  policy  of  competition 
in  the  transportation  field,  has  prohibited  the  control  of  one 
form  of  transportation  by  another  except  under  very 
limited  conditions  and  provisions  as  expressed  by  the  anti¬ 
trust  laws  and  the  laws  regulating  transportation ; 

that  control  of  surface  and  air  carriers  by  the  same  com¬ 
pany  in  the  same  area  is  not  in  the  public  interest  and 
1903  that  such  applications  should  be  denied. 

2.  That  the  Examiner  in  said  Mississippi  Valley 
case  found  that  the  wholly-owned  subsidiaries  of  the  above- 
mentioned  railroads  and  bus  companies  would  be  operating 
an  alternative  rather  than  an  auxiliary  or  supplemental 
air  carrier  service  under  the  same  control  and  management 
as  that  of  said  railroads  and  bus  companies;  that  such 
combined  surface  and  air  carrier  operation  would  appear 
not  only  to  eliminate  competition  through  unity  of  ma|n- 
agement  over  the  different  modes  of  transportation  but 
would  afford  such  combinations  a  competitive  advantage 
over  independent  air  carriers  as  well  as  surface  carriers 
in  the  areas  they  serve;  and  that  there  is  nothing  in  the 
record  which  would  justify  the  conclusion  that  these  surface 
carriers  could  or  would  operate  their  proposed  air  routes 


in  such  a  manner  as  to  serve  the  public  better  than  if  oper¬ 
ated  by  an  independent  air  carrier. 

3.  That  on  April  2,  1948  the  Board  reopened  the  pro¬ 
ceedings  in  both  the  Mississippi  Valley  and  Southeastern 
States  cases  for  further  hearing,  reargument  and  recon¬ 
sideration  with  respect  to  the  establishment  of  local  feeder 
service  in  the  states  of  Louisiana,  Mississippi,  Alabama, 
Georgia,  and  to  and  from  Memphis,  Tennessee.  On  Novem¬ 
ber  25,  1949,  the  Examiner  issued  his  report  and  recom¬ 
mended  the  granting  of  a  certificate  to  the  Southern  Bus 
Lines,  Inc.  (now  owned  by  Transcontinental  Bus  Company), 
and  among  his  reasons  therefore  stated : 
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In  this  respect  it  is  significant  that  the  Department 
of  Justice  which  opposed  an  award  to  Southern  Bus 
in  the  original  proceeding  on  the  grounds  of  monopoly 
and  restraint  of  competition  did  not  participate  at  the 
hearing  in  the  reopened  case. 

The  Department  of  Justice  has  not  changed  its  position 
from  that  as  above  stated  in  the  Mississippi  Valley  case. 
The  attorney  who  represented  the  Department  in  the  Missis¬ 
sippi  Valley  case  was  sent  to  Germany  on  War  Department 
business  and  the  next  information  we  had  concerning  this 
matter  was  when  the  above-mentioned  report  of  the 
1904  Examiner  was  recently  called  to  our  attention.  The 
Department  of  Justice  desires  to  except  to  the  state¬ 
ment  of  the  Examiner  above  quoted  and  to  request  the 
Board  to  consider  this  as  a  restatement,  if  necessary,  of  the 
position  of  the  Department  of  Justice  concerning  this 
matter. 

Wherefore,  the  Department  of  Justice  prays  that  its 
exceptions  to  the  report  of  the  Examiner  as  above  stated  be 
allowed  and  the  position  of  the  Department  of  Justice  as 
above  stated  he  sustained,  and  that  the  recommendation  of 
the  Examiner  that  a  temporary  certificate  be  issued  to  the 
Southern  Bus  Lines,  Inc.  be  denied. 

Respectfully  submitted, 

James  E.  Kilday 
William  D.  McFarlane 
Special  Assistants  to  the  Attorney  General. 

Herbert  A.  Bergson 

Assistant  Attorney  General 
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BEFORE  THE 

CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

In  the  Matter  of 


National  Airlines,  Inc.,  and  other  Applicants  for  Certifi¬ 
cates  and  Amendments  of  Certificates  of  Public  Conveni¬ 
ence  and  Necessity,  known  as 

Docket  Nos.  548,  501  et  al. 

The  Reopened  Mississippi  Valley  and 

Southeastern  States  Case 

Amendment  to  Application  II 

To  the  Honorable  Civil  Aeronautics  Board: 

Southern  Bus  Lines,  Inc.,  an  applicant  for  routes  in  the 
Reopened  Mississippi  Valley  and  Southeastern  States  Cases, 
Docket  Nos.  548,  501  et  al.,  respectfully  requests  that  i  ts 
application  be  amended  so  as  to  reflect  its  change  of  corp  o¬ 
rate  name  from  Southern  Bus  Lines,  Inc.  To  Continental 
Southern  Lines,  Inc.  The  corporate  name  was  changed  by 
amendment  to  its  Articles  of  Incorporation  on  October  20, 
1949,  after  all  of  its  stock  had  been  acquired  by  Transcon¬ 
tinental  Bus  System,  Inc.,  and  such  approved  by  the  Inter¬ 
state  Commerce  Commission.  Corporate  structure  ajid 
matters  other  than  above  set  forth  remain  identical. 

Wherefor  Continental  Southern  Lines,  Inc.,  requests  that 
its  application  in  the  above  referred  to  dockets  be  amended 
in  accordance  with  the  aforementioned  request. 

Respectfully  submitted, 

Continental  Southern  Lines,  lire. 

By  /s/  Jerrold  Scoutt 
Jerrold  Scoutt 

Counsel 
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Excerpts  from  Oral  Argument  Before  the  Board. 

By  Mr.  Scoutt : 

Now,  Transcontinental  in  itself  is  controlled  by 

2252  three  groups  of  stockholders,  each  of  which  has  al¬ 
most  an  equal  interest.  One  group  of  stockholders  in 

the  Santa  Fe  Trail  Company,  owned  entirely  by  the  Santa 
Fe  Railroad ;  another  group  of  stockholders  are  the  former 
stockholders  of  Continental  Bus  System;  the  third  group 
former  stockholders  of  Dixie. 

Now,  the  suggestion  has  been  made  in  the  brief  of  South¬ 
ern  Airways  to  the  Board  that  the  parent  company  of  the 
applicant  that  we  are  talking  about  is  controlled  by  a  rail¬ 
road.  That  allegation,  if  it  be  one,  is  untrue  and  I  would 
like  to  present  my  rebuttal  to  it. 

When  Transcontinental  was  originally  created,  the  prob¬ 
lem  of  this  railroad  affiliation  was  raised.  A  citation  of 
the  cases  50  M.  C.  C.  193.  The  Interstate  Commerce  Com¬ 
mission  said,  “The  question  arises  in  connection  with  the 
instant  transactions  whether  following  consummation 
therein  Transcontinental  would  be  affiliated  with  the  rail¬ 
road  so  as  to  make  applicable  the  proviso  of  Section 
5  (2)  (b)  ” 

The  Commission  concluded  in  this  language. 

2253  “The  conclusion  is  not  warranted  on  this  record 
that  Transcontinental  will,  as  a  result  of  the  instant 

transactions,  be  affiliated  with  the  railroad  within  the 
meaning  of  Section  5.” 

That  case  was  appealed  and  on  reconsideration  the  de¬ 
cision  was  affirmed.  This  citation  is  50  M.  C.  C.  305  and 
here  the  Commission  added  these  additional  facts  which 
you  will  not  find  in  the  brief  of  Southern  Airways,  “As 
assurance  of  the  railroad’s  intention  to  get  out  of  the  bus 
business,  and  the  lack  of  its  desire  to  participate  in  the 
management  of  Transcontinental,  it  has  indicated  a  will¬ 
ingness  to  have  our  decision  herein  conditioned  to  (a) 
trustee  its  stock,  and  (b),  provide  for  no  representation 
on  the  Board  of  Directors  or  in  the  management.  Such 
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conditions  properly  could  not  be  required  unless  we  shoulc. 
find  grounds  for  a  finding  of  control  or  affiliation,  neither 
of  which  are  present  in  this  record.’ ’ 

In  two  other  cases,  50  M.  C.  C.  525  and  the  decision 
which  involved  the  approval  of  the  acquisition  of  Southern 
Bus  Lines  by  Transcontinental,  the  Interstate  Commerce 
Commission  found  again — that  makes  a  total  of  four 
times — that  Transcontinental,  the  parent  company  of  this 
applicant,  is  controlled  by  no  other  interest. 

As  you  know,  from  your  own  experience,  if  the  railroads 
were  ever  to  control  the  bus  company,  approval  for  such 
control  would  be  required  by  Section  5  of  the  Interstate; 
Commerce  Act  and  should  that  happen  after  certification 
it  would  require  approval  of — 

Mr.  Lee :  Do  you  distinguish  between  legal  control 
2254  and  that  control  that  might  be  called  influence  or 
persuasion? 

Mr.  Scoutt :  No,  sir,  Mr.  Lee,  I  do  not. 

The  best  answer  that  I  can  give  to  your  question  is  one; 
that  was  given  to  me  just  a  few  days  ago.  I  have  an  affi¬ 
davit  before  me  made  by  Mr.  M.  E.  Moore,  who  is  president 
and  general  manager  of  the  Transcontinental  Bus  System. 
I  would  like  to — this  is  not  part  of  the  record — read  thi^ 
first  sentence  and  then  get  your  determination  of  whethei* 
I  may  proceed. 

Mr.  Lee :  What  did  you  say  that  is  you  are  reading? 

Mr.  Scoutt :  An  affidavit  of  Transcontinental  which 
answers  the  question  you  asked. 

Mr.  Lee :  I  do  not  believe  that  we  have  better  put  that  in, 
if  it  is  not  in  the  record,  it  might  be  challenged. 

Mr.  Scoutt:  I  tender  it  in  evidence  because  Southern 
Airways  in  raising  this  point  went  outside  the  record  in 
order  to  make  the  point.  Those  transactions  occurred  in 
1949.  The  hearing  in  this  case  occurred  in  March,  1949i 
If  we  are  not  going  to  be  allowed  to  present  this  rebuttal 
to  the  brief  of  Southern  Airways,  I  am  going  to  move  hero 
and  now  that  everything  in  the  brief  of  Southern  Airways 
relating  to  this  problem  be  stricken,  physically  removed. 
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Mr.  Lee:  Does  the  material  in  the  brief  appear  in  the 
record? 

Mr.  Scoutt :  It  is  not. 

Mr.  Beasley:  I  would  like  to  comment  on  that,  if  I  may, 
sir. 

Mr.  Lee :  All  right.  You  may  comment  now. 

Mr.  Beasley:  At  the  time  of  the  hearing,  which 
2255  was  approximately  a  year  ago  Southern  Bus,  the 
name  of  the  company  at  that  time  introduced  into 
evidence  data  with  respect  to  the  financial  ability  not  only 
of  Southern  Bus  but  also  of  Transcontinental.  The  Ex¬ 
aminer,  in  his  report,  referred  to  the  decision  of  the  Inter¬ 
state  Commerce  Commission  approving  the  purchase  of  the 
stock  of  Southern  Bus  by  Transcontinental. 

In  Mr.  Scoutt ’s  brief  both  to  the  Examiner  and  to  the 
Board  reference  was  made  to  the  opinion.  The  latter  por¬ 
tion  of  our  brief  is  devoted  to  the  interlocking  relation¬ 
ships  in  which  Southern  Bus  finds  itself.  The  data  is  based 
upon  opinions  of  the  Interstate  Commerce  Commission 
primarily. 

It  is  obvious  that  there  could  have  been  nothing  in  the 
record  with  respect  to  the  approval  at  the  time  of  the 
hearing  for  the  reason  that  the  approval  of  the  purchase  of 
the  stock  by  Transcontinental  of  Mr.  Scoutt ’s  client 
occurred  after  that.  The  facts  which  we  used  in  our  brief 
are  those  that  are  cited  in  the  opinions  of  the  Court. 

Now,  I  do  not  know  whether  the  Board  wishes  to  hear 
argument  in  regard  to  its  authority  to  take  judicial  notice 
of  this  material  or  not.  We  are  prepared  to  do  it,  however, 
I  do  not  think  that  there  is  any  question  but  that  where  a 
party  voluntarily  places  into  the  record  evidence  with  re¬ 
gard  to  a  relationship  and  subsequently  you  have  opinions 
of  a  quasi-judicial  body,  the  Interstate  Commerce  Commis¬ 
sion,  I  do  not  think  that  there  is  any  question  but  that  any 
party  is  authorized  as  far  as  material  in  those  opinions. 

Now,  we  have  here  an  affidavit  which  stands  on  an  en¬ 
tirely  different  footing. 
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2256  Mr.  Lee:  Do  you  have  any  answer  to  the  argu¬ 
ment  that  the  decisions  of  quasi-judicial  bodies  are 

fit  matter  to  be  considered,  judicial  notice  should  be  taken 
of  them? 

Mr.  Scoutt:  I  think  administrative  notice  should  be 
taken  of  them. 

Mr.  Lee :  What  do  you  say  with  respect  to  the  affidavit? 
Do  you  think  it  is  in  the  same  category? 

Mr.  Scoutt:  I  think  that  our  case  will  be  prejudiced, 
Mr.  Lee,  if  this  affidavit  is  excluded.  We  have  filed  with 
the  Civil  Aeronautics  Board  an  application  pursuant  tj) 
Section  408  (b)  for  approval  of  the  transaction  that  we  are 
talking  about,  for  approval  of  the  transaction  of  the  acqui¬ 
sition  of  Southern  Bus  by  Transcontinental.  At  that  tims 
these  facts,  facts  brought  out  in  this  affidavit  which  ari 
fairly  limited,  will  be  presented  to  you  in  full  hearing  and 
subject  to  cross-examination.  However,  we  believe  that 
the  brief  of  Southern  Airways  attempts  to  preempt  your 
decision  on  this  matter  by  raising  what  we  believe  to  be  a 
scarecrow  by  pointing  out  to  you  that  this  company  that 
acquired  the  stock  of  our  company  is,  in  fact,  controlled 
by  a  railroad.  I  have  used  the  opinions  of  the  Interstate 
Commerce  Commission  in  rebuttal  to  this  point  because  I 
believe  that  they  are  probably  within  the  scope  of  your 
administrative  notice. 

I  believe  further,  however,  that  our  case  will  be  preju¬ 
diced  if  you  do  not  hear  this  evidence  at  this  time  and  i:t 
you  do  not  hear  this  evidence  at  this  time  I  think  all  argu¬ 
ment  with  respect  to  this  point  should  be  precluded. 

2257  Mr.  Lee :  On  that  point  the  Board  will  confer  at 
recess  and  act  upon  your  motion. 

Mr.  Scoutt :  I  make  an  offer  of  proof  of  this  affidavit. 


2263  Mr.  Lee:  I  wanted  to  ask  one  other  question  oh 
your  motion  to  be  sure  I  understood  your  position. 
You  say  your  position  would  be  prejudiced  unless  we  allow 
this  affidavit  in? 
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Mr.  Scoutt:  If,  at  the  same  time  you  permit  argument 
on  this  point. 

Mr.  Lee:  That  is  it.  If  they  argue  in  this  point  and 
use  material  that  is  in  the  record  or  would  be  available  to 
the  Board  by  judicial  notice,  the  fact  that  they  present  an 
argument  based  on  that  prejudices  your  case,  is  that  your 
fault  or  can  you  undo  that? 

Mr.  Scoutt :  It  is  the  fault  of  a  rather  unhappy  situation 
that  there  has  been  a  considerable  loss  of  time  between 
the  hearing  and  this  oral  argument.  Southern  Airways  is 
in  operation ;  they  were  not  used  when  we  had  the  hearing. 
The  bus  company  was  purchased  by  another  line. 

Mr.  Lee :  That  may  be  reason  for  moving  for  a  motion 
to  reopen  the  case. 

Mr.  Scoutt :  There  has  been  such  delay,  Mr.  Lee,  in  this 
proceeding,  as  we  stated  earlier,  it  started  in  1945,  that 
rather  than  re-open  the  proceeding  to  receive  this  evidence, 
we  would  recommend  to  you  that  your  decision  be 
2264  postponed  until  you  could  hear  these  facts  in  our  408 
application  which  we  have  filed  with  you. 

Mr.  Lee :  The  Board  will  recess  for  ten  minutes  and  we 
will  pass  on  the  motion. 

(Short  recess.) 

Mr.  Lee :  The  Board  has  decided  to  deny  the  motion  of 
Mr.  Scoutt. 

•  ••*•••••• 
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2538  BEFORE  THE 

CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

In  the  Matter  of  the 

NATIONAL  AIRLINES,  INC. 
and  other  applicants  for  certificates  and  amendments  of 
certificates  of  public  convenience  and  necessity  known  as 

THE  REOPENED  MISSISSIPPI  VALLEY  AND 
SOUTHEASTERN  STATES  CASES 

Docket  Nos.  548  and  501,  et  al. 

Petition  for  Continental  Southern  Lines#  Inc.  for  Rehearing, 
Reargument  and  Reconsideration#  and  for  a  Stay. 

Continental  Southern  Lines,  Inc.  was  an  applicant  in  the 
aforementioned  proceedings  and  its  application  was  denied 
by  the  Board  in  Order  Serial  No.  E-4482  dated  July  28, 
1950.  Continental  Southern  respectfully  requests  the  Board 
to  reconsider  its  determination  and  to  grant  certain  other 
relief  and  in  support  of  its  petition  respectfully  alleges  as 
follows : 


I.  The  Routes  Designated  by  the  Board  Should  Have 
Included  Feeder  Service  to  Important  Louisiana  Cite&s 

A.  Monroe  Needs  and  Deserves  Feeder  Air  Service 

Monroe,  Louisiana  is  the  second  largest  city  in  northeifn 
Louisiana  and  the  fourth  largest  city  in  the  state.  The  Po^t 
Office  Department  estimates  its  present  population  at  55,000. 
Within  a  25  mile  radius  there  are  122,000  persons.  Monroe 
has  no  direct  air  service  to  Alexandria-Lake  Charles-Bat<jn 
Rouge-New  Orleans  or  Memphis  and  it  has  only  very  limited 
first  class  rail  service  to  any  of  these  points.  It  has  a  strong 
community  of  interest  with  the  other  important  cities  in 
Louisiana  and  with  Memphis  and  should  be  included  as  a 
station  on  the  feeder  air  route  pattern  for  this  general 
region. 
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2539  B.  Alexandria  Needs  and  Deserves  Air  Service. 

Alexandria  has  a  population  of  over  30,000  but  has 
no  direct  air  service  to  Monroe  or  Lake  Charles  with  which 
cities  it  has  a  substantial  community  of  interest.  Moreover, 
the  rail  transportation  is  grossly  inadequate.  For  example, 
the  rail  time  between  Alexandria  and  Monroe  is  3  hours  and 
15  minutes  while  the  air  time  would  be  33  minutes.  Kail 
time  between  Alexandria  and  Lake  Charles  is  4  hours  and 
25  minutes  while  the  proposed  air  time  is  only  42  minutes. 
Alexandria  should  also  be  included  on  any  feeder  route  in 
the  Mississippi  Valley  Area. 

C.  Shreveport  Needs  and  Deserves  Feeder  Air  Service 

Shreveport  has  a  population  in  excess  of  100,000  persons 
yet  has  no  direct  air  or  adequate  rail  service  to  Lake  Charles. 
However,  there  is  a  substantial  community  of  interest  be¬ 
tween  these  two  cities  which  can  only  be  corrected  by  the 
certification  of  a  feeder  route  between  them.  The  Board 
was  in  error  in  failing  to  provide  for  this  service. 

D.  Lake  Charles  Needs  and  Deserves  Feeder  Air  Service 

Lake  Charles  has  a  population  of  approximately  30,000 
and  is  an  important  gateway  in  southern  Louisiana.  Its 
surface  transportation  to  Alexandria,  Monroe  and  Shreve¬ 
port  is  grossly  inadequate  and  yet  with  all  of  these  cities  it 
has  a  substantial  community  of  interest.  The  feeder  route 
recommended  by  the  Examiner  would  correct  the  deficiencies 
in  the  transportation  pattern  for  Lake  Charles  and  provide 
a  service  responsive  to  the  public  demand. 
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E.  The  Board  Was  in  Error  in  Correcting  the  Transpor¬ 
tation  Deficiencies  of  Mississippi  While  Leaving  Those 
in  Louisiana  Untouched. 

1.  The  Mobile-J ackson  segment ,  which  was  certifi¬ 
cated,  is  not  as  economically  strong  as  the  Lake 
Charles-Monroe  segment  which  was  not  certificated. 

The  reasons  used  by  the  Board  at  page  13  of  its  decision 
for  support  of  the  certification  of  the  Mobile- Jackson  seg¬ 
ment  are  even  more  persuasive  to  the  certification  of  the 
Lake  Charles-Monroe  segment.  There  is  no  direct  air  seiw- 
ice  between  the  cities  involved  and  the  surface  transporta¬ 
tion  is  grossly  inadequate.  There  would  be  no  adverse  effect 
on  existing  air  carriers  in  the  event  either  of  the  two 
2540  segments  were  certificated.  There  is,  however,  one 
very  significant  difference.  The  traffic  potential  of 
the  Mobile- Jackson  segment  is  significantly  less  than  Ijhe 
Lake  Charles-Monroe  segment.  In  concluding  that  the  his¬ 
toric  traffic  between  Lake  Charles,  Alexandria  and  Monroe 
did  not  reflect  a  strong  need  for  service,  the  Board  relief 
upon  the  bus  records  of  Continental  Southern  Lines  show¬ 
ing  traffic  movements  during  a  one  week  period  in  a  recent 
year.  The  Board  failed,  however,  to  compare  the  bus  pas¬ 
senger  traffic  for  comparable  periods  over  the  Monroe-Lake 
Charles  route  (total  584  passengers  in  both  directions)  with 
the  bus  passenger  traffic  between  Jackson  and  Mobile  a 
total  of  432  passengers  in  both  directions).  What  evidence 
there  is  in  the  record  indicates  that  the  diagonal  route  in 
Louisiana  between  Monroe  and  Lake  Charles  will  generate 
more  traffic  than  the  diagonal  route  in  Mississippi  between 
Jackson  and  Mobile.  If  the  Board  could  justify  this  Missis¬ 
sippi  route  segment,  it  was  not  justified  in  denying  similar 
service  for  the  state  of  Louisiana. 
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2.  The  Columbus- Jackson  segment,  which  was  certifi¬ 
cated  is  not  as  economically  strong  as  the  Lake 
Charles-Shreveport  segment  which  was  not  certifi¬ 
cated. 

The  Board  certificated  a  route  segment  between  Columbus 
and  Jackson,  a  distance  of  some  133  miles  because  the  new 
route  would  not  duplicate  any  existing  carrier  and  would 
provide  direct  service  between  Columbus  and  Jackson.  At 
the  same  time  it  refused  to  certificate  a  route  segment  be¬ 
tween  Lake  Charles  and  Shreveport,  a  distance  of  approxi¬ 
mately  140  miles,  because  it  found  the  latter  route  not  re¬ 
quired  by  the  public  convenience  and  necessity.  Continental 
Southern  Lines  provides  bus  service  over  each  of  these  two 
segments  to  which  air  service  has  been  considered  and  it  has 
been  the  experience  of  this  bus  company  that  the  route  seg¬ 
ment  in  Louisiana  is  substantially  stronger  than  the  one  in 
Mississippi.  During  comparable  one  week  survey  periods 
there  were  61  bus  passengers  between  Columbus  and  Jack- 
son  and  221  bus  passengers  between  Lake  Charles  and 
Shreveport.  This  is  substantially  the  only  evidence  of  record 
indicating  the  economic  potential  of  these  two  segments  and 
it  would  appear  perfectly  obvious  that  the  Louisiana  seg¬ 
ment  would  deserve  service  if  the  Columbus- Jackson  seg¬ 
ment  was  found  to  be  required.  The  Board’s  action  in  deny¬ 
ing  service  to  these  important  Louisiana  cities  is  an 
2541  abuse  of  its  discretion  and  arbitrarily  and  caprici¬ 
ously  denies  a  service  which  is  required  by  the  public 
convenience  and  necessity;  it  would  seem  that  the  Board 
almost  deliberately  tried  to  create  a  route  system  too  small 
to  be  operated  by  an  independent  carrier. 
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II.  Even  Without  Additional  Route  Mileage  the  Ro 
Pattern  Chosen  by  the  Board  is  Large  Enoug 
Support  an  Independent  Carrier. 

A.  The  Nature  of  the  Terrain  To  Be  Served  in  the 
sissippi  Valley  Area,  Insofar  as  it  Affects  T 
portation,  Is  Not  Significantly  Different  from 
Terrain  in  Areas  Served  By  Other  Feeder 

The  Board  concluded  at  page  20  of  its  decision  that 
routes  recommended  by  it  (which  constitute  a 
approximately  800  miles)  could  be  justified  only  as  an 
tension  of  some  existing  air  transportation  system 
would  not  be  large  enough  to  support  an  independent  cjar- 
rier.  Three  reasons  for  this  conclusion  were  given :  natjare 
of  terrain  to  be  served,  reasonable  expectation  of  traffic, 
and  the  length  of  the  routes  established.  Just  how  terraiij  or 
traffic  potential  affect  the  question  of  whether  or  not  the 
route  system  should  be  operated  by  an  independent  canjier 
is  not  discussed ;  indeed  it  would  seem  that  these  two  factors 
were  irrelevant  to  such  consideration — nevertheless  bbth 
will  be  discussed.  The  first  reason  for  this  conclusion  is  ^he 
assertion  that  the  terrain  in  this  region  is  for  some  reason 
different  from  that  in  the  areas  served  by  other  feeder 
carriers  of  comparable  size.  In  the  selection  of  Florida 
Airlines  (the  Florida  Case,  6  CAB  765  (1946)),  Turner  Air¬ 
lines  ( Great  Lakes  Area  Case,  8  CAB  360  (1947)),  Wiggtins 
(New  England  Case,  7  CAB  27  (1946)),  the  Board  made 
absolutely  no  mention  of  the  terrain  of  the  area  to  be  served 
or  its  relationship  to  the  relatively  small  route  pattern  es¬ 
tablished  in  these  cases.  Moreover,  it  is  quite  obvious  that 
the  area  served  by  each  of  these  three  carriers  is  not  sig¬ 
nificantly  different  from  the  area  to  receive  service  under 
the  Board’s  present  decision. 

In  the  West  Coast  Case,  6  CAB  961  (1946)  the  Board 
selected  West  Coast  and  Empire  Airlines  to  provide  cer¬ 
tain  feeder  air  service  and  did  refer  to  the  rough  terrain 
insofar  as  such  terrain  resulted  in  inadequate  surface  trans- 
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portation  facilities.  Both  West  Coast  and  Empire  have  route 
systems  similar  in  size  to  the  system  chosen  in  this 
2542  case.  The  record  is,  however,  replete  with  evidence 
that  the  surface  transportation  facilities  in  the  Mis¬ 
sissippi  Valley  area  are  woefully  inadequate.  The  Missis¬ 
sippi  River  has  been  a  great  harrier  to  the  development  of 
adequate  surface  transportation  and  the  poor  rail  service 
throughout  this  region  is  a  matter  of  common  knowledge. 
The  need  for  a  feeder  air  service  is  as  great  in  the  Missis¬ 
sippi  Valley  area  as  it  is  in  any  region  in  the  entire  country 
irrespective  of  the  terrain  and  the  assertion  by  the  Board 
that  this  is  not  the  case  is  contrary  to  the  weight  of  the 
evidence. 

B.  The  Reasonable  Expectation  of  Traffic  Potential  on 
the  Proposed  Mississippi  Valley  Route  is  Significantly 
Greater  Them  That  of  the  Routes  of  Bonanza,  Empire, 
Turner,  West  Coast  or  Wiggins. 

A  second  consideration  used  by  the  Board  in  determining 
that  the  routes  herein  selected  could  not  adequately  be  oper¬ 
ated  by  an  independent  carrier  was  the  assumption  that  the 
economic  characteristics  of  the  stations  to  be  served  and 
consequently  the  traffic  potential  was  less  in  this  area  than 
in  other  regions  of  the  country.  An  examination  of  the 
record  will  reveal,  however,  that  this  is  simply  not  the  case 
and  that  the  Board  was  in  error  in  reaching  such  a  con¬ 
clusion. 


561 


Table  I 

COMPARISON  OF  ECONOMIC  CHARACTERISTICS 
OF  SELECTED  FEEDER  ROUTE  SYSTEMS 

Economic  Characteristics — Average  Per  Station 

1940 

Carrier  Route  1940  1940  1939  Indi 

Miles  Popu-  Postal  Retail  vidual 
lation  Receipts  Sales  Income 

(000)  taxj 

returns 

Mississippi 

Valley  Routes  800  91,000  $10,444,000  $434,500  182, 0d0 
Wiggins  633  121,485  2,241,350  126,450  51,0q0 

West  Coast 
Empire 
Bonanza 


885  47,825  379,981  36,133  12,889 

754  18,644  207,100  15,871  4,0^3 

664  11,713  144,340  10,408  3,073 


Source:  Economic  Characteristics  of  Urban  Points  Not 
Certificated  for  Air  Service  as  of  April  1,  19^5, 
CAB. 

Characteristics  of  Domestic  Airline  Statioi; 
CAB  1945  Appendix  C,  Brief  to  the  Board  |of 
Continental  Southern  Lines,  Inc. 

The  above  table  emphatically  demonstrates  that  the  eco¬ 
nomic  characteristics  of  the  route  proposed  are  substantially 
better  than  the  economic  characteristics  of  the  other  feeder 
carriers  of  comparable  size.  The  Board’s  conclusion  tljat 
the  expectation  of  traffic  potential  will  not  justify  the  crea¬ 
tion  of  an  independent  feeder  carrier  is  at  variance  with 
these  facts  of  record. 

2543  C.  The  Mileage  of  the  Proposed  Route  Is  as  Great 
as  the  Mileage  of  Five  Other  Feeder  Carriers. 

The  mileage  of  the  routes  proposed  by  the  Board  is  ap¬ 
proximately  800  miles.  This  compares  with  633  miles  in  the 
case  of  Wiggins,  885  in  the  case  of  West  Coast,  754  in  tlhe 
case  of  Empire,  664  in  the  case  of  Bonanza,  and  661  in  the 
case  of  Turner.  In  these  other  instances  the  Board  con¬ 
cluded  that  the  route  systems  they  created  were  large  enough 
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to  support  independent  carriers.  It  was  error  not  to  reach 
the  same  decision  in  this  case  in  the  absence  of  any  consider¬ 
ation  to  the  contrary. 

III.  Southern  Airways  is  Not  Fit,  Willing  or  Able  To 
Operate  the  Routes  for  Which  It  Was  Selected. 

A.  Southern  Airways  Has  Failed  to  Offer  Substantial 

Evidence  To  Prove  Its  Financial  Fitness. 

1.  The  record  shows  that  Southern  Airways  is  in¬ 
solvent. 

Schedule  A,  Form  41,  as  of  December  31,  1949,  showed 
that  Southern  Airways  was  insolvent  in  the  equity  sense. 
Current  liabilities  exceeded  current  assets  by  more  than 
$216,000  and  there  was  a  deficit  in  the  capital  account  of  over 
$270,000.  In  view  of  this  financial  condition  it  was  clear  upon 
this  that  Southern  Airways  was  not  financially  fit  to  oper¬ 
ate  the  routes  for  which  it  had  applied.  The  Board’s  de¬ 
cision  at  page  26  admits  that  the  carrier  does  not  now  pos¬ 
sess  the  necessary  capital  to  inaugurate  the  proposed  serv¬ 
ice. 

2.  Southern  plans  for  equity  financing  were  not 
based  on  substantial  evidence. 

The  President  of  Southern  Airways  testified  that  he  “ex¬ 
pects”  to  secure  necessary  capital  by  means  of  equity  financ¬ 
ing  (Transcript  page  484) ;  and  that  an  employee  of  an  in¬ 
vestment  banking  house  stated  that  the  company  “might  be 
interested”  in  such  financing.  (Transcript  373-374).  No 
single  factor  has  impeded  experiments  with  the  Board’s 
feeder  program  more  than  the  inability  of  successful  appli¬ 
cants  to  secure  adequate  capital  and  to  inaugurate  the  serv¬ 
ice  for  which  they  were  certificated.  In  view  of  this  experi¬ 
ence,  vague  plans  can  no  longer  support  a  finding  of  financial 
fitness.  Even  apart  from  this  experience,  which  is  the  one 
lesson  the  Board  should  have  learned  from  its  feeder  air¬ 
line  cases,  the  Board  is  under  an  obligation  to  base  its 
findings  on  substantial  evidence,  which  means  such  evi- 
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2544  dence  as  a  reasonable  mind  might  accept  as  adequate 
to  support  a  conclusion.  Consolidated  Edison  Com¬ 
pany  of  New  York  v.  NLRB,  305  U.  S.  197,  229  (1932).  Such 
testimony  as  was  presented  by  Southern  on  its  ability  to 
raise  capital  was  merely  testimony  of  ultimate  facts  as  dis¬ 
tinguished  from  basic  facts  and  such  testimony  is  inadequate 
to  support  the  finding  made  by  the  Board.  Saginaw  Bread¬ 
casting  Company  v.  Federal  Communications  Commission , 
68  App.  DC  282,  96  F2d  554  (1938),  Aff’d  305  U.  S.  613 
(1938). 

3.  Even  if  Southern  could  sell  $ 300,000  of  stock,  it 


could  not  finance  the  proposed  routes. 

Even  if  we  were  to  assume  that  Southern  could  sell  the 
stock  which  it  proposes  to  sell,  it  would  not  be  able  to  finance 
the  routes  for  which  it  has  been  selected  by  the  Board.  The 
record  shows  that  the  company  needs  $216,000  in  order  to 
be  able  to  meet  its  current  liabilities  alone  and  the  deficit 
in  its  capital  account  under  its  present  operation  is  almost 
sufficient  to  absorb  the  proposed  additional  capital.  South¬ 
ern  Airways  needs  more  than  $300,000  to  put  its  existing 
routes  on  a  financially  sound  basis. 

At  page  28  of  the  Board’s  decision  it  observes  that  South¬ 
ern  appears  to  have  borrowed  $300,000  at  a  time  subsequent 
to  the  closing  of  the  record  in  this  proceeding.  It  further 
observes  that  no  finding  of  financial  fitness  can,  however, 
be  made  on  the  basis  of  such  loan.  Curiously  enough,  how¬ 
ever,  the  Board  concludes  that  exactly  $300,000  is  what  is 
required  to  activate  the  routes  herein  certificated.  It  seems 
more  than  a  coincidence  that  the  estimated  capital  require¬ 
ments  should  coincide  to  the  dollar  to  the  amount  that  South¬ 
ern  alleges  it  has  borrowed  but  what  the  Board  asserts  it 
will  not  recognize.  Knowingly  or  unknowingly  it  would 
seem  that  the  Board  had  relied  on  evidence  that  it  acknowl¬ 
edges  may  not  properly  be  considered  in  this  case.  More¬ 
over,  the  Board’s  own  assertion  that  $300,000  would  per¬ 
mit  the  activation  of  the  designated  routes  is  substantially 
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below  the  experience  of  other  carriers  with  similar  size 
route  systems.  The  minimum  capital  investment  per  mile 
of  any  feeder  in  the  United  States  has  been  approximately 
$500.  Multiplied  by  the  number  of  route  miles  involved 
would  result  in  a  minimum,  a  bare  minimum,  capital 
2545  requirement  of  at  least  $400,000.00. 

The  Korean  emergency,  which  arose  subsequent  to 
the  last  procedural  step  in  this  proceeding,  has  had  a  pro¬ 
nounced  influence  on  two  very  important  aspects  of  this 
case:  First,  DC-3  aircraft  have  become  practically  unavail¬ 
able  and  all  evidence  indicates  that  no  carrier  will  be  able 
to  activate  the  routes  awarded  to  it  until  this  crisis  is  over. 
This  means  that  certification  of  Continental  Southern  Lines, 
Inc.,  even  though  it  were  necessary  to  conduct  further  pro¬ 
ceedings  over  Section  408,  would  result  in  no  net  delay  in 
providing  service  to  the  Mississippi  Valley  area.  Secondly, 
the  price  of  DC-3  aircraft  has  risen  greatly.  The  Board’s 
assumption  that  aircraft  could  be  purchased  for  $50,000  in 
a  condition  ready  to  be  operated  on  the  designated  routes  is 
absolutely  incorrect  at  the  present  time.  The  price  would 
be  more  in  the  neighborhood  of  $90,000,  which  would  mean 
on  this  one  item  alone,  the  capital  requirements  for  the 
selected  routes  would  be  $160,000  greater  than  that  esti¬ 
mated  by  the  Board.  It  is  impossible  to  make  a  finding  that 
Southern  Airways  has  the  finances  to  purchase  aircraft  at 
these  higher  prices.  The  Board  should  demand  a  showing 
from  Southern  Airways  that  it  (1)  could  purchase  the  neces¬ 
sary  aircraft  and  (2)  that  the  price  of  DC-3  aircraft  fully 
converted  and  standardized  would  be  $50,000  per  plane. 
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IV.  Continental  Southern  Lines  Best  Meets  the  Test  of 
Fitness,  Willingness  and  Ability  and  Should  Be 
Selected  to  Operate  the  Mississippi  Valley  and  Great 
Lakes  Area  Routes. 

A.  Certification  of  Continental  Southern  Lines,  Inc., 
would  require  no  further  procedural  action  because 
Section  408  is  inapplicable  to  existing  control  rela¬ 
tionships. 

Section  408(a)(5)  makes  it  unlawful,  without  approval, 
for  a  surface  carrier  “to  acquire  control”  of  an  air  carrier. 
An  air  carrier  is  defined  by  Section  1  (2)  as  an  organiza¬ 
tion  engaging  in  air  transportation.  Transcontinental  Bus 
System  acquired  control  of  Continental  Southern  Lines,  Inc., 
the  applicant  in  the  instant  proceeding,  on  August  19, 19^9. 
At  the  time  this  parent/subsidiary  relationship  was  estab¬ 
lished,  Continental  Southern  was  not  an  “air  carrier” 
2546  within  the  meaning  of  Section  1(2)  or  Section  ^08 
(a)(5).  The  control  relationship  was,  therefore,  ^iot 
one  within  the  jurisdiction  of  the  Civil  Aeronautics  Act.  If 
at  a  later  date  Continental  Southern  Lines,  Inc.,  were  by 
permission  of  this  Board  “to  engage  in  air  transportation” 
and  to  become  thereby  “an  air  carrier”  its  control  by  Trans¬ 
continental  would  still  not  be  within  the  purview  of  Section 
408  A (5),  because  Transcontinental  would  not  have  “ac¬ 
quired”  control. 

An  almost  identical  problem  was  involved  in  the  case  of 
Boston  and  Maine  Central  Railroads,  Control — Northeast 
Airlines,  Inc.,  4  CAB  379  (1943),  where  the  Board  con¬ 
cluded  that  Section  408  does  not  apply  to  the  continuance 
or  maintenance  of  control  by  a  surface  carrier  over  an 
carrier  where  such  control  was  acquired  prior  to  the  tilme 
the  parties  were  subject  to  the  jurisdiction  of  the  Civil  Aero¬ 
nautics  Act. 
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B.  Even  if  Section  408  were  otherwise  applicable ,  the 
transfer  of  certificate(s)  would  render  any  408  pro¬ 
ceeding  unnecessary  and  would  thereby  eliminate  the 
alleged  delays  and  uncertainties. 

1.  Introduction. 

Subsequent  to  the  date  when  it  was  permissible  to  amend 
applications,  Transcontinental  acquired  control  of  Contin¬ 
ental  Southern,  the  applicant  in  this  proceeding.  If  the  argu¬ 
ment  advanced  above,  (II.  A.)  is  rejected,  there  then  arises 
the  problem  that  certification  of  Continental  Southern  would 
automatically  create  a  control  relationship  in  the  purview 
of  Section  40S(a)(5).  On  the  other  hand,  if  the  application 
in  this  case  had  been  filed  in  the  name  of  Transcontinental 
instead  of  the  name  of  its  wholly  owned  subsidiary,  no  such 
control  problem  would  exist,  (except  as  discussed  in 
2547  II.  B.  2.  below).  In  order  to  avoid  the  possibility  of 
such  hyper-technical  construction,  Continental  South¬ 
ern  and  Transcontinental  filed  a  joint  application  on  June 
12,  1950,  for  the  approval  for  the  transfer  of  certificate (s) 
from  the  former  to  the  latter. 

The  contemplated  transfer  of  the  bare  certificate  of  public 
convenience  and  necessity  is  governed  by  Section  401  (i)  of 
the  Act  which  provides  simply  that  the  transaction  must  be 
consistent  with  the  public  interest.  Turner  Airlines ,  Inc. — 

Transfer  of  Certificate ,  10  CAB _ (1949);  Transfer  of 

Woodley  Airways  Certificate  to  Pacific  Northern  Airlines, 
Inc.,  8  CAB  217  (1947) ;  United  Airlines,  Inc. — Western  Air¬ 
lines,  Ivv.,  Acquisition  of  Air  Carrier  Property,  8  CAB  298 
(1947) ;  Thomas  E.  Gordon  d.b.a.  Orlando  Airlines,  Trans¬ 
fer  of  Certificate,  7  CAB  429  (1946) ;  Acquisition  of  Cordova 
Air  Service  Inc.,  by  Alaskan  Airlines,  Inc.,  4  CAB  708 
(1944);  Acquisition  of  Mayflower  Airlines,  Inc.  by  North¬ 
east  Airlines,  Inc.,  4  CAB  680  (1944). 

Neither  Section  408(a)(2)  nor  any  other  provision  of 
Section  -*08  is  applicable  to  the  assignment  without  con¬ 
sideration  of  the  bare  certificate  of  public  convenience  and 
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necessity.  In  the  first  place,  such  an  assignment  is  not  a 
“purchase”,  and  in  the  second  place,  the  bare  certificate  of 
public  convenience  and  necessity  is  not  “property”  within 
the  meauing  of  Section  408(a)  (2).  F.C.C.  v.  Sanders  Radio 
Station,  109  U.  S.  470,  475;  Aslibacker  Radio  Co.  v.  F.C.C., 
32 6  U.  S.  327,  331  (1945). 

2.  Section  408( a)(5)  is  not  applicable  to  the  control  of 
surface  carrier  by  an  air  carrier. 

If  the  Board  were  to  approve  the  transfer  of  air  certifi¬ 
cates  herein  requested,  Transcontinental  would  become  an 
air  carrier  under  the  meaning  of  the  Act.  As  such  it  wotald 
control  several  surface  companies.  These  control  re- 

2548  lationships,  however,  are  not  ones  which  fall  within 
the  purview  of  Section  408(a)(5),  which  deals  with 

the  situation  where  an  air  and/or  surface  carrier  controls 
an  air  carrier.  In  order  for  this  section  to  be  made  applic¬ 
able  it  would  be  necessary  for  the  Board  literally  to  invert 
the  language  employed  by  Congress.  Surprisingly  enough 
this  was  actually  done  in  the  Air  Freight  Forwarder  Cc^se, 
9  CAB  473  (1948),  because  “the  control  of  a  common  carrier 
by  an  air  carrier  is  not  in  substance  different  from  t)iat 
where  the  surface  carrier  owns  the  air  carrier.”  Such 
reasoning  and  the  conclusion  which  flows  from  it  is  at  vari¬ 
ance  with  the  legislative  history  of  Section  408.  The  pur¬ 
pose  of  Section  408  was  to  guard  air  carriers  from  possible 
domination  by  surface  carriers.  There  is  no  indication  in 
the  entire  legislative  history  which  even  remotely  suggests 
that  Congress  feared  the  domination  of  surface  carriers 
by  air  carriers.  The  applicants  submit  that  the  Civil  Aero¬ 
nautics  Board  is  without  authority  to  expand  its  juriscic- 
tion  by  making  such  an  interpretation. 

2549  Section  212(a)  of  the  Motor  Carrier  Act  of  1935 
was  the  model  from  which  Section  408(a)  of  the  Civil 

Aeronautics  Act  of  1938  was  copied.  Section  213  was  de¬ 
signed  to  regulate  the  control  of  motor  carriers  by  rail 
carriers,  and  in  1940  it  was  amended  and  expanded  by  Act 
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of  Congress  to  regulate  “affiliations”  between  motor  and 
rail  carriers.  However,  during  the  period  1935  to  1940, 
when  the  Motor  Carrier  Act  had  the  same  scope  of  the  Civil 
Aeronautics  Act,  the  language  was  never  inverted  so  as  to 
regulate  the  control  of  a  rail  carrier  by  a  motor  carrier. 

The  perfect  analogy  in  the  ICC  field  is  where  a  rail  carrier, 
which  also  conducts  motor  carrier  operations,  seeks  control 
of  another  rail  carrier.  This  situation  arose  many  times 
between  1935  and  1940 ;  yet  not  in  one  instance  did  the  ICC 
hold  that  the  acquisition  wTas  subject  to  Section  213  of  the 
Motor  Carrier  Act.  The  following  cases  are  examples  of 
this  situation : 

Union  Pacific  R.  Co.  Unification,  207  ICC  543  (1935) 
New  York  Central  Acquisition  of  Chicago  A  &  S.R.  Co., 
207  ICC  519  (1935) 

Genessee  Falls  Ry  Co.  Control,  212  ICC  637  (1936) 
Laramie,  N.P.  &  W.  R.  Co.  Control,  212  ICC  37  (1935) 
Ogden  Mine  R.  Co.  Control,  217  ICC  401  (1936) 

Central  Vermont  Term.  Inc.,  Control,  217  ICC  357 
(1936) 

Dexter  &  P.R.  Co.  Control,  217  ICC  527  (1936) 
Philadelphia,  B  &  W  R.  Co.  Acquisition,  217  ICC  612 
(1936) 

Oregon  Short  Line  R.  Co.  Acquisition,  217  ICC  135 
(1936) 

Cleveland  &  M.V.  Ry  Co.  Control,  236  ICC  194  (1939) 
Southern  Ry.  Co.  Acquisition,  236  ICC  315  (1939) 

2550  Even  if  it  were  held  that  Section  408(a)(5)  were 
applicable  to  the  control  of  a  surface  carrier  by  an  air 
carrier,  the  approval  of  such  relationship  would  not  be 
governed  by  the  second  proviso  of  subsection  (b),  but  rather 
by  the  first  proviso  which  adds  no  test  not  already  imposed 
by  section  401(d)  and  401  (i).  A  literal  reading  of  the  second 
proviso  of  subsection  (b)  will  reveal  the  utter  futility  of 
attempting  to  apply  that  proviso  to  the  situation  where  an 
air  carrier  controls  a  surface  carrier.  The  first  proviso  of 
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subsection  (b)  merely  requires  that  the  control  relationship 
not  restrain  competition  nor  jeopardize  existing  carriers. 
Both  of  these  considerations  will  have  been  thoroughly  Ex¬ 
amined  in  the  Section  401(d)  and  401  (i)  proceedings.  Such 
determinations  would  be  no  cause  for  delays  or  uncertainties 
in  any  subsequent  Section  408  proceeding. 

Even  if  the  second  proviso  were  held  to  be  applicablej  it 
is  not  necessary  to  use  the  “auxiliary  and  supplemental 
test”  in  determining  the  approval  of  the  control  relation¬ 
ships.  In  recent  cases  before  the  Interstate  Commerce  Com¬ 
mission,  it  has  been  held  that  where  the  acquiring  carrier 
is  smaller  than  the  one  that  it  seeks  to  control  (thereby 
eliminating  any  fear  of  domination  of  the  latter  contrary  to 
public  interest),  the  auxiliary  and  supplemental  test  is  hot 
applicable.  Cranberry  Cory. — Control  and  Merger ,  ET  & 
WNC  Motor  Transport,  38  MCC  113  (1942) ;  Red  Ball,  I^c. 
— Purchase-W allace,  38  MCC  453  (1942).  The  elimination 
of  this  restrictive  test  for  the  same  reason  in  the  instant 
case  would  remove  from  any  section  408  proceeding  any  just 
cause  for  fearing  either  delays  or  uncertainties  in  the 
2551  outcome  of  the  decision. 

3.  Transcontinental  and  Continental  Southern 
are  entitled  to  a  decision  on  their  transfer  applica¬ 
tion. 

Transcontinental  and  Continental  Southern  filed  an  ap¬ 
plication  pursuant  to  Section  401  (i)  of  the  Act,  requesting 
approval  of  the  transfer  of  certificate (s)  of  the  former  from 
the  latter.  The  purpose  of  this  application  .was  to  eliminate 
whatever  technical  problems  might  arise  by  reason  of  the 
application  having  originally  been  filed  in  name  of  the  wholly 
owned  subsidiary  instead  of  in  the  name  of  the  parent  com¬ 
pany.  It  was  filed  in  the  belief  that  no  substantive  decision 
should  be  allowed  to  turn  upon  the  almost  inconsequential 
fact  that  Trans-Continental  was  not  the  applicant  in  this 
case. 

To  say  that  this  is  a  “device”  is  to  miss  the  question.  T 
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issue  is  simply  this:  Is  the  application  for  the  proposed 
transfer  consistent  with  the  public  interest?  The  applicants 
are  entitled  to  a  decision  on  this  issue.  If  a  Section  408  pro¬ 
ceeding  may  be  “avoided”  as  distinguished  from  “evaded” 
the  applicants  are  entitled  to  the  full  benefits  of  the  statute 
and  the  Board  is  without  power  to  superimpose  its  own  feel¬ 
ings  as  additional  requirements.  In  determining  whether 
or  not  the  proposed  transfer  is  consistent  with  the  public 
interest  the  Board  is,  of  course,  at  liberty  to  examine  the 
policy  evidenced  by  any  provision  of  the  statute.  It  is  un¬ 
fair  to  assert  that  the  applicants  are  asking  the  Board  to 
read  Section  408  out  of  the  Act. 

2552  If  this  transfer  were  approved  by  the  Board  there 
would  exist  no  control  relationship  for  which  Section 

408  was  intended  to  restrict  and  the  Board’s  statement  to 
the  contrary  on  page  17  of  its  decision  is  at  variance  with 
the  facts  of  the  record.  Approval  of  this  transfer  would, 
therefore,  eliminate  “the  delays  and  uncertainties”  that 
the  Board  alleges  to  be  inherent  in  the  certification 

2553  of  Continental  Southern. 

C.  If  a  Section  408  Proceeding  Would  Be  Neces¬ 
sary ,  the  Delays  Incident  Thereto  Are  Not  a  Substan¬ 
tial  Basis  for  Denying  the  Application  of  Continental 
Southern. 

It  is  to  be  admitted  that  any  proceeding  under  Section  408 
would  result  in  some  delays ;  yet  it  does  not  necessarily  fol¬ 
low  that  such  delays  would  be  substantial  or  significant. 
Similar  proceedings  under  Section  408  have  been  greatly 
expedited.  For  example,  in  the  case  of  Central  Airlines  only 
25  days  elapsed  between  the  date  of  the  hearing  and  the 
order  approving  a  control  relationship  (Order  Serial  No. 
3063).  In  the  case  of  Robinson  Airlines  only  12  days  elapsed 
between  the  date  of  the  hearing  and  the  Board’s  order  ap¬ 
proving  a  control  relationship  (Order  Serial  No.  E-2170). 
In  the  case  of  Metropolitan  Aviation  Corp.  only  10  days 
elapsed  between  the  date  of  the  hearing  and  the  order  ap- 
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proving  a  control  relationship  (Order  Serial  No.  E-3741). 
Because  the  problems  presented  in  this  application  lare 
familiar  to  the  Board,  there  is  no  just  reason  for  believing 
that  the  disposition  of  any  necessary  Section  408  case  would 
take  longer  than  the  examples  cited  above. 

It  should  be  further  noted  that  whatever  delay  might  arise 
in  connection  with  a  Section  408  proceeding  has  been  im¬ 
posed  by  the  Board  itself.  Six  months  ago  (March  6,  1950) 
Transcontinental  and  Continental  filed  a  joint  application 
for  approval  to  control,  pursuant  to  Section  408,  if  such  ap¬ 
proval  be  considered  necessary,  and  requested  that  the  ap¬ 
plication  “be  promptly  assigned  for  hearing/ ’  It  is  n)ian- 
festly  unfair  for  the  Board  at  this  time  to  deny  the  applica¬ 
tion  of  Continental  Southern  on  the  grounds  that  delays 
would  result  from  a  408  proceeding  when  the  applicants  Have 
given  the  Board  the  opportunity  to  conduct  such  a 
2554  proceeding. 


Moreover,  the  Board  could  have  made  a  findin 
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the  401(d)  proceeding  that  the  proposal  satisfied  the  require¬ 
ments  of  the  second  proviso  of  Section  408  and  thereby 
eliminated  any  further  delay. 

D.  If  a  Section  408  Proceeding  Would  be  Necessary  the 
Uncertainties  Thereto  Are  Not  a  Substantial  Basis 
for  Denying  the  Application  of  Continental  Southern. 

The  Board  states  there  is  “grave  question ”  and  “serious 
doubt”  whether  Transcontinental  would  be  able  to  satisfy 
the  requirements  of  a  Section  408  proceeding.  And  if  it  cbuld 
not  then  certification  would  have  been  futile.  Such  an  analy¬ 
sis  evidences  either  a  predisposition  of  the  case  on  its  merits 
before  the  record  is  even  submitted,  or  a  conclusion  th^t  it 
is  legally  impossible  for  a  bus  company  to  satisfy  the  re¬ 
quirements  of  Section  408.  In  the  first  instance  the  action 
is  arbitrary  and  capricious  and  in  the  second  instance  jit  is 
based  on  a  legal  misinterpretation  of  the  statute. 

As  noted  on  pages  13  and  14  of  this  Petition,  on  siihilar 
facts,  and  working  with  a  similar  statute,  the  Interstate 


572 


Commerce  Commission  has  ruled  that  the  “auxiliary  and 
supplemental  test”  (itself  a  creation  of  the  ICC)  is  not 
applicable.  The  doubts  of  the  Board  apparently  arise  from 
the  assumption  that  this  “test”  has  replaced  the  language 
of  the  statute;  and  that  even  in  a  factual  situation  where 
the  test  has  no  meaning  it  should  nonetheless  be  applied. 
Moreover,  in  cases  involving  new  route  extensions,  as  dis¬ 
tinguished  from  acquisitions,  the  ICC  has  ruled  that  the 
Section  408  equivalent  is  not  applicable.  St.  Andrews  Bay 
Transp.  Co.  Extension  of  Operations,  3  MCC  711  (1937) ; 
Santa  Fe  Trail  Stages,  Inc.,  Common  Carrier  Application, 
21  MCC  725  (1940). 

2555  On  page  15  of  the  Board’s  decision  in  the  Parks 
Investigation  Case,  Docket  3965  et  al,  it  is  stated  that 
air  service  is  limited  to  that  which  is  auxiliary,  supplemental 
and  therefore  incidental,  to  surface  carrier  operations.  This 
decision  is  a  story  of  cumulative  error.  It  was  error  in  the 
first  place  to  hold  that  Section  408  was  itself  applicable ;  it 
was  error  to  hold  that  the  second  proviso  of  Section  408, 
which  has  in  some  instances  been  interpreted  to  mean  auxili¬ 
ary  and  supplemental,  should  be  so  interpreted  in  this  case ; 
and  it  was  finally  in  error  to  hold  that  the  second  proviso 
of  Section  408  would  limit  the  air  operations  of  the  appli¬ 
cant  to  those  which  are  incidental  to  its  bus  operations. 

The  petitioner  contends  that  the  administrative  interpre¬ 
tation  of  the  statute  has  been  carried  to  the  point  where 
Section  408  is  no  longer  a  condition  but  a  prohibition.  Such 
interpretation  violates  the  statute,  the  intent  of  Congress 
and  the  Constitution.  The  petitioner  has,  in  this  case,  pre¬ 
sented  a  plan  of  air  operations  which  would  to  the  fullest 
extent  possible  be  coordinated  with  its  surface  systems.  If 
the  applicant  has  failed  to  satisfy  the  second  proviso  of 
Section  408,  the  applicant  confidently  asserts  that  that  Sec¬ 
tion  can  not  be  satisfied  under  the  Board’s  administrative 
tests. 

Part  of  the  Board’s  error  is  its  failure  to  recognize  that 
the  Interstate  Commerce  Commission  does  not  impose  simi- 


573 


lar  restrictions.  In  the  case  of  Pacific  Motor  Trucking  Com¬ 
pany — Valley  Purchase,  39  ICC  441  (1943),  the  ICC  staged 
that  they  had  never  intended  to  prohibit  railroads  frjjm 
rendering  a  motor  carrier  service  “in  addition  to,  and  sub¬ 
stitute  for,  and  in  lieu  of,  the  parallel  railroad  service  . . 
This,  and  similar  cases,  have  been  called  to  the  attention  of 
the  Board  but  they  have  apparently  been  given  no  con¬ 
sideration. 

2556  V.  Relief  Requested. 

A.  Reopen  the  case. 

The  petitioner  respectfully  requests  the  Board  to  reop  en 
Docket  No.  3965  et  al,  to  permit  following  action: 

1.  Substitution  of  Transcontinental  as  the  applicant  in 
place  of  Continental  Southern. 

2.  Submission  of  evidence  on  the  unavailability  of  DC-3 
aircraft. 

3.  Submission  of  evidence  on  the  increased  cost  of  DC-3 
type  aircraft. 

B.  Reconsider  the  selection  of  carrier. 

In  view  of  all  the  arguments  advanced  in  this  petition  apd 
in  the  briefs  and  other  presentations  of  the  petitioner,  it  is 
respectfully  requested  that  the  Board  reconsider  the  awa|rd 
of  the  Re-Opened  Mississippi  Valley  routes  to  Southern  Air¬ 
ways  and  award  such  route  system  to  Continental  Southern. 

It  is  submitted  that  in  view  of  the  unavailability  to  any 
aircraft,  such  reconsideration  would  result  in  no  net  dellay 
to  the  providing  of  air  service  to  this  area.  It  is  simultahe- 
ously  requested  that  the  Board  set  down  for  hearing  the 
application  of  Continental  Southern  Lines,  Inc.,  and  Trans¬ 
continental  Bus  System  for  approval  of  the  relation  between 
the  two  companies  if  such  approval  is  necessary  and  refer¬ 
ence  is  made  to  a  motion  filed  on  this  date  requesting  such 
action. 
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C.  Extend  the  effective  date  of  Southern’s  certificate. 

It  is  finally  requested  that  the  Board  either  extend,  or 
secure  from  the  Court  permission  to  extend,  the  effective 
date  of  Southern  Airways  ’  certificate  to  permit  the  reopen¬ 
ing  and  reconsideration  herein  requested,  as  well  as  to  per¬ 
mit  the  hearing  of  petitioner’s  408  application  if  approval 
under  that  Section  be  considered  necessary. 

2557  The  petitioner  requests  such  other  further  and  dif¬ 
ferent  relief  as  the  Board  may  deem  proper. 

Respectfully  submitted, 

Continental  Southern  Lines,  Inc. 
By  /s/  Wheeler  &  Scoutt 


CERTIFICATE  OF  SERVICE 

I  hereby  certify  that  I  have  this  day  filed  the  foregoing 
petition  on  all  parties  of  record  in  this  proceeding.  The 
service  was  accomplished  by  causing  to  be  mailed  a  copy 
of  the  aforementioned  petition,  properly  addressed,  to  the 
attorney  of  each  said  party. 

/s/  Jerrold  Scoutt 
Jerrold  Scoutt 

Dated :  Washington,  D.  C. 

September  5, 1950 
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2558  Orders 

Serial  Number  E-4647 

UNITED  STATES  OF  AMERICA 
CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Adopted  by  the  Civil  Aeronautics  Board 
at  its  office  in  Washington,  D.  C., 
on  the  22nd  day  of  September,  1950. 

Docket  No.  548  et  al. 

In  the  matter  of  the  application  of 

NATIONAL  AIRLINES,  INC. 
and  other  applicants  for  certificates  or  amendments  to 
certificates  of  public  convenience  and  necessity,  known  as  the 
MISSISSIPPI  VALLEY  CASE 

Docket  No.  501  et  al. 

In  the  matter  of  the  application  of 

AERO  PICKUP  SERVICE  CORPORATION 
and  other  applicants  for  certificates  or  amendments  to 
certificates  of  public  convenience  and  necessity,  known  as  the 
SOUTHEASTERN  STATES  CASE 

Order  Denying  Petition 

A  full  public  hearing  having  been  held  in  each  of  the 
above-entitled  proceedings  and  the  Board  upon  considera¬ 
tion  of  the  records  therein  having  issued  on  July  28,  1950, 
its  opinion  and  order  (Order  Serial  No.  E-4482)  containing 
its  findings,  conclusions  and  decision ; 

Continental  Southern  Lines,  Inc.  (Continental  Southern), 
having  filed  with  the  Board  on  September  5, 1950,  a  petition 
for  reconsideration,  reargument,  and  rehearing  of  the  afore¬ 
said  opinion  and  order  and  having  requested  specifically 
that  the  Board  (1)  reopen  said  proceedings  to  permit  the 
substitution  of  the  Transcontinental  Bus  System  for  Con- 
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tinental  Southern  as  an  applicant  therein,  and  the  submis¬ 
sion  of  evidence  on  the  unavailability  and  increased  cost  of 
DC-3  type  aircraft ;  (2)  upon  reconsideration,  award  to  Con¬ 
tinental  Southern  the  route  system  awarded  to  Southern 
Airways,  Inc.,  pursuant  to  the  aforesaid  opinion  and  order ; 

and  (3)  extend  the  effective  date  of  Southern’s  afore- 
2559  said  certificate ; 

The  Board,  upon  consideration  of  the  aforesaid 
petition  of  Continental  Southern,  finding  that  the  matters 
set  forth  therein  are  not  sufficient  to  warrant  the  granting 
of  the  relief  requested ; 

It  Is  Ordered,  That  the  aforesaid  petition  of  Continental 
Southern  be  and  hereby  is  denied. 

By  the  Civil  Aeronautics  Board : 

/s/  M.  C.  Mulligan 
M.  C.  Mulligan 
Secretary 

(SEAL) 

5247A 

Order 


CIVIL  AERONAUTICS  BOARD 


Docket  No.  501,  et  al. 

Southeastern  States  Case 
Decided  April  4, 1947 

#•••#•#*•# 

9.  That  a  temporary  certificate  of  public  convenience  and 
necessity  be  hereafter  issued,  after  the  appropriate  showing 
indicated  in  the  opinion  attached  hereto  as  to  the  adequacy 
of  airport  facilities,  to  Southern  Airways,  Inc.,  authorizing 
it  to  engage  in  air  transportation  with  respect  to  persons, 
property,  and  mail  for  a  period  of  3  years  from  the  date  of 
issuance,  as  follows : 
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(a)  Between  the  terminal  point  Memphis,  Tenn.,  the  in¬ 
termediate  points  Tupelo  and  Columbus,  Miss.,  Tuscaloosh, 
Birmingham,  and  Gadsden,  Ala.,  Atlanta  and  Athens,  Ga , 
Greenwood,  Greenville,  Spartanburg,  and  Rock  Hill,  S.  Ci, 
and  the  terminal  point,  Charlotte,  N.  C. ; 

(b)  Between  the  terminal  point  Atlanta,  Ga.,  the  inter¬ 
mediate  points  La  Grange,  Columbus,  Albany,  Moultrie, 
and  Valdosta,  Ga.,  and  the  terminal  point  Jacksonville,  Fla. ; 

(c)  Between  the  terminal  point  Columbus,  Ga.,  the  inter¬ 
mediate  points  Macon  and  Augusta,  Ga.,  Orangeburg,  S.  C., 
and  the  terminal  point  Charleston,  S.  C. ; 

###***#### 
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Excerpts  from  Brief  to  the  Board  of  Continental  Southern 
Lines,  Inc.,  Filed  January  30,  1950. 

1988  Subsequent  to  the  hearing,  but  prior  to  the  Exam¬ 
iner’s  Report,  all  of  the  stock  of  Southern  Bus  Lines 
was  purchased  by  Transcontinental  Bus  System  and  the 
name  of  the  applicant  was  changed  to  Continental  South¬ 
ern  Lines,  Inc.  This  relationship  is  one  which  must  even¬ 
tually  be  approved  by  the  Board  under  Section  408  of  the 
Civil  Aeronautics  Act  of  1938,  as  amended. 

Examiner's  Report 

1721  UNITED  STATES  OF  AMERICA 

CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Reopened  Mississippi  Valley  and  Southeastern  States 

Cases 

DOCKETS  NOS.  548  AND  501,  ET  AL. 

Recommended  that  Southern  Bus  Lines,  Inc.,  be  temporarily 
authorized  to  provide  air  transportation  of  persons,  prop¬ 
erty,  and  mail,  via  various  intermediate  points  over  four 
routes  between  Memphis  and  New  Orleans,  Jackson  and 
Mobile,  Shreveport  and  Monroe,  and  Lake  Charles  and 
New  Orleans. 

Recommended  that  the  Board  institute  an  inquiry  in  the 
event  it  authorizes  the  service  recommended  above  to 
determine  whether  the  public  convenience  and  necessity 
require  the  suspension  of  the  service  of  Delta  Air  Lines, 
Inc.,  at  Meridian  on  route  No.  24  between  Montgomery 
and  Jackson  and  at  Hattiesburg  and  the  substitution 
therefor  of  feeder-line  service. 

Recommended  that  the  applications  in  all  other  respects  be 
denied. 

Appearances : 

H.  Heinrich  Spang  for  Magnolia  Airways  and  Aviation 
Co. 
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Cecil  A.  Beasley,  Jr.,  for  Southern  Airways,  Inc. 

Jerrold  Scoutt,  Jr.,  for  Southern  Bus  Lines,  Inc. 

Vincent  L.  Gingerich  and  James  V.  Allred  for  Tra^is- 
Texas  Airways. 

R.  S.  Maurer  and  L.  E.  Black,  Jr.,  for  Chicago  and  South¬ 
ern  Air  Lines,  Inc. 

George  A.  Smith  for  EasternAir  Lines,  Inc. 

John  W.  Cross  and  Richard  A.  Fitzgerald  for  National 
Airlines,  Inc. 

D.  Franklin  Kell  for  Delta  Air  Lines,  Inc. 

Hon.  Henry  D.  Larcade,  Jr.,  M.  C.,  for  the  State  of 
Louisiana,  Seventh  Congressional  District  of  Louisiana, 
Opelousas  Chamber  of  Commerce,  La.,  and  the  City  of 
Opelousas,  La. 

John  Bell  Williams  for  the  City  of  Jackson,  Miss. 

Carl  F.  Armstrong  for  Chamber  of  Commerce,  Vicks¬ 
burg,  Miss. 

Oak  Duke,  Admiral  A.  S.  Merrill,  and  W.  A.  Mathew  ’.or 
the  Natchez  Chamber  of  Commerce  and  the  City  of  Natchez, 
Miss. 

John  F.  Egger  for  the  City  of  Meridian,  Miss. 

1722  Milton  T.  Evans  for  the  City  of  G-ulfport,  Miss. 

R.  G.  Gellespie,  Joe  Breyer,  R.  S.  Lincoln,  and 
Lix  J.  Fruge  for  the  Meridian  Chamber  of  Commerce,  Miss. 

Hon.  Carroll  Gartin  for  the  City  of  Laurel,  Miss. 

E.  W.  Haining  for  the  City  of  Vicksburg,  Miss. 

0.  C.  Lockett  for  the  City  of  Mobile,  Ala. 

Caye  A.  Nelson  for  the  City  of  Baton  Rouge,  Parish  of 

East  Baton  Rouge,  Chamber  of  Commerce,  Baton  Roufce, 
La. 

M.  B.  Ward  for  the  City  of  Vicksburg,  Miss. 

Arthur  L.  Winn,  Jr.,  for  International  Paper  Company, 

C.  C.  Wood  for  the  Louisiana  Department  of  Public 
Works,  Baton  Rouge,  La. 

Frank  J.  Delany  and  Julian  T.  Cromelin  for  the  Post 
Office  Department. 

Nicholas  Z apple  and  Seymour  Wenner,  Civil  Aeronauti  cs 
Board,  Public  Counsel,  Washington,  D.  C. 
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1727  STATEMENT  OF  THE  CASE 

In  the  original  opinion  in  the  Southeastern  States  Case 1 
the  Board  found  that  the  case  involved  service  to  points  in 
Mississippi,  Alabama,  and  Georgia  the  same  as  contem¬ 
plated  in  the  Mississippi  Valley  Case.2  In  order  that!  it 
would  be  in  the  position  to  determine  whether  service  in 
the  overlapping  areas  should  be  provided  as  a  part  of  the 
local  feeder  service  system  it  had  established  in  the  south¬ 
eastern  states  area  and  awarded  to  Southern  Airways,  Inc., 
or  as  a  part  of  a  separate  system  in  the  Mississippi  Valley 
area,  the  Board  deferred  decision  with  respect  to  the  estab¬ 
lishment  of  service  in  the  States  of  Louisiana,  Mississippi, 
Alabama,  and  Georgia  for  consideration  with  the  Mississippi 
Valley  Case.  Inasmuch  as  the  application  of  Southern  Bus 
Lines  for  service  in  the  southeastern  states  area  proposed 
routes  covered  essentially  by  the  area  embraced  by  the 
Mississippi  Valley  Case ,  it  likewise  was  deferred. 

In  the  original  decision  in  the  Mississippi  Valley  Case 
the  Board  recognized  that  Southern  Airways,  Inc.,  was  pot 
an  applicant  for  authority  to  serve  Baton  Rouge  and  Niw 
Orleans  but  concluded  that  the  additional  service  required 
at  these  points  should  be  provided  by  that  carrier,  an  appli¬ 
cant  in  the  Southeastern  States  Case  and  intervenor  in  tjie 
Mississippi  Valley  Case.  The  opinion  specified  that 

1728  further  hearing  would  be  granted  to  any  aggrieved 
party  requesting  it.  Upon  consideration  of  variohs 

petitions  and  motions  filed  subsequent  to  this  decision  t^ie 
Board  found  that  in  view  of  the  possibility  of  legal  defect 
in  the  award  made  to  Southern  Airways,  Inc.,  it  was  in  tljie 
public  interest  to  vacate  the  award,  reconsider  the  estab¬ 
lishment  of  local  feeder  service  in  the  overlapping  areas,  s^t 
aside  the  denial  of  other  applications  for  service  in  the 
area,  and  permit  Southern  Airways,  Inc.,  to  make  proper 
application  for  Baton  Rouge-New  Orleans  service.  Accord¬ 
ingly,  by  order  dated  April  2,  1948,  the  Board  rescinded 

1  7  C.A.B.  863, 892  (1947). 

2  8  C.A.B.  726  (1947). 
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that  part  of  the  order  which  it  had  adopted  in  its  decision 
in  the  Mississippi  Valley  Case,s  awarding  a  local  feeder 
route  to  Southern  Airways,  Inc.,  and  reopened  the  pro¬ 
ceedings  in  both  the  Mississippi  Valley  and  the  Southeastern 
States  cases  for  further  hearing,  reargument,  and  recon¬ 
sideration  with  respect  to  the  establishment  of  local  feeder 
service  in  the  States  of  Louisiana,  Mississippi,  Alabama, 
and  Georgia,  and  to  and  from  Memphis,  Tenn.4 

In  its  present  form  this  proceeding  was  created  by  the 
Board’s  consolidation  of  both  reopened  cases  for  purposes 
of  hearing  only,  with  all  evidence  taken  herein  becom- 
1729  ing  a  part  of  the  records  in  both  the  Mississippi  Valley 
and  Southeastern  States  cases.5  This  report  contains 
the  findings,  conclusions,  and  recommendations  of  the  ex¬ 
aminer  with  respect  to  the  records  in  both  reopened  cases 
and  the  reopened  proceeding.6 

Under  the  terms  of  the  Board’s  order  on  reconsidera¬ 
tion,  rehearing  was  limited  to  the  issue  of  establishing  de 
novo  local  feeder  service  in  the  defined  area.7  As  the  case 
now  stands  only  the  following  applicants  will  be  considered : 
Magnolia  Airways  and  Aviation  Company  (Magnolia), 
Docket  No.  2106;  Southern  Airways,  Inc.,  (Southern), 

3  Order  serial  No.  E-1060. 

4  Reconsideration  was  granted  to  eligible  applicants  in  the  Mississippi 
Valley  Case  with  respect  to  service  in  Louisiana,  Mississippi,  and  Ala¬ 
bama,  and  to  and  from  Memphis.  Reconsideration  was  granted  applicants 
in  the  Southeastern  States  Case  with  respect  to  the  establishment  of  serv¬ 
ice  covering  the  same  area  but  with  the  addition  of  Georgia  and  other 
than  the  Columbus-Tupelo-Memphis  route  segment  awarded  Southern  in 
that  proceeding. 

5  Order  serial  No.  E-2111. 

6  Except  as  otherwise  expressly  indicated,  the  terms  “this  proceeding”, 
“this  case”,  “the  record  herein”,  “the  evidence  herein”,  or  similar  phrases, 
refer  specifically  to  the  reopened  proceeding.  The  term  “Board's  original 
decision”,  the  “original  decision”,  or  the  like,  refers  specifically  to  the 
Board’s  decision  in  the  Mississippi  Valley  Case,  Order  serial  No.  E-1060, 
decided  December  18, 1947. 

7  As  in  both  reopened  cases,  the  issues  in  this  proceeding  are  governed 
by  section  401(d)  of  the  Civil  Aeronautics  Act  of  1938,  as  amended, 
which  directs  the  Board  to  issue  a  certificate  authorizing  the  whole  or 
any  part  of  the  proposed  transportation  if  it  finds  that  it  is  required 
by  the  public  convenience  and  necessity  and  that  the  applicant  is  fit, 
willing,  and  able  to  perform  such  transportation  properly,  and  to  conform 
to  the  provisions  of  the  Act  and  to  the  rules,  regulations,  and  requirements 
of  the  Board  thereunder. 
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Dockets  Nos.  1774  and  3408 ;  Southern  Bus  Lines,  Inc., 

1730  (Southern  Bus),  Dockets  Nos.  1518  and  1779;  and 
Trans-Texas  Airways  (Trans-Texas),  Docket  No. 

1520. 8  The  applicants  and  air  carrier  intervenors  will  be 
referred  to  hereinafter  by  their  generally  accepted  abbre¬ 
viated  names.  In  addition  to  the  intervenors  in  the  original 
proceedings,  permission  to  intervene  was  granted  nine 
municipalities  and  the  Postmaster  General.  Pursuant  to 
notice  to  the  public  and  all  interested  parties,  a  public  hear¬ 
ing  was  held  at  Washington,  D.  C.,  and  all  parties  were 
afforded  an  opportunity  to  file  briefs  to  the  examiner. 

By  amendments  to  their  proposals  as  originally  filed  all 
of  the  applicants,  with  the  exception  of  Trans-Texas,  spe¬ 
cifically  propose  service  over  the  950-mile  local  feeder 
route  pattern  previously  designated  by  the  Board  in  its 
original  decision,  hereinafter  referred  to  as  the  Board’s 
routes  or  route  pattern.9  In  addition,  some  propose 

1731  service  to  and  from  other  points.  Since  the  funda¬ 
mental  principles  governing  the  disposition  of  these 

applications  have  been  discussed  previously  in  both  re¬ 
opened  cases  and  are  set  forth  in  many  of  the  Board’s 
previous  decisions,  they  will  not  be  repeated  here.10 

8  Prior  to  the  hearing  Gulf  Airways,  Inc.,  and  Ozark  Air  Lines,  Inc., 
advised  the  examiner  that  they  would  not  prosecute  their  applications 
under  Dockets  Nos.  2070  and  3407,  and  Docket  No.  1082,  respectively.  By 
order  dated  July  25,  1949,  serial  No.  E-3062,  these  applications  were  dis¬ 
missed.  Also  see  discussion  hereinafter  with  respect  to  Chicago  and 
Southern  Air  Lines,  Inc.,  and  National  Airlines,  Inc.,  Dockets  Nos.  9|98  and 
1384,  respectively. 

9  (1)  Between  Memphis,  Tenn.,  Clarksdale,  Miss.,  Greenville,  Miss., 
Vicksburg,  Miss.,  and  Jackson,  Miss.; 

(2)  Between  Columbus,  Miss.,  Meridian,  Miss.,  and  Jackson; 

(3)  Between  Meridian,  Laurel,  Miss.,  Hattiesburg,  Miss.,  ard  (a) 
Bogalusa,  La.,  and  New  Orleans,  La.,  and  (b)  Mobile,  Ala.,  Gullfport/ 
Biloxi,  Miss.,  and  New  Orleans;  and 

(4)  Between  Jackson,  Natchez,  Miss.,  Baton  Rouge,  La.,  and  New 
Orleans. 

10  See  Delta  Air,  et  al..  Service  to  Atlanta  and  Birmingham,  2  C.A.B.  447 
(1941);  Braniff  Air.,  Houston-Memphis-Louisville  Route,  2  C.A.B.  353 
(1940) ;  Trans-Southern  Air.,  et  al.,  Amarillo-Oklahoma  City  Op.,  2  C.A.B. 
250  (1940) ;  West  Coast  Case,  6  C.A.B.  961  (1946) ;  Northwest  Air.\et  al., 
Chicago-Milwaukee-New  York,  6  C.A.B.  217  (1944) ;  North  Central  Case, 
7  C.A.B.  639  (1946);  Great  Lakes  Area  Case ,  8  C.A.B.  360  (1947). 
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Applicants 

Detailed  descriptions  of  the  applicants  are  in  the  original 
opinions  and  examiners  ’  reports  in  both  reopened  cases.11 
Substantial  changes,  however,  have  taken  place  in  the  appli¬ 
cants’  organizations  since  their  proposals  were  previously 
presented.  For  convenience  they  will  be  reidentified  and 
their  proposals  summarized  in  the  light  of  such  modifi¬ 
cations  as  were  reflected  in  this  proceeding. 

Magnolia  is  a  Mississippi  corporation  having  a  present 
stock  authorization  of  30,000  shares  of  common  stock  at  $10 
per  share.  Two  thousand  shares,  or  $20,000,  have  been 
paid  for  and  issued,  leaving  $280,000  to  be  sold  and  issued 
under  its  present  charter. 

1732  The  proposed  merger  of  Key  Airlines  with  Mag¬ 
nolia  was  announced  for  the  first  time  in  the  form  of 
amendments  to  their  applications  subsequent  to  the  pre- 
hearing  conference  in  this  proceeding.  Under  the  arrange¬ 
ment  indicated  there  would  be  only  one  applicant,  namely, 
Magnolia,  the  two  companies  joining  as  one  with  Key  Air¬ 
lines  (Key)  withdrawing  as  an  entity.  It  is  requested  that 
their  proposals  as  presented  in  the  original  proceeding  be 
consolidated,  with  all  exhibits,  documents,  and  material 
submitted  by  Key  incorporated  by  reference  and  considered 
as  a  part  of  the  case  of  Magnolia  and  that  any  award  of 
routes  be  made  to  Magnolia. 

Magnolia  and  Key  are  both  fixed  base  nonscheduled  oper¬ 
ators.  Magnolia,  located  at  Laurel,  Miss.,  has  logged  a  total 
of  over  14,000  flight  hours,  or  the  equivalent  of  1,300,000 
flight  miles.  Key  has  owned  and  operated  a  flying  service 
at  Key  Field,  Meridian,  Miss.,  since  1927.  Each  has  hangar 
space  at  their  bases,  equipped  with  repair  and  overhaul 
shops.  Together  they  have  a  total  of  24  small  aircraft. 

By  amendment  to  its  application  under  Docket  No.  2106 
Magnolia  requests  a  temporary  or  permanent  certificate  to 

11  See  appendices  Nos.  1  in  the  Board’s  opinions  in  the  Mississippi 
Valley  and  Southeastern  States  cases,  respectively,  and  the  examiners’ 
reports  in  these  cases. 


engage  in  scheduled  air  transportation  of  passengers,  prop¬ 
erty,  and  mail  over  four  routes  identical  with  the  Board’s 
route  pattern  with  an  additional  route  connecting  Columbus 
with  Memphis.  The  routes  requested  total  1,168  miles  in 
length. 

Depending  upon  the  route  pattern  awarded,  Magnolia 
would  select  Laurel,  Jackson,  or  Meridian  to  origi- 
1733  nate  and  terminate  flights.  One  of  these  bases  would 
be  used  for  servicing  aircraft  and  maintaining  crews;. 
With  hangar,  equipment,  and  facilities  now  available  at 
Laurel,  it  would  use  this  point  for  overhaul  and  major  main¬ 
tenance.  It  points  out  that  this  could  be  accomplished  0:1 
scheduled  flights  without  additional  expense  in  ferrying  air¬ 
craft  to  and  from  Jackson.  Magnolia  believes  that  sched¬ 
ules  could  be  arranged  so  that  passengers,  property,  and 
mail  would  be  exchanged  to  a  stand-by  plane  in  a  few 
minutes  without  delays.  The  company  has  been  offered  the 
use  of  facilities  at  Meridian,  and  the  mayor  of  the  city  of 
Gulfport  has  also  offered  it  rent-free  facilities  and  hangar 


space  at  that  point. 

Magnolia  plans  to  operate  two  round  trips  daily  over 
each  route.  Five  DC-3  aircraft  would  be  used,  two  of  which 
would  be  stand-by  or  reserve  equipment.  Its  estimated 
revenues  for  the  first  year  of  90.96  cents  per  mile  are  pro¬ 
jected  upon  expected  passnger  fares  of  23.13  cents;  ex¬ 
press  at  2.00  cents ;  freight  at  1.00  cent ;  and  mail  at  64.83 
cents.  Magnolia  figures  that,  after  taxes,  its  proposed  oper¬ 
ation  would  provide  a  net  profit  of  1.95  cents  per  mile  a  3 
return  on  investment.  Magnolia  does  not  take  the  position 
that  it  would  be  able  to  operate  the  service  at  a  lesseir 
“need”  rate  than  any  of  the  other  applicants,  but  it  does 
argue  that  being  established  in  the  center  of  the  area  tq 
be  served  it  should  operate  at  less  mail  cost  than  othejr 


carriers. 

Magnolia  estimated  expenses  for  the  first  year  at  89.01 
cents  per  mile.  It  maintains  that  until  wages  and  cost  of 
materials  reach  a  point  where  they  will  be  static,  and  flying 
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equipment  is  available  for  more  economical  operation,  costs 
cannot  be  forecast  with  reasonable  certainty  even 

1734  with  allowance  for  a  narrow  margin  of  fluctuation. 
Magnolia  states  that  it  used  the  Board’s  Bureau  of 

Economic  Regulation  Recapitulation  of  Feeder  Carriers, 
May  1948  Report,  in  arriving  at  average  of  operating  feeder 
carrier  costs  in  figuring  its  estimates.  Its  estimated  profit 
and  loss  statement  for  the  first  year  of  operation  is  repro¬ 
duced  in  appendix  No.  3. 

For  the  first  two  months  of  operation  Magnolia  estimates 
a  cash  outlay  of  $280,000.  It  proposes  to  establish  15  sta¬ 
tions.  It  states  that  its  capital  requirements  are  based  upon 
a  cost  formula  derived  from  an  analysis  of  “Docket  No. 
857,  Feeder  Line  Operations,12  statement  and  exhibits  sub¬ 
mitted  by  Oliver  L.  Parks,  data  obtained  from  Douglas 
Aircraft”  surveys  of  the  area  to  be  served,  and  of  Mag¬ 
nolia’s  own  operations. 

Magnolia  submitted  no  balance  sheet  for  the  record  show¬ 
ing  its  financial  condition  at  the  time  of  hearing.  As  con¬ 
structed  from  the  testimony  of  Mr.  Emery  at  the 

1735  hearing,  it  would  be  substantially  as  follows : 

Assets 


Cash  and  Accounts  Receivable  $12,000 

Aircraft  20,000 

Buildings  4,000 

Other  Fixed  Assets  26,000 


Total 

Liabilities 

Accounts  Payable 
Notes  Payable 
Paid-in  Capital  and  Surplus 
Earned  Surplus 


$60,000  (approx.) 

2,500 

2,000 

20,000 

35,000 


Total 


$60,000  (approx.) 


12  Local,  Feeder,  and.  Pick-up  Air  Service,  6  C.A.B.  1  (1944). 
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While  there  appears  to  be  some  doubt  as  to  the  amount 
of  earned  surplus  (Mr.  Emery  stated  that  Magnolia  began 
business  on  July  1,  1946,  and  through  June  30,  1948,  to  ;al 
profits  amounted  to  only  $15,131.64),  it  appears  that  Mag¬ 
nolia’s  net  worth  is  between  $35,000  and  $55,000. 

Magnolia  is  incorporated  for  the  issuance  of  $300,000 
common  stock.  As  heretofore  pointed  out  only  $20,000  Has 
been  issued  and  paid  for.  Present  plans  for  financing  cjall 
for  selling  a  balance  of  $280,000  common  stock  and  amend¬ 
ing  its  charter  to  issue  and  sell  an  additional  $300,000  in 
preferred  stock,  at  $100  per  share,  to  bear  4.0  percent  in¬ 
terest  to  the  investors.  The  company  has  made  no  arrange¬ 
ments  for  the  underwriting  of  either  stock  issue,  planning 
to  sell  shares  to  residents  of  the  cities  it  proposes  to  serjve. 
This  applicant  also  claims  to  have  an  available  bank  credit 
of  $150,000. 

Southern  Bus  is  a  Louisiana  corporation  having  its  prin¬ 
cipal  office  at  Shreveport.  It  has  engaged  in  moi;or 
1736  transportation  of  passengers,  express,  and  mail  since 
1922  and  operates  approximately  5,000  route  miles 
within  the  area  embraced  by  this  proceeding.  Southern 
Bus  is  a  member  of  the  National  Trailways  Assn.,  a  volun¬ 
tary  organization  embracing  nearly  50  independent  inter¬ 
city  motor  carriers  in  the  United  States,  Canada,  and 
Mexico.  On  March  1,  1949,  Transcontinental  Bus  System, 
Inc.,  filed  a  petition  with  the  Interstate  Commerce  Com¬ 
mission  for  the  approval  of  a  contract  whereby  it  would 
acquire  all  the  outstanding  stock  of  Southern  Bus.13 

By  amendment  to  its  applications  in  Dockets  Nos.  1578 
and  1779,  Southern  Bus  requests  a  permanent  or  tempor¬ 
ary  certificate  authorizing  air  transportation  of  persons, 
property,  and  mail  over  the  Board’s  route  pattern  and,  in 
addition,  service  between  Memphis  and  Columbus  via  Truck. 
Greenville  and  Natchez  via  Monroe;  and  Shreveport  and 
New  Orleans  via  Natchitoches,  Lake  Charles,  Lafayette/ 

13  This  petition,  I.C.C.  Docket  No.  MC-F-4108,  was  granted  by  a  re]>ort 
of  Division  4  August  19,  1949  wherein  Transcontinental  Bus  System  jwas 
authorized  to  buy  and  take  over  Southern  Bus  subject  to  certain  conditions. 
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New  Iberia,  and  Baton  Rouge.  The  route  mileage  requested 
totals  1,545. 

Southern  Bus  plans  to  use  DC-3  aircraft  and  to  operate 
two  round  trips  daily  over  its  routes  with  the  exception 
of  the  segments  between  Hattiesburg  and  New  Orleans  via 
(1)  Bogalusa  and  (2)  via  Mobile  and  Gulfport/Biloxi,  over 
which  one  round  trip  would  be  provided.  Between  Baton 
Rouge  and  New  Orleans  four  round  trips  would  be  offered. 

From  December  11, 1945  to  November  15,  1946,  Southern 
Bus  operated  a  scheduled,  intrastate  feeder  type 
1737  service  between  Monroe  and  New  Orleans  via  Alex¬ 
andria  and  Baton  Rouge.  From  October  8  to  Novem¬ 
ber  15, 1946,  it  provided  additional  service  between  Shreve¬ 
port  and  New  Orleans  via  Natchitoches,  Lake  Charles,  La¬ 
fayette,  and  Baton  Rouge.  Southern  Bus  states  that  it 
conducted  this  operation  with  a  perfect  safety  record  and 
under  the  same  conditions  that  prevail  in  scheduled  inter¬ 
state  operations.  It  flew  487,921  passenger  miles  with  an 
average  load  factor  of  43.10  percent.  A  net  operating  loss 
of  $25,665.94  was  sustained,  or  the  equivalent  of  a  break¬ 
even  operation  with  a  15.6  cents  mail  pay  per  revenue 
plane  mile  flown. 

George  A.  Jones,  who  was  operation  manager  of  the  Air¬ 
line  Division  of  Southern  Bus,  would  return  to  accept  a 
similar  position  if  Southern  Bus  is  certificated.  Hal  N. 
Carr,  executive  vice-president  of  Wisconsin  Central  Air¬ 
lines,  would  accept  the  position  of  general  manager  of  the 
airline.  Both  maintained  that  a  complete  and  fully  com¬ 
petent  organization  could  be  assembled  within  a  short  time. 

Southern  Bus  estimates  capital  requirements  at  $912,950 
based  upon  using  7  aircraft  and  serving  22  stations.  A 
summary  of  its  estimated  expenses  and  break-even  reve¬ 
nues  is  reproduced  in  appendix  No.  3.  Three  sources  of 
capital  are  available  by  Southern  Bus  to  finance  its  pro¬ 
posal.  Firstly,  it  could  obtain  loan  financing  from  nonin- 
terested  parties.  Over  the  past  10  years  the  company  has 
had  an  average  net  income,  after  taxes,  of  over  $500,000. 
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Its  earning  record  is  supplemented  in  this  proceeding  by 
an  equally  strong  balance  sheet  position  showing  unen¬ 
cumbered  tangible  assets  in  excess  of  $2,000,000.  Southern 
Bus’  route  franchises,  carried  at  a  nominal  figure 

1738  of  $67,000,  are  valued  by  the  company  at  over  $1,- 
500,000  which  it  states  would  be  so  valued  by  afiy 

one  interested  in  loaning  it  money.  Secondly,  the  company 
could  borrow  money  from  Transcontinental  Bus  Company 
whose  consolidated  balance  sheet  as  of  December  31,  19|:8, 
shows  it  to  have  over  $2,500,000  in  cash  and  a  surplus  in 
excess  of  $3,600,000.  Thirdly,  Southern  Bus  has  $280,000 
in  cash  over  and  above  its  working  capital  requirements 
which  would  be  immediately  available  for  its  proposed  air 
operation.  By  the  end  of  this  calendar  year  it  expects  tl|at 
cash  on  hand  will  be  increased  as  usual  by  at  least  $500,000. 
Trans-Texas  (formerly  known  as  Aviation  Enterprises, 
Inc.)  presently  holds  a  temporary  certificate  of  public  con¬ 
venience  and  necessity  for  route  No.  82, 14  issued  on  No¬ 
vember  14,  1946,  pursuant  to  the  Board’s  decision  in  the 
Texas-Oklahoma  Case ,15  Its  entire  route  is  2,028 

1739  miles  in  length  and  includes  30  points.  Service  w|as 
inaugurated  on  October  11,  1947.  As  of  September 

30,  1948,  21  of  these  points  were  being  served  and  Trans- 

14  Authorizes  air  transportation  of  persons,  property,  and  mail  as 
follows : 

(1)  Between  the  terminal  point  El  Paso,  Tex.,  the  intermediate 
points  Van  Horn,  Marfa,  Alpine,  Fort  Stockton,  Del  Rio,  Eagle  Pass, 
and  Uvalde,  Tex.,  and  the  terminal  point  San  Antonio,  Tex.; 

(2)  Between  the  terminal  point  Eagle  Pass,  Tex.,  the  intermediate 
points  Crystal  City,  Laredo,  Mission-McAllen-Edinburg  (to  be  served 
through  Moore  Field),  and  Harlingen,  Tex.,  and  the  terminal  point 
Brownsville,  Tex. ; 

(3)  Between  the  terminal  point  San  Antonio,  Tex.,  the  intermediate 
points  Victoria,  Bay  City,  and  Freeport,  Tex.,  and  the  terminal  point 
Houston,  Tex. ; 

(4)  Between  the  terminal  point  Fort  Stockton,  Tex.,  the  intermediate 
points  McCamey-Sheffield  (to  be  served  through  McCamey  Airport),  San 
Angelo,  Coleman,  Brownswood,  Stephenville,  and  Fort  Worth,  Tex.,  and 
the  terminal  point  Dallas,  Tex. ;  and 

(5)  Between  the  terminal  point  Dallas,  Tex.,  the  intermediate  points 
Corsicana,  Palestine,  and  Lufkin,  Tex.,  and  (a)  beyond  Lufkin,  Tjix., 
the  terminal  point  Houston,  Tex.,  and  (b)  beyond  Lufkin,  Tex.,  the  inter¬ 
mediate  points  Beaumont-Port  Arthur,  Tex.,  and  Galveston,  Tex.,  and 
the  terminal  point  Houston,  Tex. 

15  7  C.A.B.  481  (1946). 
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Texas  had  transported  15,088  revenue  passengers  over  ap¬ 
proximately  3,531,000  revenue  passenger  miles,  and  had 
flown  20,750  mail  ton-miles.  Its  revenue  passenger  load 
factor  during  this  period  was  11.3  percent. 

The  application  of  Trans-Texas,  Docket  No.  1520,  as 
consolidated  into  the  Mississippi  Valley  Case ,  is  a  severed 
portion  of  its  original  application  under  Docket  No.  1078 
which  was  heard  in  the  Texas-Oklahoma  Case ,  supra,  pro¬ 
posing  local  feeder  service  in  the  States  of  Louisiana  and 
Mississippi.  It  did  not  amend  its  application  within  the 
time  agreed  upon  at  the  prehearing  conference.  In  fact,  it 
was  not  until  almost  6  months  thereafter  that  Trans-Texas 
indicated  that  it  would  participate  in  the  reopened  proceed¬ 
ing.  It  relies  upon  the  general  prayer  in  its  application  for 
the  award  of  any  routes  other  than  those  for  which  it 
specifically  applied. 

In  its  original  decision,  the  Board  amended  the  certifi¬ 
cate  held  by  Trans-Texas  for  route  No.  82  to  include  service 
between  the  intermediate  point  Lufkin  and  the  terminal 
point  Houston  via  the  intermediate  points  Beaumont  and 
Galveston.  Beaumont  was  later  redesignated  as  Beau¬ 
mont/Port  Arthur  by  further  amendment  of  its  certificate 
in  proceedings  under  Docket  No.  3366. 

Under  the  terms  of  the  Board’s  order  on  reconsideration, 
the  examiner  ruled  inter  alia  at  the  prehearing  conference 
held  on  June  4,  1948,  and  in  his  report  thereon  issued 
August  24, 1948,  that  service  between  points  in  Texas 
1740  and  Louisiana  was  not  an  issue  in  this  reopened 
proceeding.  On  November  22,  1948,  Trans-Texas 
filed  a  petition  with  the  Board  requesting  amendment  of 
the  reopening  order  to  include  within  the  scope  of  the  re¬ 
opened  proceeding  the  issue  of  service  between  Beaumont/ 
Port  Arthur,  Tex.,  and  Lake  Charles,  La.,  and  consolida¬ 
tion  of  that  portion  of  its  application  in  Docket  No.  1520 
for  service  between  these  points.  By  order  dated  January 
10,  1949, 16  the  Board  denied  the  petition  of  Trans-Texas 
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on  the  ground  that  by  granting  its  request  the  scope  of  this 
reopened  proceeding  would  be  unduly  expanded. 

Trans-Texas  took  the  position  that  unless  its  petition 
were  granted  it  would  be  precluded  from  showing  the  econ¬ 
omies  that  would  result  from  integration  of  any  service 
established  in  Louisiana,  Mississippi,  and  Alabama  wi  ;h 
its  route  No.  82.  It  nevertheless  premises  the  theory  of  its 
case  upon  these  considerations. 

As  suggested  by  its  exhibits  Trans-Texas  proposes  serv¬ 
ice  over  the  Board’s  route  pattern  and,  in  addition,  service 
between  Lake  Charles  and  New  Orleans  via  Lafayette, 
Baton  Rouge,  and  Donaldsonville.  The  routes  requested 
total  1,285  miles  in  length.  It  has  10  DC-3  aircraft  of  which 
2  would  be  assigned  to  operations  over  the  routes  suggested 
herein.  It  estimates  that  it  would  be  necessary  for  it  ;o 
acquire  four  more  DC-3’s  in  order  to  provide  the  proposed 
additional  service.  The  total  amount  of  additional  capital 
estimated  to  be  required  is  $244,550  based  upon 
1741  using  6  aircraft  and  serving  19  stations.  A  summary 
of  its  estimated  costs  is  reproduced  in  appendix  N o. 
3.  At  the  time  of  the  hearing  it  had  assets  totaling  $1,13S  ,- 
013.14  of  which  $83,749.85  was  cash,  and  $184,756.87  de¬ 
ferred  charges  and  intangibles.  Trans-Texas  has  no  spe-’ 
cific  plan  for  additional  financing  but  believes  that  it  cou  .d 
be  obtained  through  loans  on  its  aircraft. 

Southern  presently  holds  a  temporary  certificate  of  pub¬ 
lic  convenience  and  necessity  for  route  No.  98. 17  awarded 
in  the  Southeastern  States  Case,  supra.  This  route  is  l,3--:2 
miles  in  length.  Order  serial  No.  E-435,  adopted  by  the 
Board  in  that  proceeding  and  dated  April  4, 1947,  provided : 


17 “(a)  Between  the  terminal  points  Memphis,  Tenn.,  the  intermedia! 
points  Tupelo,  Miss.,  Columbus,  Miss.,  Tuscaloosa,  Ala.,  Birminghan 
Ala.,  Gadsden,  Ala.,  Atlanta,  Ga.,  Athens,  Ga.,  Greenwood,  S.  C.,  Greei 
ville,  S.  C.,  Spartanburg,  S.  C.,  Rock  Hill,  S.  C.,  and  the  terminal  poin 
Charlotte,  N.  C. ; 

“  (b)  Between  the  terminal  point  Atlanta,  Ga.,  the  intermediate  point 
La  Grange,  Ga.,  Columbus,  Ga.,  Albany,  Ga.,  Moultrie,  Ga.,  Valdosta 
Ga.,  and  the  terminal  point  Jacksonville,  Fla.; 

“(c)  Between  the  terminal  point  Columbus,  Ga.,  the  intermedia! 
points  Macon,  Ga.,  Augusta,  Ga.,  Orangeburg,  S.  C.,  and  the  termini 
point  Charleston,  S.  C.” 
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“9.  That  a  temporary  certificate  of  public  conven¬ 
ience  and  necessity  be  hereafter  issued,  after  the  ap¬ 
propriate  showing  indicated  in  the  opinion  attached 
hereto  as  to  the  adequacy  of  airport  facilities,  to 
Southern  Airways,  Inc.,  authorizing  it  to  engage  in 
air  transportation  with  respect  to  persons,  property, 
and  mail  for  a  period  of  three  years  from  the  date 
of  issuance,  *  * 

1742  On  September  14,  1948,  Southern  filed  a  petition 
for  the  issuance  of  the  certificate  authorized  in  which 

it  stated  that  a  survey  of  airport  facilities  showed  that  of 
the  23  cities  to  which  it  was  authorized  to  provide  service, 
21  had  facilities  adequate  for  the  DC-3  aircraft  it  proposed 
to  use.  Tupelo,  to  which  service  is  proposed  in  this  pro¬ 
ceeding,  is  one  of  these  three  cities.  By  order,  dated  June 
7,  1949,  service  suspension  was  authorized  at  these  points. 
On  June  10, 1949,  Southern  inaugurated  round  trip  service 
between  Memphis  and  Atlanta.  At  the  present  time  it  is 
operating  over  all  of  its  routes  and  serving  20  of  the  23 
cities  for  which  it  is  certificated. 

By  filing  an  amendment  to  Docket  No.  1774  as  consoli¬ 
dated  in  the  Southeastern  States  Case  and  an  original  ap¬ 
plication,  Docket  No.  3408,  in  the  Mississippi  Valley  Case , 
Southern  seeks  a  certificate  or  certificates  of  public  con¬ 
venience  and  necessity,  either  permanent  or  temporary, 
authorizing  scheduled  transportation  by  air  of  mail,  pas¬ 
sengers,  and  property  over  the  Board’s  routes  and,  in  ad¬ 
dition,  service  between  Mobile  and  Columbus,  Ga.,  via  An- 
dalusia/Opp  and  Dothan.  The  total  mileage  of  these  routes 
is  1,470. 

The  new  application  of  Southern  under  Docket  No.  3408, 
with  the  exception  of  the  portion  requesting  service  to 
points  in  Georgia,  which  was  severed  and  assigned  Docket 
No.  3527,  was  consolidated  into  the  Mississippi  Valley 
Case.16  This  application  proposes  services  to  in- 

1743  elude  the  Louisiana  points  of  Baton  Rouge  and  New 
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Orleans  to  overcome  the  legal  technicality  previously  pre¬ 
sented  by  that  carrier  having  been  designated  for  serv¬ 
ice  to  these  cities  in  the  original  decision. 

At  the  time  of  the  Southeastern  States  Case,  Frank 
Hulse,  president  and  principal  stockholder  of  Southern,  whs 
also  president  and  principal  stockholder  of  five  other  com¬ 
panies  each  of  which  was  engaged  exclusively  in  some  phase 
of  aeronautical  activity  in  the  southeastern  area  of  tfie 
United  States.  While  these  companies  had  no  legal  con¬ 
nection  with  one  another,  all  but  one  were  organized  and 
under  the  personal  supervision  and  control  of  Mr.  HulseJ19 

In  December  1945,  the  Southern  Airways  Sales  Com¬ 
pany  of  Alabama  was  domiciled  as  a  Delaware  corporation 
under  the  name  “Southern  Airways  Company’ ’  and  Re¬ 
quired  all  of  the  stock  of  the  four  other  fixed-base  cotn- 
panies  which  then  became  wholly-owned  subsidiaries.  Dur¬ 
ing  1948  the  various  subsidiaries  dissolved  and  their  as¬ 
sets  were  taken  over  by  Southern  Airways  Company. 


1744  The  records  of  this  company  show  that  on  January 
1,  1949,  there  were  79  stockholders  who  took  all  of 
the  company’s  stock.  Only  two  of  these  stockholders  own 
more  than  5  percent.  One  of  them,  namely,  Mr.  Hulse,  owns 
64  percent  of  the  outstanding  stock  while  the  other,  Mr.  I.  F. 
Jones,  owns  13  percent. 

The  operations  of  Southern  Airways  Company  present¬ 
ly  include  wholesale  and  retail  sales  of  aircraft  and  air¬ 
craft  accessories,  servicing  of  aircraft,  engine  aircraft  over¬ 
hauling,  charter  flights,  flight  instruction,  aircraft  rental, 
and  modification  of  airlines  and  executive  transports.  It 
is  one  of  the  largest  aircraft  sales  and  service  organiza¬ 
tions  in  the  South.  Its  Atlanta  operation  has  performed 
major  modifications  and  conversion  of  surplus  army  air¬ 
craft.  Its  various  bases  now  perform  routine  maintenance 

10  These  relationships  between  Southern  and  the  five  affiliated  companies 
and  Mr.  Hulse  were  presented  to  the  Board  by  application  under  section 
408.  This  application  was  consolidated  in  the  Southeastern  States  Case 
and  the  Board  approved  it  finding  that  the  relationship  between  the  five 
companies  presented  no  question  of  monopoly  or  restraint  of  competition 
and  would  not  be  inconsistent  with  the  public  interest.  (7  C.A.B.  863,  898). 
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and  servicing  of  approximately  50  planes  owned  by  South¬ 
ern  Airways  Company  and  numerous  privately  owned  air¬ 
craft.  Many  of  the  private  aircraft  serviced  are  twin-en¬ 
gine,  including  Beechcraft,  Cessnas,  Lodestars,  and  DC-3’s. 
Bases  are  currently  operated  at  Birmingham  and  Hunts¬ 
ville,  Ala.,  Atlanta,  Ga.,  Greenville,  S.  C.,  and  Charlotte, 
N.  C. 

Based  upon  using  5  DC-3  aircraft  and  serving  15  stations, 
Southern  estimates  its  capital  requirements  at  $339,800. 
A  summary  of  its  estimated  revenues  and  expenses  for  the 
combined  systems  is  set  out  in  appendix  No.  3.  Southern 
explained  in  great  detail  in  this  proceeding  the  method  by 
which  it  would  raise  capital  necessary  to  inaugurate 
1745  service  on  the  routes  awarded  to  it  in  the  South¬ 
eastern  States  Case.20  In  contrast,  little  evidence 
was  presented  to  a  showing  of  raising  funds  for  financing 
the  routes  requested  in  this  proceeding.  Southern  states, 
however,  that  it  would  issue  an  additional  $300,000  in  com¬ 
mon  stock  if  certificated  for  such  service.  The  representa¬ 
tive  of  Marx  and  Company,  an  investment  banking  firm  en¬ 
gaged  to  sell  securities  for  Southern,  with  offices  in  New 
York  and  branches  in  Birmingham,  Spartanburg,  Raleigh, 
and  Ashville,  stated  that  his  company  would  have  a  con¬ 
tinuing  interest  in  Southern  and  would  be  interested  in 
new  or  other  financing. 

By  Order  serial  No.  E-3161,  adopted  August  18,  1949, 
the  Board  approved  a  4-percent  loan  of  $120,000  by  the 
Reconstruction  Finance  Corporation  to  Southern. 

Chicago  and  Southern. — When  Chicago  and  Southern  ap¬ 
plied  for  local  routes  in  the  original  proceeding  its  appli¬ 
cation  under  Docket  No.  998  was  filed  on  the  following 
basis:  (1)  the  routes  were  chosen  as  being  complementary 

20  Southern  estimated  that  $353,100  would  be  necessary  to  finance  the 
routes  awarded  to  it  in  the  Southeastern  States  Case,  $255,000  to  be 
raised  by  stock  issue  and  the  other  $100,000  borrowed  from  a  bank.  Mr. 
Hulse  testified  that  he  could  secure  short-term  credit  for  gas  and  oil 
requirements  up  to  $175,000  and  engine-repair  credit  up  to  $75,000.  This 
would  mean  that  Southern  needed  around  $600,000  to  finance  its  present 
feeder  operation. 
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to  route  No.  8  to  serve  communities  which  in  its  judgment 
showed  the  greatest  promise  of  eventually  permitting  trunk¬ 
line  air  service  at  a  modest  profit;  (2)  the  company  con¬ 
sidered  that  it  had  a  public  duty  of  offering  such  service 
to  such  smaller  communities  even  at  the  cost  of  a  part  of 
the  profits  derived  from  the  larger  and  more  profitable 
cities  it  served. 

1746  On  brief  in  support  of  exceptions  to  the  report  of 
the  examiners  in  the  original  case,  Chicago  and 
Southern  stated : 1 1  However,  the  Board,  through  its  experi¬ 
ment  'with  feederlines  has  indicated  that  in  general  the 
trunklines  are  to  be  excluded  from  serving  the  smaller  com¬ 
munities  in  order  to  make  the  entire  traffic  potential  of  such 
communities  available  to  support  the  feederlines.  Hence 
this  company  has  arrived  at  the  conclusion  that  we  will  not 
press  for  certification  to  the  smaller  communities.  Now, 
because  of  the  increased  cost  of  station  installations,  mate¬ 
rial,  and  personnel,  we  believe  that  we  could  not  reasonably 
expect  to  operate  profitably  into  small  points.  The  conclu¬ 
sion,  not  to  press  our  local  service  applications  herein,  is 
strengthened  and  perhaps  hastened  somewhat  by  the  sub¬ 
stantial  losses  experienced  by  this  company  over  the  past 
several  months.  There  is  no  longer  any  profit  which  can 
be  used  to  support  service  to  the  less  popular  cities.  Of 
all  the  points  originally  sought  by  Chicago  and  Southern 
in  its  local  service  applications  in  this  case,  we  desire  to 
press  only  for  certification  of  Baton  Rouge  as  an  inter¬ 
mediate  point  between  Jackson  and  New  Orleans.”  This 
position  was  substantially  restated  on  oral  argument  to 
the  Board  in  the  original  proceeding. 

Subsequent  to  the  prehearing  conference  herein,  Chicago 
and  Southern  by  letter  to  the  examiner  advised  that  it  would 
actively  support  only  that  portion  of  its  local  service  appli¬ 
cation  under  Docket  No.  998  proposing  service  to  Baton 
Rouge.  In  its  application  as  originally  filed  Chicago  and 
Southern  sought,  among  other  things,  a  local  service  route 
between  Memphis  and  New  Orleans,  via  Helena,  Clarks- 
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1747  dale,  Greenville,  Jackson,  Natchez,  and  Baton  Rouge. 
It  was  pointed  out  that  this  proposal,  as  modi¬ 
fied,  is  intended  to  provide  local  service  between  Baton 
Rouge  and  New  Orleans  via  Jackson,  Greenwood,  and  Mem¬ 
phis.  Through  connections  at  Memphis  and  New  Orleans, 
service  would  be  provided  for  Baton  Rouge  to  Chicago, 
Detroit,  and  the  Caribbean. 

As  ruled  at  the  prehearing  conference  and  reaffirmed  in 
the  report  thereon  and  in  subsequent  correspondence,  the 
proposal  of  Chicago  and  Southern  as  modified  with  the  re¬ 
quest  to  serve  Baton  Rouge  only  does  not  fall  within  the 
scope  of  the  case.  As  this  carrier  has  recognized,  the 
Board’s  reopening  order  limits  this  proceeding  to  a  re¬ 
consideration  of  the  establishment  of  local  feeder  service 
within  the  defined  area  and  between  points  therein  and  the 
city  of  Memphis.  In  rescinding  its  previous  order  which 
denied  certain  applications  for  such  service,  the  proposal 
of  Chicago  and  Southern  for  local  feeder  service  as  orig¬ 
inally  presented  was  among  those  included.  While  its  ap¬ 
plication  has  never  been  amended  the  proposal  of  Chicago 
and  Southern  as  presented  in  the  reopened  proceeding  is 
resolved  into  a  request  for  authorization  to  serve  Baton 
Rouge  as  an  intermediate  point  on  route  No.  8  and  involves 
the  issue  of  through  trunk-line  service.  As  such,  it  was 
ruled  outside  of  the  scope  of  the  proceeding  and  that  part 
of  the  exhibits  of  Chicago  and  Southern  and  testimony 
offered  in  support  of  its  Baton  Rouge  proposal  were 

1748  rejected  by  the  examiner  at  the  hearing  but  were  al¬ 
lowed  to  accompany  the  record  as  an  offer  of  proof.21 

National  by  letter  to  the  examiner  subsequent  to  the  pre- 
hearing  conference  herein  stated  that  it  would  not  partici¬ 
pate  as  an  applicant  in  this  proceeding  but  would  retain  its 
status  as  a  party  to  the  case  for  the  purpose  of  opposing 

21  Pages  1-11  of  C.  &  S.  Exhibit  No.  1  and  the  proposed  testimony  of  wit¬ 
ness  Clement  in  support  thereof  to  prove  that  the  public  convenience  and 
necessity  require  the  inclusion  of  Baton  Rouge  as  an  intermediate  point 
between  Jackson  and  New  Orleans  on  route  No.  8  and  that  C.  &  S.  is  fit, 
willing,  and  able  to  provide  the  proposed  service. 

Pages  1-11  of  C.  &  S.  Exhibit  No.  1  and  the  proposed  testimony  of  wit¬ 
ness  Clement  in  support  thereof  with  respect  to  deferring  action  on  the 
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any  proposals  which  would  duplicate  its  services  in  Louis¬ 
iana,  Mississippi,  and  Alabama.22 

1749  Route  Potentialities 

The  Board’s  opinions  and  examiners’  reports  on  tjhe 
original  records  in  both  reopened  cases  summarized  Rhe 
voluminous  evidence  considered  with  respect  to  the  eco¬ 
nomic  characteristics  and  traffic  potentials  of  the  numerous 
cities  in  the  area  embraced  by  this  proceeding.  It  is  appar¬ 
ent  on  the  reopened  record,  however,  that  certain  changes 
have  occurred  in  the  year  and  a  half  that  elapsed  since  vjae 
Board’s  original  decision  and  the  rehearing  granted  here¬ 
in  which,  among  other  things,  would  alter  the  conclusion 
previously  reached  with  respect  to  air  service  in  the  St£|te 
of  Louisiana  and  the  economic  feasibility  of  various  seg¬ 
ments  designated  for  service  in  the  States  of  Mississippi 
and  Alabama.  For  this  reason  all  of  the  evidence  and  rele¬ 


vant  facts  of  record  in  both  reopened  cases  have  been  Re¬ 
examined  and  weighed  in  the  light  of  new  evidence  devel¬ 
oped  upon  rehearing,  and  the  public  convenience  and  neces¬ 
sity  of  the  proposed  potential  routes  and  of  the  cities  in¬ 
volved  will  be  reviewed  de  novo. 

As  the  Board  recently  stated,  local  feeder  routes  are 
established  for  the  purpose  of  providing  the  Board  with 
information  concerning  operations  with  cities  of  small  pop- 


proposed  feederline  operations  until  C.  &  S.’  Baton  Rouge  application 
could  be  heard  and  considered  simultaneously. 

Pages  1-11  of  C.  &  S.  Exhibit  No.  1  and  the  proposed  testimony  jof 
witness  Clement  in  support  thereof  to  prove  that  the  needs  of  Baton 
Rouge  for  north-south  air  service  are  long-haul  or  trunkline  in  nature 
and  not  local  or  feederline  and  that  no  north-south  feederline  service 
to  and  from  Baton  Rouge  should  be  certificated. 

22  National's  application  under  Docket  No.  1384  proposed  a  circular 
route  out  of  New  Orleans  to  serve  Bogalusa,  Baton  Rouge,  Natchez, 
Vicksburg,  Jackson,  Laurel,  Hattiesburg,  Mobile,  Pascagoula,  and  Gulf¬ 
port,  thence  back  to  New  Orleans.  This  was  part  of  a  local  feeder  service 
proposed  by  National  under  Docket  No.  1384  for  the  State  of  Florida 
and  the  southern  parts  of  Georgia,  Alabama,  Mississippi,  and  Louisiana. 
A  part  of  Docket  No.  1384  was  heard  in  the  Florida  Case ,  6  C.A.B.  765, 
Docket  No.  1771  which  included  that  portion  of  Docket  No.  1384  lor 
service  between  Jacksonville  and  Mobile  was  heard  in  the  Southeastern 
States  Case.  The  remainder  of  Docket  No.  1384  was  consolidated  ahd 
heard  in  the  Mississippi  Valley  Case. 
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illations  so  that  it  will  be  in  a  position  to  determine  the 
feasibility  of  authorizing  service  to  these  cities  on  a  more 
permanent  basis.23 

1750  On  September  1,  1948,  the  Board  announced  its 
program  for  consideration  of  the  extension  of  the 

temporary  certificates  held  by  feederlines  which  were  about 
to  expire.  The  Bureau  of  Economic  Regulation  has  been 
engaged  in  an  analysis  of  traffic  and  cost  data  with  re¬ 
spect  to  the  operations  of  feederlines,  and  based  upon 
study  of  these  analyses  the  Board  has  instituted  proceed¬ 
ings  by  orders  to  show  cause  addressed  to  specific  carriers 
for  the  purpose  of  determining  whether  the  public  con¬ 
venience  and  necessity  require,  among  other  things,  the 
extension  of  the  temporary  route  structures.  In  these  pro¬ 
ceedings  the  Board  reached  the  tentative  conclusion  that 
feeder  service  seldom,  if  ever,  should  be  competitive  and 
that  where  a  feeder  carrier’s  route  is  duplicated  by  a 
trunk-line  carrier  and  such  route  is  not  necessary  to  the 
trunk-line  carrier’s  operation,  such  route  should  be  served 
by  the  feeder  carrier  alone.  Conversely,  where  a  route  is  a 
necessary  and  integral  part  of  a  trunk-line  carrier’s  sys¬ 
tem  and  essential  to  its  economical  operation,  such  route 
should  not  be  served  by  a  feeder  carrier.  It  was  also  the 
Board’s  conclusion  that  feeder  routes  should  be  adjusted 
to  avoid  duplication  between  communities  served  by  two 
feeders.  While  the  Board  pointed  out  that  these  general 
objectives  cannot  be  achieved  immediately  in  many  existing 
operations  and  may  not  be  possible  to  fulfill  in  particular 
situations,  they  represent  principles  which  are  of  import¬ 
ance  in  working  out  the  appropriate  relationships  between 
feeder  carriers  and  the  other  certificated  carriers  in  author¬ 
izing  new  and  additional  feeder  service. 

1751  The  problem  of  competition  is  particularly  critical 
in  feederline  operations  where  the  rate  of  traffic 

growth  has  not  approached  the  increase  experienced  in 
trunk-line  service.  Thus,  one  factor  that  appears  of  COn- 

23  Turner  Airlines ,  Inc.,  Transfer  of  Certificate,  mimeographed  opinion 
decided  August  9, 1949. 
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siderable  importance  in  accomplishing  a  successful  experi¬ 
ment  is  the  selection  of  routes  which  do  not  involve  dupli¬ 
cation  of  existing  services.  Consequently,  proposals  su|ch 
as  those  of  Trans-Texas  and  Southern  Bus  to  operate  be¬ 
tween  Lake  Charles  and  New  Orleans,  and  of  Southern  to 
operate  between  New  Orleans  and  Columbus,  Ga.,  serv¬ 
ing  the  identical  intermediate  points  now  served  by  Eastern 
with  the  addition  of  one  intermediate  point,  appear  unde¬ 
sirable.  As  hereinafter  discussed  several  segments  on  the 
Board’s  route  pattern  findings  now  appear  subject  to  this 
same  defect.  The  authorization  of  routes  of  this  type  would 
appear  only  to  accentuate  the  problems  which  experience 
has  shown  are  encountered  in  developing  feeder-line  air 
travel. 


In  the  examiner’s  opinion  current  air  traffic  figures  are 
the  most  significant  data  of  record  bearing  upon  the  need 
for  additional  service  over  particular  segments.  In  order 
not  to  create  situations  of  excessive  duplication  of  serv¬ 
ices  which  may  later  require  remedial  action  by  the  Boar  d, 
the  need  for  competitive  segments  proposed  in  this  pro¬ 
ceeding  will  be  examined  critically  in  the  light  of  the  traffic 
available.  One  method  of  avoiding  destructive  competition 
with  the  trunk-line  carriers  is  the  selection  of  routes  with  a 
minimum  of  two  intermediate  points  between  each  pair  of 
presently  certificated  cities  plus  the  requirement  that  all 
flights  stop  at  a  specified  number  of  intermediate 
1752  points. 

Practically  all  of  the  various  methods  for  estimat¬ 
ing  traffic  potential  used  by  the  applicants  in  the  final  analy¬ 
sis  are  resolved  into  the  question  of  population  or  isola¬ 
tion,  or  both.  Some  differences  have  been  attributed  to 
variations  in  per  capita  earnings  or  in  the  nature  of  the 
commercial  or  industrial  activities  of  a  particular  city,  but 
the  results  of  these  factors  upon  the  travel  habits  of  the 
residents  have  never  been  determined  with  reliability.  Light 
traffic  density  is,  of  course,  a  major  cause  for  the  high  cost 
of  any  operation.  Other  considerations  in  the  selection  of 
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an  appropriate  local  feeder  route  are  the  populations  of 
the  intermediate  points  to  be  served,  existing  surface  trans¬ 
portation  facilities,  and  the  availability  of  adequate  air¬ 
ports.  Another  consideration  of  importance  in  this  re¬ 
spect  is  the  geographical  relation  of  a  local  feeder  route 
pattern  to  traffic  centers  and  the  intermediate  or  tributary 
points.  The  experience  of  Southwest  and  Pioneer  shows 
that  traffic  between  exclusive  feeder  stations  is  at  best  an 
inconsequential  part  of  total  feeder  traffic.  The  percentage 
of  total  feeder  passenger-miles  originating  or  terminating 
at  traffic  centers  is  usually  from  60  to  over  90  percent  of 
total  passenger-miles.  In  view  of  this  traffic  distribution 
the  most  important  economic  consideration  in  designating 
intermediate  points  would  appear  to  concern  their  size 
(traffic  potential)  and  distance  from  major  traffic  centers. 
The  problem  of  determining  where  feeder  routes  should  be 
established  would  thus  appear  essentially  one  of  selecting 
an  appropriate  group  of  cities  on  a  logical  route  pattern, 
rather  than  attempting  to  provide  local  air  service  to  all 
towns  desiring  such  transportation  and  to  which  it 
1753  is  proposed. 

Any  feeder-line  service  proposed  herein  which 
would  be  competitive  would  have  a  serious  adverse  effect 
upon  an  existing  operation,  would  not  serve  a  substantial 
public  need  and  would  not  be  operationally  feasible  should 
not  therefore  be  certificated.  The  Board’s  pronouncements 
indicate  an  intent  to  follow  a  policy  along  these  lines  and 
the  recommendations  herein  will  be  made  accordingly. 

The  four  applications  in  this  proceeding  for  the  most  part 
are  based  upon  the  Board’s  route  pattern  findings.  Since 
most  of  the  controversy  is  directed  to  this  basic  route  pat¬ 
tern  and  principally  has  to  do  with  service  in  Mississippi, 
that  State  will  be  discussed  first  and  will  be  followed  by 
other  route  potentialities  and  segments  involved  in  the 
States  of  Louisiana,  Alabama,  and  Georgia. 
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Mississippi 

Western  part. — There  are  four  important  cities  in  the 
western  part  of  Mississippi  without  air  service  which  h4d 
1940  populations  exceeding  15,000.  In  the  Board’s  original 
decision,  it  found  need  for  feeder-line  service  between  Mem¬ 
phis  and  New  Orleans  via  six  intermediate  points  general iy 
along  the  Mississippi  River.24  With  the  exception 

1754  of  the  addition  of  Monroe,  this  record  discloses  no 
changes  either  in  the  service  pattern  or  the  traffic 

potentialities  of  the  Board’s  route  pattern  findings  whicsh 
lead  to  a  different  conclusion  with  respect  to  these  cities. 
An  analysis  of  surface  transportation  facilities  between 
the  points  designated  on  the  Board’s  route  pattern  is  s  jt 
forth  in  appendix  No.  1.  The  number  of  March  and  Septem¬ 
ber  1948  round  trip  air  passengers  per  day  traveling  be¬ 
tween  the  certificated  points  on  this  pattern  and  additional 
points  proposed  to  be  served  is  tabulated  in  appendix  No. 
2.  As  hereinafter  discussed,  the  evidence  shows  that  these 
cities  have  a  strong  community  of  interest  with  the  major 
centers,  Memphis  and  New  Orleans,  with  Jackson,  the  capi¬ 
tal  of  Mississippi,  and  to  some  extent  with  each  other. 

1755  Memphis -Jacks  on-New  Orleans  route. — The  estab¬ 
lishment  of  a  feeder-line  route,  hereinafter  identified 

as  route  (a),  to  connect  Clarksdale,  Greenville,  Vicksburg, 


24  At  pages  754  and  755  of  the  opinion,  the  Board  said:  “From  ojw 
study  of  the  evidence  of  record  in  the  Southern  States  Case,  supra,  we 
find  local  air  transportation  service  is  justified  between  Memphis  and 
Jackson  via  Clarksdale,  Greenville,  and  Vicksburg.  Such  a  route  would 
serve  the  rich  farming  and  forestry  section  of  the  north  Delta  countiy 
of  Mississippi  and  a  part  of  the  State’s  rapidly  developing  petroleum 
industry.  It  would  not  only  provide  a  more  direct  and  rapid  means 
transportation  between  the  intermediate  points  and  their  major  traj 
ing  centers,  Memphis  and  Jackson,  but  also  give  them  access  to  all  parts 
of  the  Nation  through  connections  with  trunk-line  carriers  at  tho| 
points.” 

“*  *  *  We  also  find  that  a  route  from  Jackson  to  New  Orleans  with 
stops  at  Natchez  and  Baton  Rouge  would  serve  a  public  need.  Such 
route  would  connect  the  capital  of  Mississippi  with  the  capital  of  Louisi¬ 
ana  and  provide  service  to  these  two  cities  for  Natchez,  a  substantial 
agricultural  and  industrial  city  of  Mississippi,  with  which  it  has  a  sub¬ 
stantial  community  of  interest.  By  connection  at  Jackson,  it  would  also 
link  a  number  of  cities  on  the  Mississippi  River  between  Memphis  and 
New  Orleans  which  have  a  substantial  community  of  interest  with  each 
other.” 
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Jackson,  Monroe,  Natchez,  and  Baton  Rouge  would,  among 
other  things,  provide  an  improved  service  to  and  from 
Memphis  and  New  Orleans  and  Jackson,  the  capital  city, 
for  four  important  industrial  centers  of  Mississippi. 

All  of  the  cities  on  this  route,  with  the  exception  of  Vicks¬ 
burg,  have  Class  3  airports25  or  better.  Its  length  approxi¬ 
mates  665  miles  with  distances  between  stops  averaging  83 
miles,  a  favorable  operational  and  traffic  factor.  It  would 
have  no  serious  adverse  effect  upon  existing  service  since 
the  cities  designated  are  either  not  presently  certificated  or 
served  in  the  manner  suggested.  The  economic  character¬ 
istics  of  the  cities  involved  are  shown  in  the  table  below 
and  are  followed  by  discussions  of  their  communities  of 
interest  and  existing  transportation  facilities. 

1756  Economic  Characteristics  of  Cities  on  Route  (a) 


1940  Population 
Trade  area  County 

City 

Wholesale 

Sales 

1939 

(000) 

Retail 

Sales 

1939 

(000) 

Postal 

Receipts 

1943 

Income 
Tax 
Returns 
1941  , 

Memphis 

1,049,227 

358,250 

292,942 

$433,254 

$135,486 

$3,203,279 

54,650 

Clarksdale 

295,000 

15,703 

12,118 

14,313 

5,778 

68,231 

1,604 

Greenville 

169,961 

67,576 

20,892 

11,409 

8,296 

122,671 

2,407 

Vicksburg 

39,595 

24,460 

10,257 

7,998 

135,891 

3,547 

Jackson 

506,499 

107,273 

62,107 

37,098 

29,093 

751,294 

12,329 

Monroe 

Natchez 

65,000 

59,168 

27,238 

28,309 

15,296 

4,566 

17,003 

5,426 

271,861 

85,294 

4,928 

1,674 

Baton  Rouge 

259,141 

88,415 

74,719 

16,185 

27,780 

639,862 

16,083 

New  Orleans 

925,124 

494,537 

494,537 

437,639 

157,062 

4,440,307 

89,731 

Memphis,  located  in  the  southwest  corner  of  Tennessee, 
is  the  northern  terminus  of  route  (a).  It  had  a  1940  popu¬ 
lation  of  almost  300,000.  It  is  the  largest  city  in  Tennessee 
and  is  the  seat  of  Shelby  County.26  Southwestern  Univer¬ 
sity  and  Memphis  State  Teachers  and  LeMoyne  colleges 
are  located  there.  Memphis  is  the  raw  cotton  market  and 
the  largest  producer  of  cottonseed  products  in  the  country. 
Its  subsidiary  industries  are  hardwood  lumber,  tiles,  mixed 
seed,  furniture,  food  products,  and  textiles.  As  a  midcon¬ 
tinent  gateway  it  is  a  major  transportation  center  and  is 

25  C.A.A.  Directory  of  Airports,  August  1949. 

26  The  Board  has  in  many  previous  proceedings  recognized  the  im¬ 
portance  of  Memphis.  See  2  C.A.B.  250  (255) ;  2  C.A.B.  288  (293) ;  2 
C.A.B.  353  (357)  ;  and  6  C.A.B.  117. 
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served  by  5  airlines,  5  railroads,  and  8  bns  lines.  It  is  also 
an  important  river  port. 

1757  Service  to  Memphis  is  proposed  by  all  of  the  appli¬ 
cants.  At  present  it  has  direct  trunk-line  air  service 

to  most  of  the  major  cities  in  the  country  and,  in  respect 
to  the  area  herein  under  consideration,  to  and  from  Bir¬ 
mingham,  Columbus,  and  Atlanta  via  both  Eastern  and 
Southern;  to  and  from  Greenwood,  Jackson,  and  New  Or¬ 
leans  via  Chicago  and  Southern ;  to  and  from  Meridian  and 
Monroe  via  connections  between  Chicago  and  Southern 
and  Delta;  to  and  from  Lake  Charles  and  Lafayette/Nejw 
Iberia  via  connections  between  Chicago  and  Southern  and 
Eastern ;  to  and  from  Baton  Rouge  via  connections  between 
Chicago  and  Southern  and  Delta  or  Eastern;  to  and  from 
Gulfport/Biloxi  via  connections  between  Chicago  and 
Southern  and  National;  and  to  and  from  Mobile  via  con¬ 
nections  between  Chicago  and  Southern  and  Eastern,  Na¬ 
tional,  or  Capital. 

Hotel  registration  counts  for  a  one-week  sample  period 
in  1945  show  a  substantial  community  of  interest  between 
Memphis  on  the  one  hand  and  cities  on  the  northern  seg¬ 
ment  of  route  (a)  on  the  other.  For  example,  there  were 
109  registrants  at  Memphis  from  Clarksdale,  56  from 
Greenville,  40  from  Vicksburg,  and  57  from  Jackson.  There 
were  242  telephone  calls  from  Monroe  to  Memphis  during 
October  1943 ;  166  telegrams,  and  274  registrants  at  Class  A 
hotels  in  Monroe  from  Memphis  during  the  months  of  Octo¬ 
ber  and  November  1943 ;  and  737  rail  passengers  in  1933  de¬ 
spite  a  very  circuitous  routing.  The  Monroe  natural  ga| s 
fields  serve  Memphis  with  two  18"  pipe  lines.  Memphis  *  com¬ 
munity  of  interest  with  Baton  Rouge  is  shown  by  105  hotel 
registrants  from  Memphis  in  March  1948 ;  522  long  distance 
telephone  calls  from  Baton  Rouge  to  Memphis  in  1948; 
46  interlocking  firms;  and  the  34  Memphis  residents  who 
attended  Louisiana  State  University  at  Baton  Rouge. 

1758  While  most  of  the  cities  on  this  route  are  connected 
by  rail  and  bus  service,  as  shown  in  appendix  No. 
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substantial  time  saving  would  result  from  the  proposed  air 
service.  The  following  table  shows  the  time  saving  which 
would  be  effected  over  surface  transportation  between 
Memphis  and  those  cities  in  western  Mississippi  and  eastern 
Louisiana  with  which  it  is  not  now  directly  connected  by  air. 
From  Memphis  to: 


Transportation 

Fastest 

Media 

Scheduled  Time 

Clarksdale 

Bus 

1:35 

RaH 

2:03 

Proposed  Air 

:33 

Greenville 

Bus 

3:55 

Rail 

4:20 

• 

Proposed  Air 

1:06 

Vicksburg 

Bus 

6:40 

Rad 

8:20 

Proposed  Air 

1:44 

Natchez 

Bus 

10:45 

Ran 

No  service 

Proposed  Air 

2:51 

Monroe 

Bus 

11:20 

Rail 

15:35 

Proposed  Air 

1:54 

Baton  Rouge 

Bus 

10:45 

Rail 

13:10 

Proposed  Air 

3:31 

Clarks  dale  is  located  72  air  miles  southwest  of  Memphis 
and  is  the  principal  city  and  seat  of  Coahoma  County. 
While  it  had  a  1940  population  of  12,168,  the  Post  Office 
now  estimates  it  at  15,000.  It  is  the  business  center  of  a 
60-mile  wholesale  and  retail  trade  area  with  a  popu- 
1759  lation  of  almost  300,000.  In  1940  there  were  260  re¬ 
tail  establishments  in  Clarksdale.  Thirty-two  manu¬ 
facturing  concerns  of  various  types  are  in  the  immediate 
area,  the  most  important  being  processors  of  cottonseed 
products,  meat  packing  plants,  and  lumber  mills.  Clarks- 
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dale  is  also  one  of  the  most  important  cotton  producing 
centers  and  markets  in  the  entire  Mississippi  Delta  countiy. 
Thirty  cotton  brokerage  firms  maintain  offices  in  the  city 
and  storage  facilities  for  140,000  bales  of  cotton  are  availa¬ 
ble.  Cotton  grown  in  the  area  surrounding  Clarksdale 
passes  through  the  docks  at  Memphis. 

Clarksdale  is  served  by  one  rail  line  and  four  bus  finds. 
It  is  57  miles  from  Greenwood,  the  nearest  certificated  air¬ 
line  stop  on  Chicago  and  Southern’s  route  No.  8  between 
Memphis  and  Jackson.  Service  to  Clarksdale  is  proposed 
by  all  of  the  applicants. 

A  hotel  count  at  Memphis  during  the  period  March  16-24, 


1945  and  at  Clarksdale  during  the  period  March  28- April  1, 
1945,  showed  98  registrants  at  Clarksdale  from  Memphis 
and  11  at  Memphis  from  Clarksdale.  Bail  and  bus  schedules 
indicate  that  Clarksdale ’s  principal  community  of  interest 
is  first  with  Memphis  and  secondly  with  Jackson,  Green¬ 
ville,  and  Vicksburg.  To  illustrate,  there  are  2  rail  and  11 
bus  round  trips  daily  between  Clarksdale  and  Memphis; 
no  rail  but  10  bus  schedules  between  Clarksdale  and  Jack- 
son;  2  rail  and  8  bus  schedules  between  Clarksdale  and 
Greenville ;  and  1  rail  and  4  bus  schedules  between  Clarks¬ 
dale  and  Vicksburg. 

1760  Clarksdale  has  a  Class  1  post  office.  At  the  present 
time  304  pieces  of  air  mail  are  received  and  225  are 
dispatched  daily.  Its  air  mail  community  of  interest  is 
with  New  York  City,  and  its  first-class  mail,  with  Memphis. 

Greenville  is  located  134  miles  south  of  Memphis  in  west¬ 
ern  Mississippi  on  the  banks  of  the  Mississippi  River  ar  d 
is  53  miles  from  Greenwood,  the  nearest  certificated  airline 
city.  It  is  served  by  two  railroads,  four  bus  lines  and  sev¬ 
eral  river  steamers  and  barges.  Its  1930  population  was 
14,870.  By  1940  it  had  grown  almost  43  percent  to  20,89^. 
The  Post  Office  estimates  the  present  population  at  32,00Q. 
The  city  is  in  the  midst  of  a  rich  agricultural  land  which 
produces  the  bulk  of  the  long-type  staple  cotton  used 
throughout  the  country.  In  1943  its  13  cotton  firms  handled 
250,000  bales  of  cotton.  The  cotton  and  agricultural  pro<jl- 
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nets  produced  in  Greenville  have  their  outlets  at  the  port 
cities  of  Memphis  and  Vicksburg,  134  and  75  miles  distant, 
respectively.  As  shown  by  hotel  registrations  there  is  con¬ 
siderable  travel  between  Greenville  and  Jackson,  the  state 
capital,  and  the  other  cities  on  route  (a).  Greenville  is 
served  by  four  bus  lines  and  one  passenger  rail  line.  Two 
rail  round-trips  daily  are  provided  to  and  from  Clarksdale 
and  Memphis  but  there  is  no  direct  rail  service  to  Jackson, 
Monroe,  or  Natchez,  and  only  a  single  round  trip  to  Vicks¬ 
burg,  Baton  Rouge,  and  New  Orleans. 

Air  service  to  Greenville  is  proposed  by  all  of  the  appli¬ 
cants  and  it  seems  clear  that  it  would  substantially  improve 
that  city’s  present  transportation  facilities.  For  ex- 
1761  ample,  air  service  from  Greenville  to  Memphis  would 
reduce  the  time  by  rail  from  4  hours  20  minutes  to 
1  hour  6  minutes,  and  to  Vicksburg  from  3  hours  10  minutes 
to  36  minutes. 

Greenville  has  a  Class-1  post  office.  At  present  444  pieces 
of  air  mail  are  received  and  379  are  dispatched  daily.  As 
indicated  by  outgoing  volume,  its  air  mail  community  of 
interest  is  with  New  York  City,  and  its  first-class  mail,  with 
Jackson. 

Vicksburg,  the  seat  of  Warren  County  and  third  largest 
city  in  Mississippi,  is  located  in  western  Mississippi  about 
midway  between  Memphis  and  New  Orleans.  Its  present 
population  is  estimated  at  32,000.  Vicksburg  is  an  import¬ 
ant  cotton  and  hardwood  lumber  market  the  same  as  Green¬ 
ville  and  Clarksdale.  It  has  railroad  and  machine  shops, 
lumber  mills,  cottonseed  oil  mills,  oil  refineries,  and  fac¬ 
tories  for  manufacturing  ready-mixed  concrete  boxes, 
veneer,  hoops,  stays,  boat  oars,  and  work  clothing.  Vicks¬ 
burg  did  an  estimated  retail  business  of  $28,212,000  in  1947 
and  wholesale  sales  totaled  $33,500,000  during  that  year. 
In  1948  it  had  an  effective  buying  income  of  almost 
$40,000,000.  Its  retail  area  serves  150,000  persons.  It  is 
the  location  of  Episcopal  College  for  Girls  with  enrollments 
from  12  states  and  3  foreign  countries  and  a  National  Mili- 
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tary  Park.  Four  hospitals  serve  the  city  and  all  polio 
patients  in  Mississippi  are  treated  at  two  of  its  clinics. 

The  Mississippi  River  Commission  located  in  Vicksburg 
administers  all  flood  control  activities  on  the  Mississippi 
River  and  its  tributaries  from  Cairo,  Illinois,  to  the 

1762  Gulf  of  Mexico.  Its  disbursements  amount  to  ap¬ 
proximately  $100,000,000  annually.  There  are  ap¬ 
proximately  2,700  employees  in  the  Commission  offices,  the 
United  States  Waterways  Experiment  Station,  the  United 
States  Engineer  Repair  Shops,  and  the  District  Office.  Dur¬ 
ing  1948, 185  employees  made  business  trips  by  commercial 
aircraft;  140  contractors 9  representatives  visited  Vicks¬ 
burg  in  connection  with  bid  openings;  and  365  persons 
visited  the  Commission  to  study  the  project  and  attend 
conferences  on  flood  control.  In  the  opinion  of  the  mayor 
of  Vicksburg,  many  persons  dealing  with  these  agencies  can 
be  expected  to  use  the  proposed  air  service.  In  suppo  rt 
thereof  he  submitted  a  copy  of  a  letter  from  Brigadier 
General  P.  A.  Feringa,  president  of  the  Mississippi  River 
Commission,  stating  that  the  establishment  of  air  service 
at  Vicksburg  would  be  advantageous  to  the  several  corps 
of  engineers  and  would  serve  a  part  of  their  need  for  rapid 
transportation  of  employees,  mail,  and  express. 

Vicksburg  is  served  by  Federal  Highways  Nos.  80  ar.d 
61,  river  steamers  and  barges,  and  one  railroad  which  offers 
only  a  daily  round  trip  north  to  Greenville,  Clarksdale,  and 
Memphis,  and  similarly  a  single  round  trip  a  day  south  to 
Baton  Rouge  and  New  Orleans.  The  best  elapsed  time  py 
rail  from  Vicksburg  south  to  New  Orleans  is  8  hours  45 
minutes,  a  trip  of  235  miles.  North  to  Memphis  it  requires 
8y2  hours,  a  journey  of  223  miles.  There  is  no  rail  service 
from  Vicksburg  to  Natchez  and  only  one  round  trip  a  day 
is  provided  to  the  capital  city,  Jackson. 

1763  Service  is  proposed  to  Vicksburg  by  all  applicants. 
As  shown  by  telephone  calls  and  hotel  registrations, 

the  principal  community  of  interest  of  Vicksburg  is  wijfch 
New  Orleans  and  secondly  with  Jackson,  Memphis,  aid 
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Baton  Rouge.  An  out-of-state  check  on  one  hotel  showed 
8,500  registrations  during  a  3-month  period.  A  count  of 
telephone  calls  for  the  five-day  period  September  6-10, 1945, 
shows  that  there  were  135  calls  made  from  Vicksburg  to 
New  Orleans  and  101  to  Memphis.  More  calls  were  made 
to  New  Orleans  than  to  any  other  city.  Thirty-five  percent 
of  the  total  were  made  to  New  Orleans  and  Baton  Rouge. 
Annual  registerations  at  hotels  in  Vicksburg  total  2,160 
persons  from  New  Orleans  and  456  from  Baton  Rouge. 

Vicksburg  is  45  miles  removed  from  scheduled  air  service 
at  Jackson.  Representatives  from  the  city  appearing  at  the 
hearing  stated  that  Vicksburg  needed  air  service  principal¬ 
ly  to  and  from  New  Orleans,  Memphis,  Washington,  Chi¬ 
cago,  St.  Louis,  and  Detroit.  By  reason  of  its  lack  of  air 
service  and  convenient  access  by  surface  facilities,  import¬ 
ant  government  meetings  which  should  be  held  at  Vicks¬ 
burg  are  set  at  St.  Louis  or  Memphis  where  air  service  is 
direct  to  top  echelon  government  officials.  Route  (a)  would 
serve  Vicksburg  in  respect  to  New  Orleans  and  Memphis 
and  through  connections  with  trunk-line  carriers  at  these 
points  provide  air  service  to  other  major  cities  in  the 
country. 

Vicksburg  has  a  Class-1  post  office.  At  present  574  pieces 
of  air  mail  are  received  and  769  pieces  are  dispatched 
1764  daily.  The  outgoing  volume  shows  its  air  mail  com¬ 
munity  of  interest  with  Chicago,  and  its  first-class 
mail,  with  Jackson.  According  to  the  exhibits  submitted 
by  the  city  representative,  air  mail  to  Vicksburg  travels 
by  train  to  and  from  either  Jackson  or  Shreveport,  a  dist¬ 
ance  of  175  miles,  or  by  means  of  a  Star  Route  to  and  from 
Jackson,  a  distance  of  45  miles.  Mail  placed  in  the  post 
office  in  the  afternoon  at  office  closing  time  goes  to  Jacksop 
at  9:40  p.m.  and  arrives  at  that  point  at  11:00  p.m.  and 
waits  all  night  for  an  eastbound  plane  at  4 :06  a.m.  Service 
via  the  Star  Route  leaves  Vicksburg  for  Jackson  at  8:00 
a.m.,  too  early  for  mail  from  business  houses  to  be  posted 
in  order  to  catch  the  10:44  a.m.  air  mail  schedule  out  of 
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Jackson  eastward.  Air  mail  deliveries  from  Jackson  to 
Vicksburg  are  either  by  means  of  the  Star  Route  at  2}30 
a.m.  or  by  rail  at  7 :30  a.m.  and  4 :20  p.m.  Mail  arriving 
at  Jackson  too  late  for  the  7 :45  a.m.  train  to  Vicksburg  is 
not  delivered  until  the  following  day.  Consequently,  it  ip- 
pears  that  air  mail  service  in  and  out  of  Vicksburg  would 
be  greatly  expedited  by  designating  that  city  as  a  point 
to  be  served  on  route  (a). 

Vicksburg’s  airport  is  not  in  operating  condition  at  the 
present  time.  It  is,  however,  municipally  owned  and  at  the 
time  of  the  hearing  was  under  construction  for  completion 
during  this  year  to  equal  a  Class-4  field.  The  need  for  air 
service  at  Vicksburg  is  clear  and  in  the  light  of  the  city’s 
intense  participation  in  this  proceeding  it  seems  reasonable 
to  expect  that  with  certification  the  improved  facilities 
would  be  available  and  in  conformance  with  C.A.A.  require¬ 
ments. 

1765  Jackson  is  the  capital  and  largest  city  of  Missis¬ 
sippi  and  has  an  estimated  1949  city  and  suburban 
population  of  over  121,000.  It  is  located  midway  between 
Memphis  and  New  Orleans.27  It  is  the  county  seat  of  Hinds 
County  and  the  location  of  Bellhaven  and  Mississippi  Stalte 
colleges.  Jackson’s  major  industries  include  lumber,  cot¬ 
tonseed  oil,  fertilizer,  valves,  heating  and  plumbing  ma¬ 
terials;  boxes;  and  clothing.  As  the  capital  city,  Jackson, 
is  the  location  of  state  departments  and  agencies  with 
which  citizens  from  all  parts  of  the  State  must  transact 
business  frequently.  It  is  also  the  headquarters  for  most 
of  the  oil  activity  throughout  the  State.  More  than  20  pro¬ 
ducing  fields,  containing  more  than  1,400  wells,  are  located 
about  Jackson  in  the  area  which  would  be  served  by  route 
(a).  In  1947  oil  production  was  35,000,000  barrels.  In 
1948  production  was  increased  by  2,000,000  barrels. 

Since  1945,  30  new  industries  have  located  in  Jackson  arid 
30  plants  which  were  already  established  have  expanded 
their  operations.  These  new  industries  and  plant  expari- 


27  For  further  description  of  the  economic  importance  of  Jackson,  see 
2  C.A.B.  353  (380). 
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sions  provided  4,000  new  industrial  jobs.  Jackson  now  has 
a  diversified  industrial  development  with  187  plants  of  all 
sizes  processing  271  different  products.  The  assessed  valua¬ 
tion  in  the  city  increased  from  $78,452,658  in  1947  to  $91,- 
887,987  in  1948.  Post  Office  receipts,  which  in  1939  were 
$632,384.37,  increased  in  1947  to  $1,194,620.46  and  in  1948 
to  $1,320,223.13.  Bank  savings  in  1947  were  $18,069,208.32 
and  increased  in  1948  to  $18,337,070.48.  Bank  deposits  in 
1947  were  $136,551,036.30  and  in  1948  increased  to 
1766  $140,775,280.07.  Bank  clearings  rose  from  $389,808,- 
491.85  in  1947  to  $461,633,424.87  in  1948.  Total  value 
of  building  permits  in  1947  was  $8,783,417.95  and  had  risen 
in  1948  to  $13,178,918.92.  Jackson  has  developed  very 
rapidly  as  a  center  for  wholesale  distribution.  The  dollar 
volume  of  this  business  increased  496  percent  from  1940 
to  1947. 

Jackson  is  served  by  2  railroads,  5  bus  lines,  and  2  air¬ 
lines.  Jackson  presently  receives  air  service  by  Chicago 
and  Southern  to  and  from  Memphis,  Greenwood,  and  New 
Orleans  and  by  Delta  to  and  from  Meridian,  Monroe,  and 
Shreveport. 

All  of  the  applicants  propose  service  to  Jackson.  It  has 
no  rail  transportation  to  Clarksdale,  Greenville,  Natchez, 
or  Baton  Rouge  and  only  inadequate  rail  transportation  to 
Vicksburg.  Representatives  from  the  city  urge  additional 
air  service  for  Jackson  to  the  eastern  and  western  sections 
of  the  State,  and  to  Gulfport,  Mobile,  Bogalusa,  Baton 
Rouge,  Memphis,  and  New  Orleans.  Jackson’s  community 
of  interest  with  these  cities  is  substantially  supported  in 
the  record  by  hotel  registrations  and  bus  ticket  counts. 

Monroe,  the  seat  of  Quachita  Parish,  is  the  second  largest 
city  in  northern  Louisiana  and  the  fourth  in  size  in  the 
State.  It  is  99  air  miles  east  of  Shreveport ;  109  air  miles 
west  of  Jackson;  and  approximately  210  air  miles  north¬ 
west  of  New  Orleans.  The  city  population,  including  ad¬ 
jacent  West  Monroe,  was  36,869  in  1940.  The  Post  Office, 
however,  estimates  the  present  population  at  55,000.  Within 
a  25-mile  radius  there  are  approximately  122,000  persons. 
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The  city  also  ranks  fourth  in  Louisiana’s  retail  ahd 
1767  wholesale  sales,  effective  buying  income,  and  manu¬ 
facturing  products.  It  is  on  a  navigable  stream 
which  connects  with  the  deepwater  ports  of  Baton  Rouge 
and  New  Orleans  and  the  intra-coastal  waterway.  Its  prin¬ 
cipal  industries  are  lumber  and  lumber  products,  chemicals, 
paper,  carbon  black,  and  gasoline.  As  heretofore  pointed 
out,  Monroe’s  natural  gas  fields  are  piped  directly  to 
Memphis. 

Monroe  was  not  included  on  the  routes  designated  in  the 


original  decision  in  the  Mississippi  Valley  Case.  As  sup¬ 
plemented  by  testimony  in  the  reopened  proceeding,  re¬ 
consideration  of  the  record  in  the  original  case  justifies 
the  conclusion  that  Monroe  requires  additional  direct  air 
service,  preferably  one  carrier,  north  to  Memphis  and 
south  to  Baton  Rouge  and  New  Orleans,  its  natural  trade 
centers,  and,  as  discussed  hereinafter,  to  Lake  Charles  ’ria 
Alexandria.  Inasmuch  as  the  designation  of  Monroe  rep¬ 
resents  an  addition  to  the  Board’s  route  pattern  findings, 
it  seems  appropriate  to  examine  in  detail  the  reasons  which 
now  appear  to  justify  the  inclusion  of  that  city  for  feeder- 
line  service  on  route  (a). 

First-class  transportation  service  between  Monroe  on 
the  one  hand  and  Baton  Rouge  and  New  Orleans  on  the 
other  appears  inadequate.  For  example,  there  is  no  sleeper 
service  between  Monroe  and  Baton  Rouge,  and  whildi  a 
sleeper  is  originated  at  Monroe  for  New  Orleans,  passen¬ 
gers  must  travel  over  a  circuitous  routing  of  292  mi'es. 
Air  service  via  route  (a)  would  be  only  213  miles.  Between 
Monroe  and  Memphis  there  is  only  one  passenger  train 
a  day  with  a  transfer  necessary  at  Little  Rock. 
1768  Through  Pullman  service  is  not  provided. 

Decision  on  the  application  of  Delta  under  Docket 
No.  1860,  for  direct  service  between  Monroe,  Baton  Rouge, 
and  New  Orleans  consolidated  and  heard  in  the  Mississippi 
Valley  Case  was  deferred  pending  disposition  of  Mid-Con- 
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tinent’s  application  under  Docket  No.  1956  for  an  alternate 
route  through  Springfield,  Little  Rock,  and  El  Dorado  and 
Monroe  and  Baton  Rouge.  Mid-Continents  proposal  has 
been  heard  and  an  examiner’s  report  issued  recommending 
denial  of  the  application.  The  case  is  now  pending  decision 
by  the  Board. 

Delta’s  application  received  favorable  consideration 
from  the  examiners  in  the  Mississippi  Valley  Case.  (Report 
served  November  1,  1946,  at  p.  149).  It  was  found  that 
Delta’s  service  to  Monroe  would  result  in  affording  that 
city  direct  one-plane  service  to  Baton  Rouge,  the  capital 
of  Louisiana,  and  to  New  Orleans  with  the  addition  of  only 
37  miles  on  flights  between  Shreveport  and  Baton  Rouge. 

Evidence  of  record  indicates  that  the  interests  of  Monroe 
are  most  heavily  concerned  with  Baton  Rouge,  Jackson, 
Houston,  Chicago,  and  Dallas.  However,  while  either 
Delta’s  or  Mid-Continent’s  authorization  would  provide 
Monroe  with  improved  trunk-line  service  to  the  north  and 
southwest  and  to  Baton  Rouge  and  other  points  on  their 
system,  it  would  not  provide  local  service  to  Natchez, 
Greenville,  and  Clarksdale,  nor  would  it  provide  one-carrier 
direct  service  to  Memphis  which  would  be  possible  by  means 
of  route  (a). 

1769  Highway  traffic  flow  charts  in  the  record  show  a 
significant  north-south  movement  of  highway  traffic 
in  Louisiana  between  Monroe,  Baton  Rouge,  and  New  Or¬ 
leans.  As  shown  in  the  table  below  a  substantial  community 
of  interest  exists  between  Monroe  on  the  one  hand  and 
Memphis,  Baton  Rouge,  and  New  Orleans  on  the  other. 


Between  Monroe 

Telephone 

Telegrams 

Hotel  Regis¬ 

and 

Calls  (1) 

(2) 

trations  (3) 

Memphis 

242 

168 

274 

Baton  Rouge 

562 

114 

383 

New  Orleans 

1,200 

752 

855 

(1)  Outgoing  calls  for  month  of  October  1943. 

(2)  Outgoing  Western  Union  telegrams  for  month  of  October  1943. 

(3)  Registrations  at  4  “Class  A”  hotels  in  Monroe  during  Oct.-Nov.  1943. 
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The  operating  experience  of  Southern  Bus  during  the  11- 
month  period  in  1945-1946  when  it  operated  a  scheduled 
intrastate  air  service  in  Louisiana  is  also  significant.  Of 
the  2,481  passengers  carried,  1,700  or  approximately  two- 
thirds  traveled  between  Monroe  on  the  one  hand  and  Baton 
Rouge  and  New  Orleans  on  the  other. 

Southern  Bus  is  the  only  applicant  proposing  service  for 
Monroe.  Delta  presently  connects  Monroe  with  Jackson 
and  Shreveport  but  there  is  no  direct  air  service  to  Baton 
Rouge  and  New  Orleans.  At  present,  service  to  and  from 
Memphis  and  New  Orleans  is  offered  via  connections  be¬ 
tween  Delta  and  Chicago  and  Southern  at  Jackson.  In  May 
1949,  Monroe  was  receiving  three  round  trips  daily  by  Delta 
to  Jackson  where  connections  were  available  both  north 
and  south  via  Chicago  and  Southern.  Northbound  connec¬ 
tions  generally  involved  a  3  to  4-hour  layover  with 
1770  southbound  service  somewhat  more  satisfactory. 

During  the  months  of  March  and  September  1948, 
there  was  an  average  of  31  passengers,  or  about  1  a  day, 
between  Monroe  and  New  Orleans  and  121/*  between  Monroe 
and  Memphis.  In  the  opinion  of  Mr.  C.  C.  Wood,  repre  ¬ 
senting  the  Louisiana  Department  of  Public  Works  at  th^ 
hearing,  there  is  a  clear  need  for  the  proposed  local  service 
to  Monroe.  Monroe’s  designation  on  route  (a)  would  result 
in  a  saving  of  60  miles  over  the  rail  route  to  Baton  Rouge 
and  57  miles  over  the  shortest  distance  by  highway.  It  would 
reduce  by  149  miles  the  present  airline  distance  to  and; 


from  Baton  Rouge. 

Natchez  is  located  in  the  southwestern  part  of  Mississippi, 
61  miles  from  Jackson,  the  nearest  airline  city,  and  75 
miles  southeast  of  Monroe.  It  is  the  seat  of  Adams  County 
and  is  served  by  three  Federal  highways  and  three  freight 
railroads.  The  present  city  population  is  estimated  at  30,000 
with  approximately  65,000  persons  living  within  its  trading 
area.  Natchez  is  an  important  manufacturing  center  and 
shipping  port  for  industrial  and  agricultural  products.  Oil 
was  recently  discovered  in  Adams  county  with  the  result 
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that  the  industry  contributes  milions  of  dollars  to  Natchez’s 
economy  annually.  The  International  Paper  Company  has 
begun  construction  on  a  $16,000,000  rayon  pulp  plant.  It  is 
estimated  that  6,000  additional  persons  will  be  added  to  Nat¬ 
chez’s  population  within  the  next  5  years  by  reason  of  this 
new  industry  alone.  Natchez  is  noted  for  its  many  indus¬ 
tries  in  the  woodworking  field.  Other  companies,  such  as  the 
Armstrong  Tire  &  Rubber  Co.  and  Johns-Mansville 

1771  Corp.,  bring  the  total  industrial  payroll  in  Natchez 
to  over  $11,000,000  a  year.  Moreover,  Adams  County 

has  an  industrial  payroll  exceeding  this  amount.  The  tourist 
trade  is  also  considered  a  million  dollar  industry  in  Natchez. 
In  the  spring,  thousands  of  persons  go  there  from  all  over 
the  United  States  to  see  the  ante-bellum  homes  for  which 
Natchez  is  nationally  famous. 

Hotel  registration  exhibits  establish  that  Natchez  has  a 
substantial  community  of  interest  with  the  other  cities  on 
route  (a).  For  example,  during  the  month  of  April  1948, 
there  were  360  registrants  from  Jackson;  278  from  New 
Orleans ;  51  from  Baton  Rouge ;  47  from  Monroe ;  46  from 
Vicksburg ;  and  19  from  Greenville. 

The  inaccessibility  of  Natchez  to  air  service  and  the  num¬ 
ber  of  major  industries,  both  national  and  regional,  whose 
executives  use  air  transportation  service,  are  important 
factors  in  considering  the  needs  of  this  city  for  direct  air 
service.  Moreover,  as  a  center  of  interest  to  tourists,  whose 
conventional  stay  is  brief  as  contrasted  with  resorts  whose 
people  settle  down  for  several  months,  it  may  reasonably  be 
expected  that  Natchez  would  have  a  high  ratio  of  traffic 
to  that  predicted  from  population  alone. 

In  the  light  of  its  industrial  growth  and  importance, 
Natchez’s  lack  of  adequate  transportation  facilities  seems 
unique.  At  the  present  time  no  passenger  trains  serve  this 
city.  A  3-hour  20-minute  bus  ride  is  the  only  means  of 
transportation  to  the  nearest  airline  city.  It  appears  un- 
nessary  to  elaborate  on  the  inconvenience  which 

1772  existing  facilities  cause  air  passengers  other  than  to 
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point  out  that  the  traffic  manager  for  the  Armstrong 
Tire  &  Rubber  Co.  testified  that  the  company  maintained 
two  cars  and  three  chauffeurs  at  an  annual  cost  of  $10,000 
for  the  purpose  of  shuttling  personnel  and  representatives 
to  and  from  the  airline  and  rail  cities. 

Service  is  proposed  to  Natchez  by  all  applicants.  Nai;chez 
has  a  Class-2  post  office.  At  the  present  time  363  air  mail 
pieces  are.  received  and  389  are  dispatched  daily.  By  vo  lume 
its  air  mail  community  of  interest  is  with  San  Francisco 
and  its  first-class  mail,  with  Mobile.  Eastern  recog  lizes 
the  need  of  Natchez  for  air  transportation  but  maintains 
that  it  would  be  best  served  by  trunk-line  air  service. 

Baton  Rouge  is  the  capital  of  Louisiana  and  the  seat  of 
East  Baton  Rouge  Parish.28  It  has  a  1947  estimated  popu¬ 
lation  of  120,000  and  is  located  on  the  banks  of  the  Missis¬ 
sippi  at  the  head  of  deep  water  navigation  80  miles  north¬ 
west  of  New  Orleans.  In  1943  the  Port  of  Baton  Rouge 
handled  a  total  of  4,392,041  tons  valued  at  almost  $90,000,- 
000.  Twenty-four  oil  companies,  seven  oil  field  supply  com¬ 
panies  and  one  refinery  operate  within  10  miles  of  the  city. 
Baton  Rouge  is  also  located  in  a  fertile  agricultural  sec¬ 
tion,  the  principal  crops  of  which  are  cotton,  sugar  cane, 
corn,  small  grain,  and  vegetables.  Approximately 
1773  3,000  carloads  of  strawberries,  valued  at  $6,000,000, 
are  produced  and  shipped  annually.  An  important 
convention  city,  an  average  of  150  meetings  are  held  at 
Baton  Rouge  annually.  Tourist  traffic  and  trade  also  reach 
immense  proportions  because  of  the  attractions  of  historical 
interest  in  the  area.  Baton  Rouge  is  the  home  of  Louisiana 
State  University,  with  a  normal  enrollment  from  11,0()0  to 
12,000;  two  State  schools  for  the  blind  and  deaf;  and  the 
State  negro  university.  Many  of  the  students  at  these  uni¬ 
versities  come  from  other  cities  in  the  lower  Mississippi 
Valley  area  recommended  for  service. 

Ninety-four  industrial  plants,  giving  employment  to  more 
than  30,000  people,  are  located  at  Baton  Rouge.  During  the 
wartime  years  approximately  $150,000,000  was  expended 

28  The  importance  of  Baton  Rouge  has  been  previously  recognized  by 
the  Board.  See  2  C.A.B.  727  (733)  and  4  C.A.B.  278  (280) . 
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for  new  industrial  development  and  expansion.  The  Stand¬ 
ard  Oil  Company  operates  one  of  the  largest  oil  refineries  in 
the  world  at  Baton  Rouge  with  a  daily  capacity  of  100,000 
barrels  of  crude  oil.  This  company  also  has  a  $3,000,000 
plant  in  the  city  for  the  manufacture  of  synthetic  rubber. 
Known  as  the  chemical  center  of  the  south  other  large  com¬ 
panies,  such  as  Ethyl  Corporation,  Dupont,  Solvay  Process 
Company,  Group  States  Utilities  Company,  Consolidated 
Chemical  Industries,  Copolymer  Corp.,  and  Aluminum  Com¬ 
pany  of  America,  have  large  plants  which  manufacture  syn¬ 
thetic  rubber,  petroleum  products,  soda  ash,  caustic  soda, 
chlorine,  asphalts,  ethyl  fluid,  furniture  veneer  and  plywood, 
sulphuric  acid,  and  many  other  varied  products.  Many 
business  concerns  in  Baton  Rouge  have  headquarters  in 
Jackson  and  Memphis. 

1774  Three  Federal  highways,  3  major  railroads,  2  air¬ 
lines,  and  several  steamship  lines  serve  the  city. 
Baton  Rouge  presently  has  air  service  south  to  New 
Orleans,  Mobile,  and  points  east  and  west  to  Lafayette/New 
Iberia,  Lake  Charles,  Beaumont/Port  Arthur,  and  Houston 
on  Eastern’s  route  No.  5,  and  service  to  and  from  New 
Orleans,  Hattiesburg,  Meridian,  and  points  east  and  north¬ 
west  to  Alexandria  and  Shreveport  on  Delta’s  route  No.  24. 

The  representative  of  the  Louisiana  Department  of  Public 
Works  emphasized  that  Baton  Rouge  is  badly  in  need  of 
service  to  the  north  to  such  points  as  Natchez,  Jackson,  and 
Memphis.  With  the  exception  of  New  Orleans,  Baton  Rouge 
appears  handicapped  by  lack  of  adequate  first-class  trans¬ 
portation  to  the  other  cities  on  route  (a).  For  example, 
there  is  no  passenger  service  to  Natchez  or  Jackson  and  only 
one  passenger  train  per  day  operates  between  Baton  Rouge 
on  the  one  hand  and  Vicksburg,  Greenville,  Clarksdale,  and 
Memphis  on  the  other.  Two  passenger  trains  provide  serv¬ 
ice  daily  to  Monroe,  but  it  necessitates  a  30-minute  taxi  ride 
from  Addis  to  Port  Allen  and  a  30-minute  ferry  ride  from 
Port  Allen  to  Baton  Rouge.  A  similar  inconvenience  is 
encountered  in  rail  travel  to  Jackson  where  an  hour  and  a 
half  taxi  ride  from  Hammond  to  Baton  Rouge  is  necessary. 
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In  order  to  go  north  by  air  from  Baton  Rouge  passengers 
either  must  go  65  miles  south  to  New  Orleans  or  210  miles 
northwest  to  Shreveport  for  connections.  During  the  months 
of  March  and  September  1948,  there  was  an  average  of  only 
3,  8y2 ,  and  10  passengers  to  and  from  Baton  Rouge  oh 
1775  the  one  hand  and  Monroe,  Jackson,  and  Memphis  or 
the  other.  As  the  following  table  shows,  substantia] 
time  saving  would  be  possible  over  all  transportation  serv¬ 
ices  by  means  of  air  service  to  and  from  Baton  Rouge  and 
the  other  cities  on  route  (a). 


Comparison  of  Elapsed  Times  Between  Baton 
Rouge  and  Other  Cities  on  Route  (a) 
Form  of  Transportation 


City 

Bus 

Rail 

Present 

Air 

Proposed 

Air 

Natchez 

2:45 

No  service 

No  service 

:37 

Jackson 

5:50 

No  service 

2:51* 

1:22 

Vicksburg 

No  ser¬ 

4:30 

No  service 

1:45 

Greenville 

vice 

10:00 

8:00 

No  service 

2:04 

Clarksdale 

9:50 

10:55 

No  service 

2:44 

Memphis 

10:45 

13:10 

4:07** 

3:17 

Monroe 

7:35 

7:08 

4:39*** 

1:18 

(*)  Eastern  from  Baton  Rouge  to  New  Orleans  :39 

Connection 

:55 

C  &  S  from  New  Orleans  to  Jackson  1:17 


2:51 

(**)  Eastern  from  Baton  Rouge  to  New  Orleans  :39 
Connection  :55 

C  &  S  from  New  Orleans  to  Memphis  2 :33 


4:07 

(***)  Delta  from  Baton  Rouge  to  Shreveport  1:36 

Connection  2 :21 

Delta  from  Shreveport  to  Monroe  :42 


4:39 
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Hotel  registration  for  the  month  of  October  1947,  at  three 
Baton  Rouge  hotels  show  that  of  the  264  registrants  from 
Mississippi,  126  were  from  Jackson,  46  from  Vicksburg,  18 
from  Natchez,  6  from  Greenville,  and  2  from  Clarksdale.  In 
other  words,  approximately  75  per  cent  of  all  visitors  to  Ba¬ 
ton  Rouge  from  Mississippi  were  from  the  proposed 
1776  cities  on  route  (a).  Of  the  151  registrants  from  Ten¬ 
nessee,  105  or  approximately  two-thirds  came  from 
Memphis.  The  greatest  number  of  Louisiana  registrants 
were  from  New  Orleans  with  1,586 ;  Shreveport  second  with 
358;  and  Monroe  third  with  166.  Additional  service  would 
be  provided  Baton  Rouge  and  New  Orleans  and  new  and 
improved  service  would  be  given  to  and  from  Monroe  by 
route  (a).  The  following  table  summarizes  the  community 
of  interest  data  submitted  with  respect  to  Baton  Rouge  and 
the  other  cities  on  this  route: 


Between  Index 


Baton  Rouge 

Hotel 

Long  distance  Interlocking 

Students 

and: 

Registrations  (1) 

calls  (2) 

firms  (3) 

at  LSU  (4) 

Monroe 

166 

Clarksdale 

2 

32 

11 

3 

Jackson 

126 

1,142 

38 

31 

Greenville 

6 

118 

12 

2 

Natchez 

18 

738 

14 

15 

Vicksburg 

46 

368 

13 

19 

Memphis 

105 

522 

46 

34 

(1)  Hotel  registrations  for  March  1948. 

(2)  Long  distance  telephone  calls  for  1948. 

(3)  For  example,  Sears  Roebuck  &  Company,  Greyhound  Bus  Lines,  etc. 

(4)  Students  at  LSU  1946-1947. 

The  large  volume  of  intercourse  between  state  capitals  is 
an  accepted  fact  and  the  placing  of  Baton  Rouge  on  route 
(a)  would  not  only  link  this  city  by  direct  air  service  with 
Jackson,  the  capital  of  Mississippi,  but  provide  an  immense 
improvement  over  present  transportation  services.  The 
record  is  abundantly  clear  that  the  greatest  unserved  trans¬ 
portation  need  of  Baton  Rouge  is  to  points  north,  such  as 
Natchez,  Vicksburg,  Monroe,  and  Memphis. 
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1777  New  Orleans,  the  dominant  city  in  the  area,  is  the 
southern  terminus  of  route  (a).  It  had  a  1940  popu¬ 
lation  of  almost  500,000.  It  is  the  largest  city  in  Louisiana, 
and  the  parish  seat  of  Orleans  County,  the  greatest  dis¬ 
tributing  point  in  the  South  and  one  of  the  chief  ports  in 
the  United  States.  New  Orleans  is  the  location  of  Tulane 
University,  Sophie  Newcomb  College,  Loyola  University! 
and  the  medical  center  of  Louisiana  State  University.  Its 
chief  industries  include  sugar  refining,  seafood  packing, 
cottonseed  products,  lumber,  agricultural  dairy  products, 
veneers,  furniture,  clothing,  boxes,  textiles,  petroleum,  sail; 
refining,  and  sulphur  mining.  New  Orleans  is  the  natural 
trading  center  for  all  cities  along  the  lower  Mississippi. 
River  as  well  as  for  all  Louisiana  and  Mississippi  cities  in 
general.29 

It  is  served  by  9  railroads,  4  bus  lines  and  8  airlines, 
New  Orleans  presently  has  direct  trunk-line  service  to  an4 
from  most  of  the  important  cities  in  the  country  and  iij 
respect  to  the  area  under  consideration  has  direct  servicel 
to  and  from  Baton  Rouge,  Lafayette/New  Iberia,  Lake 
Charles,  Mobile,  Montgomery,  Birmingham,  Dothan,  and) 
Columbus  via  Eastern;  to  and  from  Gulfport/Biloxi  anq 
Mobile  via  National ;  to  and  from  Mobile  and  Birmingham 
via  Capital,  to  and  from  Alexandria,  Shreveport,  Hatties^ 
burg,  Meridian,  Montgomery,  Selma,  Birmingham,  and 
Columbus  via  Delta ;  to  and  from  Jackson,  Greenwood,  and 
Memphis  via  Chicago  and  Southern ;  and  to  and  from  Mon] 
roe  via  connections  between  Chicago  and  Southern  and 
Delta. 

1778  New  Orleans7  community  of  interest  with  the  cities 
on  route  (a)  is  shown  by  the  fact  that  during  a  one- 

week  sample  period  in  1945  hotel  registrations  at  New 
Orleans  totaled  34  from  Memphis,  9  from  Greenville,  38 
from  Vicksburg,  56  from  Jackson,  88  from  Natchez,  29  from 
Monroe,  and  129  from  Baton  Rouge.  During  March  and 

29  For  more  information  regarding  New  Orleans,  see  2  C.A.B.  447; 
4  C.A.B.  161(163) ;  4  C.A.B.  278(280) ;  6  C.A.B.  766(768) ;  and  6  C.A.B. 
857(876). 
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September  1948  there  was  a  daily  average  of  25,  15, 1,  and 
7Y2  passengers  between  New  Orleans  on  the  one  hand  and 
Memphis,  Jackson,  Monroe,  and  Baton  Rouge  on  the  other. 
As  pointed  out  heretofore  connecting  air  service  between 
New  Orleans  and  Monroe  is  circuitous  and  inconvenient  so 
that  air  traffic  figures  are  of  slight  value  in  determining 
community  of  interest  between  these  points. 

Eastern  part. — In  its  original  decision  the  Board  found 
need  for  local  service  in  the  eastern  part  of  Mississipi  ex¬ 
tending  from  Columbus  to  New  Orleans.30  The  im- 
1779  portant  cities  in  eastern  Mississippi  are  for  the  most 
part  presently  receiving  scheduled  air  service.  South¬ 
ern  is  authorized  to  provide  service  between  Memphis  and 
Columbus  via  Tupelo.  Delta  operates  between  Jackson  and 
Meridian  and  between  Meridian,  Hattiesburg,  and  New  Or¬ 
leans.  Eastern,  National,  and  Capital  operate  between 
Mobile,  Gulfport/Biloxi,  and  New  Orleans.  Columbus- 
Meridian,  Meridian-Laurel;  Laurel-Hattiesburg,  Hatties¬ 
burg-Mobile,  and  Bogalusa-New  Orleans  are  the  only  non¬ 
competitive  segments  on  the  Board’s  route  pattern  without 

30  At  page  754  of  the  opinion  the  Board  said:  “The  Southeastern  States 
record  also  shows  that  in  the  eastern  part  of  Mississippi  the  public  con¬ 
venience  and  necessity  require  a  local  route  extending  south  from 
Columbus  to  Meridian  and  Jackson.  Such  a  route  would  afford  Columbus 
air  service  to  Meridian,  with  which  it  has  a  substantial  community  of 
interest,  and  Jackson,  the  capital  city.  By  connection  at  Columbus  with 
the  Memphis-Atlanta  route  awarded  to  Southern  Airways,  Inc.,  in  the 
Southeastern  States  Case,  air  service  would  also  be  afforded  between 
Tupelo  and  Jackson,  the  capital  city,  and  between  Meridian  and  the 
cities  of  Memphis  and  Tupelo.  We  recognize,  of  course,  that  this  route 
would  parallel  the  existing  service  of  Delta  Air  Lines,  Inc.,  between 
Meridian  and  Jackson.  However,  this  segment  involves  only  87  miles 
and  any  competition  that  would  result  would  be  merely  incidental  to  the 
provision  of  a  strictly  local  service  between  the  two  cities.”  At  page  755 
it  stated:  “We  have  analyzed  the  records  in  the  Mississippi  Valley  Case 
and  in  Southeastern  States  Case  and  have  come  to  the  conclusion  that  ad¬ 
ditional  feeder  service  is  justified  in  the  area  south  of  Meridian.  We  find 
that  a  local  route  should  be  established  from  Meridian  to  Laurel  and 
Hattiesburg  and  beyond  in  two  directions:  (1)  to  Bogalusa  and  New 
Orleans,  and  (2)  .to  Mobile,  Gulfport-Biloxi,  and  New  Orleans.  This 
route  would  provide  a  needed  service  for  Laurel  and  Hattiesburg,  im¬ 
portant  cities  in  that  part  of  the  State,  by  connecting  them  by  air  with 
Gulf  ports  and  with  New  Orleans.  This  route  would  also  provide  air 
service  to  Bogalusa,  an  important  Louisiana  community  having  a  1940 
population  of  14,604  and  now  located  84  miles  from  scheduled  air  trans¬ 
portation.” 
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air  transportation  at  the  present  time.  Consequently, 
examination  of  the  needs  of  the  cities  involved  is 
to  determine  whether  such  additional  service  is  now  in 
public  interest. 

Tupelo. — Tupelo  is  located  in  northeast  Mississippi 
had  a  1940  population  of  8,212.  Its  present  population 
estimated  at  13,000  by  the  Post  Office.  While  certificated 
Southern’s  route  No.  98,  Tupelo  is  not  presently 
because  its  airport  is  not  in  an  operable  condition, 
inaugurated  Tupelo  will  have  service  to  Memphis  and 
lumbus  and  to  and  from  Birmingham,  Columbus  (Ga.), 
Atlanta. 

Southern  Bus  proposes  services  to  Tupelo  as  an  inter 
diate  point  on  a  segment  between  Memphis  and  C^)- 
1780  lumbus,  paralleling  Southern’s  present  authoriza¬ 
tion.  By  reason  of  its  lack  of  adequate  airport  facili¬ 
ties,  the  authorization  of  additional  service  for  Tupelo 
would  be  impracticable.  Since  Southern  Bus’  proposal 
would  duplicate  Southern’s  experimental  operation  it  ob¬ 
viously  would  not  be  in  the  public  interest  and  should  be 
denied. 

Columbus. — Additional  service  is  also  proposed  for  this 
city  by  all  applicants.  Columbus  is  located  in  the  north¬ 
eastern  part  of  Mississippi,  139  miles  southeast  of  Memph  is 
between  Tupelo  and  Meridian.  It  had  a  1940  population  of 
13,645.  Columbus  is  presently  receiving  service  on  Southe  rn 
Airways’  route  No.  98  between  Memphis  and  Tuscaloosa 
and  eastward  toward  Birmingham  and  other  points. 

In  the  original  decision  Columbus  was  designated  for 
service  to  Meridian  and  Jackson  and  all  of  the  applicants 
propose  such  service.  According  to  the  representative  from 
Meridian  there  is  a  greater  community  of  interest  and  more 
travel  between  Meridian  and  Jackson  than  between  Merid¬ 
ian  and  Columbus.  The  record  indicates  that  feeder-line 
service  between  Meridian  and  Columbus  would  not  be  feas¬ 
ible  by  reason  of  excellent  bus  service  and  the  difference  in 
fares  for  air  service  which  would  save  only  one  hour,  at  most, 
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at  four  times  the  cost.  Support  of  this  segment  would, 
therefore,  have  to  come  principally  from  Memphis- Jackson 
service.  During  the  months  of  March  and  September  1948, 
there  were  only  a  little  more  than  two  passengers  a  day  be¬ 
tween  these  cities.  In  the  light  of  the  179  new  route  miles 
necessary  to  connect  Columbus  with  Jackson  via  Meridian, 
87  miles  of  which  would  parallel  Delta’s  service  be- 

1781  tween  Jackson  and  Meridian,  the  provision  of  this 
additional  and  new  service  does  not  appear  desirable. 

Nor  does  it  appear  economically  feasible  to  certificate  an 
additional  146  route  miles  south  from  Columbus  to  Laurel 
to  provide  new  service  for  Columbus  and  Meridian.  Laurel 
is  60  miles  south  of  Meridian  and  30  miles  north  of  Hatties¬ 
burg.  There  was  no  showing  of  any  need  for  additional 
service  between  Hattiesburg  and  Meridian  paralleling  Del¬ 
ta,  and  the  designation  of  Laurel  as  an  intermediate  point 
of  the  segment  would  not  be  responsive  to  that  city’s  needs 
for  air  service.  During  the  month  of  September  1948  Delta 
carried  only  three  Hattiesburg-Meridian  passengers.31  In 
view  of  these  considerations  it  is  concluded  that  feeder-line 
service  between  Meridian  on  the  one  hand  and  Columbus, 
Jackson,  Laurel,  and  Hattiesburg  on  the  other  would  not 
render  sufficient  new  service  to  justify  the  route  mileage  and 
amount  of  duplication  and  competition  involved. 

Meridian. — Meridian  has  a  population  of  55,000  and  is  lo¬ 
cated  in  the  east-central  part  of  the  State.  It  is  presently 
served  by  Delta  between  Birmingham  and  Jackson  and  be¬ 
tween  Birmingham  and  Hattiesburg  to  New  Orleans.  Merid¬ 
ian’s  representative  stated  at  the  hearing  in  this  proceed¬ 
ing  that  the  city  was  primarily  interested  in  service  to  and 
from  Memphis  and  points  north  thereof  and  that  improved 
connections  at  Jackson  between  Chicago  and  Southern  and 
Delta  would  solve  Meridian’s  problem  for  this  serv- 

1782  ice. 

It  would  appear  that  the  solution  of  providing  more 
convenient  air  transportation  to  Memphis  for  Meridian 


si  Service  was  not  inaugurated  at  Hattiesburg  until  April  1,  1948. 
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could,  better  be  found  through  negotiations  with  the  existing 
airlines  serving  these  cities  to  the  end  that  adequate  con¬ 
nections  would  be  provided  since  they  are  under  a  duty  to 
provide  reasonable  through  service  by  inter-line  connection 
enforceable  under  sections  404(a)  and  1002(a)  and  (c) 
of  the  Act.32  The  exigencies  of  scheduling  do  not,  however, 
permit  perfect  connecting  service  to  every  city.  One  of  the 
factors  that  must  be  weighed  is  the  volume  of  traffic  which 
is  being  inconvenienced.  Inasmuch  as  there  was  an  average 
of  only  six  connecting  passengers  between  Meridian  and 
Memphis  during  the  months  of  March  and  September  1948, 
it  would  not  appear  to  be  in  the  interest  of  the  carriers  in¬ 
volved  to  make  necessary  adjustments  at  this  time. 
1783  Insofar  as  duplication  of  Delta’s  services  between 
Meridian  and  Jackson  and  the  provision  of  a  direct 
feeder-line  service  for  Meridian  to  Memphis  are  concerned 
it  seems  clear  that  such  an  authorization  cannot  be  justified 
if  the  existing  service  could  be  improved  through  a  less  ex¬ 
pensive  and  relatively  nonin jurious  means.  During  the 
months  of  March  and  September  1948  there  was  an  average 
of  70  passengers,  or  a  little  more  than  two  a  day  between 
Meridian  and  Jackson.  As  hereinbefore  noted,  this  is  ob,|i- 
ously  insufficient  traffic  to  justify  duplicating  Delta’s  opera¬ 
tions  and  particularly  since  there  has  been  no  contention  |>r 
showing  of  inadequacy  of  service  between  these  points.  Tjie 
sound  development  of  the  air  transportation  system  is  n^)t 
enhanced  by  uneconomic  paralleling  of  routes  even  though 
some  improved  service  to  the  public  would  result.  In  reac|h- 

32  Section  404(a)  provides  in  part  as  follows:  *  *  *  “It  shall  be  the 
duty  of  every  air  carrier  to  provide  and  furnish  interstate  and  overseas 
air  transportation,  as  authorized  by  its  certificate,  upon  reasonable 
request  therefor  and  to  provide  reasonable  through  service  in  such  air 
transportation  in  connection  with  other  air  carriers;  to  provide  safe  and 
adequate  service,  equipment,  and  facilities  in  connection  with  such  trans¬ 
portation;  *++”  Section  1002(a)  provides:  “Any  person  may  file  with 
the  Authority  a  complaint  in  writing  with  respect  to  anything  done  or 
omitted  to  be  done  by  any  person  in  contravention  of  any  provision  of 
this  Act,  ***.”  Section  1002(c)  provides:  “If  the  Authority  finds,  after 
notice  and  hearing,  in  any  investigation  instituted  upon  complaint  *** 
that  any  person  has  failed  to  comply  with  any  provision  of  the  Act,  H** 
the  Authority  shall  issue  an  appropriate  order  to  compel  such  person  to 
comply  therewith.”  (Underscoring  supplied). 
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ing  this  conclusion  the  advantages  of  a  one-carrier  feeder- 
line  service  for  Meridian  to  Memphis  have  been  recognized 
and  accorded  due  weight.  But  the  disadvantages  of  such 
service  in  this  case  have  their  reaction  in  increased  demands 
upon  the  Government  for  financial  support  in  the  form  of 
mail  pay  which  outweigh  the  present  quantum  of  public 
benefit  involved. 

As  shown  in  appendix  No.  1,  surface  transportation  is 
generally  good  in  the  eastern  part  of  Mississippi,  south  of 
Jackson  and  Meridian.  Mobile  and  Gulfport/Biloxi  are  on 
the  main  line  of  the  Louisville  and  Nashville  Railroad  into 
New  Orleans.  Hattiesburg  and  Laurel  are  on  the  main  line 
of  Southern  Railway  into  New  Orleans.  Jackson  has  direct 
service  to  New  Orleans  over  the  Illinois  Central.  Service 
between  Gulfport/Biloxi,  Hattiesburg,  and  Jackson 
1784  over  the  Illinois  Central  is  direct  and  reasonably  fast. 

In  general,  the  cities  in  southeastern  Mississippi  have 
good  rail  and  bus  service  between  them  and  to  their  major 
points  of  interest,  i.e.  New  Orleans  and  Mobile.  All  appli¬ 
cants  propose  service  over  the  southeastern  leg  of  the 
Board’s  route  pattern  from  Jackson  south  to  New  Orleans 
via  Meridian,  Laurel,  Hattiesburg,  Mobile,  Gulfport/Biloxi 
and  Bogalusa. 

Bogalusa  is  located  84  miles  north  of  New  Orleans  and  it 
had  a  1940  population  of  14,604.  The  Post  Office  estimates 
its  present  population  at  18,000.  Bogalusa  was  previously 
designated  by  the  Board  on  its  route  pattern  and  service  is 
proposed  for  this  city  by  all  applicants. 

Mccomb  is  located  110  miles  north  of  New  Orleans  and  82 
miles  south  of  Jackson.  It  has  a  presently  estimated  popu¬ 
lation  of  15,000. 

Although  Bogalusa  and  Macomb  are  of  sufficient  size  and 
would  benefit  from  the  establishment  of  feeder-line  air  trans¬ 
portation  neither  has  adequate  airport  facilities  for  the  im¬ 
mediate  inauguration  of  such  service  and  should  not  there¬ 
fore  be  certificated  at  this  time.  In  the  event  these  cities 
improve  their  airports  they  might  in  a  later  proceeding  be 
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added  on  a  local  route  between  Jackson  and  New  Orleans 
as  part  of  the  service  recommended  herein. 

Gulfport/ Biloxi  are  cities  having  a  combined  1940  popu¬ 
lation  of  32,670  and  were  previously  designated  on  the 
Board’s  route  pattern  findings  for  service  between  Mobile 
and  New  Orleans.  These  points  presently  receive  such  serv¬ 
ice  on  National’s  route  No.  39.  The  representative 
1785  from  Gulfport  stated  at  the  hearing  that  the  city’s 
principal  need  was  for  service  to  Jackson.  At  ti^e 
present  time  it  receives  direct  rail  service  to  Jackson  and 
air  service  by  connections  at  New  Orleans.  A  Gulfport/ 
Biloxi  operation  via  New  Orleans  or  Hattiesburg  and  Meri¬ 
dian  is  proposed  by  all  of  the  applicants  but  none  of  these 
services  would  appear  to  satisfy  the  needs  of  Gulfport/ 
Biloxi  for  additional  service  to  Jackson  or  be  economically 
feasible  at  this  time. 

During  the  month  of  September  1948,  there  was  only  one 
passenger  between  Gulfport/Biloxi- Jackson.  The  extension 
of  route  (b)  from  Mobile  to  Gulfport/Biloxi  or  route  (a) 
from  New  Orleans  would  not  therefore  benefit  a  substantial 
amount  of  traffic.  During  the  months  of  September  1947  and 
September  1948,  there  was  an  average  of  206  passengers 
moving  between  Mobile  and  New  Orleans  on  the  one  han 
and  Gulfport/Biloxi  on  the  other.  These  segments  are  5 
and  77  miles  long,  respectively,  and  it  is  clear  from  the  his¬ 
torical  traffic  figures  that  a  feederline  would  not  obtain  much 
intercity  local  traffic  from  these  segments  in  support  of  a 
Gulf  port/Biloxi-  Jackson  service. 

While  the  Board  designated  a  Mobile-Gulfport-New  Or¬ 
leans  segment  in  its  route  pattern  findings,  there  appears 
to  be  no  public  convenience  and  necessity  for  such  a  route 
at  this  time.  The  representative  from  Mobile  testified  and 
the  applicants  agreed  that  existing  services  are  adequate. 
It  is  important  to  note  that  the  establishment  of  a  feeder-line 
route  over  this  segment  would  result  in  a  quadruplicate  of 
present  service. 
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1786  One  of  the  factors  directly  related  to  the  interest 
of  the  public  and  to  the  economic  welfare  of  the  in¬ 
dustry  is  the  relationship  between  the  expected  revenues 
and  cost  of  a  proposed  service.  Unless  exceptional  circum¬ 
stances  such  as  the  particular  importance  of  a  route  from 
the  standpoint  of  the  postal  service  or  national  defense  ex¬ 
ists,  this  relationship  should  not  impose  upon  the  Govern¬ 
ment  an  unduly  large  proportion  of  the  operating  cost.33 

The  best  service  available  at  the  present  time  is  National's 
flight  leaving  Gulfport  at  11:31  a.m.  and  arriving  at  New 
Orleans  at  12 :03  p.m. 

Jackson-Mobile  route. — None  of  the  applicants  propose 
service  between  Mobile  and  Jackson  except  by  connections 
at  New  Orleans.  But,  as  hereinafter  shown,  there  is  a  strong 
need  to  connect  the  important  gulf  port  of  Mobile  with  the 
inland  city  and  capital  of  Mississippi,  Jackson,  and  provide 
air  service  to  these  terminals  for  the  substantial  and  rapidly 
growing  industrial  and  agricultural  centers  of  Hattiesburg 
and  Laurel.  There  is  neither  rail  nor  direct  air  service  be¬ 
tween  these  cities  and  such  a  route,  hereinafter  identified  as 
route  (b),  would  fill  a  gap  in  the  transportation  pat- 

1787  tern  of  this  area  with  no  serious  adverse  effect  upon 
the  operations  of  any  existing  air  carrier.  All  of  the 

cities  have  Class  3  or  better  airports.  This  route  would  total 
approximately  195  miles  in  length  with  distances  between 
stops  averaging  about  65  miles. 

As  heretofore  pointed  out  the  Board  recognized  in  its 
original  decision  that  a  similar  service  was  required  by 
designating  a  route  to  connect  Jackson  with  Mobile  via 
Meridian,  Hattiesburg,  and  Laurel.  The  economic  charac¬ 
teristics  of  the  cities  on  route  (b)  are  shown  in  the  table 
below  and  are  followed  by  a  discussion  of  their  communities 
of  interest  and  present  transportation  facilities. 

33  United  A.  L.,  Red  Bluff  Operation,  1  C.A.A.  778  (1940) ;  Eastern 
A.L.,  St.  Louis-Nashville-Muscle  Shoals  Op.,  1  C.A.A.  792  (1940) ;  Con¬ 
tinental  A.L.  et  al.,  Denver-Kansas  City  Service,  4  C.A.B.  1  (1942); 
Braniff  Air,  et  al.,  Memphis-Oklahoma  City-El  Paso,  6  C.A.B.  305  (1945) ; 
Service  to  Montego  Bay,  7  C.A.B.  741  (1947). 
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Economic  Characteristics  of  Cities  of  Route  (b) 


City 

Jackson 

Laurel 


1940  Population 
City  County 


Postal  Income 

Retail  Sales  Receipts  Tax  Returri; 
1939  (000)  1943  1941 


Hattiesburg 

Mobile 


62,107  107,273  $29,093  $  75,294  12,329 

20,598  42,227  7,454  88,991  2,431 

21,026  34,901  8,461  324,033  4,3^3 

78,720  141,974  30,838  652,202  18,650 

Jackson. — As  the  capital  of  Mississippi,  Jackson  not  on! 
has  a  strong  community  of  interest  with  Laurel  and  Hatties¬ 
burg  but,  as  a  large  industrial  inland  city,  also  with  the  port 
city  of  Mobile.  During  the  months  of  March  and  Septembe  r 
1948,  there  was  an  average  of  only  seven  Mobile-Jackson 
passengers.  At  the  hearing  a  representative  from  Mobile 
testified  that  existing  Mobile-Jackson  air  service  with  con¬ 
nections  at  New  Orleans  was  inadequate  and  that  a  direct 
route  was  especially  needed.  The  following  table  shows  the 
number  of  bus  passengers  carried  on  Southern  Bus 
1788  Lines’  system  alone  between  Jackson  and  the  other 
cities  on  route  (b)  during  the  week  March  6-12,  194^. 

To: 

Laurel  Hattiesburg  Mobile 


From : 

Jackson 

Jackson  - 

Laurel 

136 

Hattiesburg 

338 

Mobile 

118 

148 


263 


105 


At  the  present  time  there  are  four  daily  round  trip  bus 
schedules  between  Jackson  and  Laurel;  six  between  Jackson 
and  Hattiesburg,  and  three  between  Jackson  and  Mobile. 
Other  evidence  of  community  of  interest  between  Jackson 
and  the  other  cities  on  this  route  is  demonstrated  by  hotel 
registration  counts  made  at  Laurel  and  Hattiesburg  during 
the  period  March  25  to  April  1, 1945,  which  show  41  and  63 
persons  registering,  respectively,  from  Jackson.  By  reason 
of  no  direct  rail  or  air  service  between  Jackson  and  any  of 
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the  other  cities  on  this  route,  except  one  rail  schedule  to 
Hattiesburg,  it  would  appear  that  the  first-class  travel 
market  is  not  served. 

Laurel  is  located  approximately  75  miles  southeast  of 
Jackson  and  30  miles  north  of  Hattiesburg  in  the  east  cen¬ 
tral  part  of  Mississippi.  It  had  a  1940  population  of  20,600. 
It  is,  however,  the  largest  industrial  city  in  the  State  and 
has  realized  a  rapid  expansion  with  its  present  estimated 
population  at  40,000,  trade  area  over  125,000,  and  annual 
payroll  at  $26,000,000.  It  is  also  known  as  Mississippi’s  oil 
capital.  Approximately  350  oil  wells  are  operating  in 
1789  three  fields  within  8  to  20  miles  from  Laurel  and  more 
are  in  the  process  of  being  drilled.  Under  pro-ration 
these  wells  produce  upwards  of  20,000  barrels  daily.  Many 
out-of-town  oil  operators  and  supply  houses  have  established 
field  offices  in  the  city.  Laurel  also  has  some  60  manufactur¬ 
ing  concerns  making  lumber  products,  textiles,  processed 
foods,  furniture,  and  numerous  other  articles.  Its  18  major 
industries  employ  over  14,100  persons.  The  Masonite  Cor¬ 
poration  with  headquarters  at  Chicago  employs  2,000  per¬ 
sons  in  Laurel. 

As  indicated  by  the  four  daily  bus  schedules  to  Jackson, 
nine  to  Hattiesburg,  and  seven  to  Mobile,  Laurel  has  a 
strong  community  of  interest  with  the  other  cities  on  route 
(b).  Hotel  registration  counts  at  Laurel  for  the  period 
March  25  to  April  1,  1945,  show  41  and  63  registrants, 
respectively,  from  Jackson  and  Hattiesburg.  A  bus  passen¬ 
ger  count  on  Southern  Bus  Lines’  system  made  during  the 
period  March  6-12,  1945,  showed  283  passengers  moving 
between  Laurel  and  Jackson  and  148  passengers  between 
Laurel  and  Mobile. 

Laurel  is  served  by  three  railroad  systems,  the  Gulf, 
Mobile  and  Ohio,  the  Illinois  Central  and  the  Southern  Rail¬ 
way,  which  provide  passenger  service  southwest  to  Hatties¬ 
burg  and  New  Orleans  and  northeast  to  Meridian  and  New 
York.  Laurel  is  entirely  without  rail  service  northwest  to 
Jackson  and  southeast  to  Mobile,  the  direction  of  route  (b). 
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This  city  was  previously  designated  for  service  by  the  Boa::d 
and  all  of  the  applicants  propose  to  serve  it.  According  to 
its  exhibits,  Laurel’s  industrial  and  oil  expansion  has  added 
considerably  to  the  potential  of  air  traffic  which  has  to  go  to 
Meridian,  Hattiesburg,  Jackson,  Mobile,  or  New  Or- 
1790  leans  for  service.  The  city  points  out  that  while  Hat¬ 
tiesburg  is  only  30  miles  away,  Delta’s  one  schedule 
daily  each  way  at  noon  does  not  solve  any  of  Laurel’s  needs 
for  air  transportation. 

Laurel  has  a  Class  1  Post  Office.  At  present  519  air  mail 
pieces  are  received  and  368  pieces  are  dispatched  daily.  By 
volume  its  air  mail  community  of  interest  is  with  Chicago, 
its  first-class  mail,  with  Jackson.  The  following  table  indi¬ 
cates  the  elapsed  time  between  the  posting  of  an  air  mail 
letter  at  Laurel  and  the  ultimate  posting  of  that  letter  6n 
an  airplane  for  flight  to  its  destination. 


Airmail 
Posted  By 

10 :00  AM 


10 :30  AM 
10 :30  AM 
3 :30  PM 
3 :30  PM 
6 :00  PM 
6 :00  PM 
12 :00  Midnight 
12 :00  Midnight 
12 :00  Midnight 


Connects  With  Plane  For 

Leaving  Following 

Place  Hour  Destinations 


Meridian  3:25  PM 


Jackson  4 
Jackson  9 
Jackson  12 
J ackson  2 
Jackson  8 
Jackson  9 
Jackson  8 
Jackson  9 
Meridian  2 


:20  PM 
:15  PM 
:35  AM 
:58  AM 
:50  AM 
:15  AM 
:50  AM 
:15  AM 
:35  AM 


East  &  West¬ 
bound 
Northbound 
Eastbound 
Northbound 
Eastbound 
Northbound 
Eastbound 
Northbound 
Eastbound 
Westbound 


Elapsed 
Time” 
Between 
Posting 
and  1 
Connection 

5 :25 


5:50 
10 :45 
9:05 
11:28 
14:50 
15 :15 
8:50 
9:15 
2:35 


Hattiesburg  is  located  in  the  southeastern  part  of  Missis¬ 
sippi  and  is  the  seat  of  Forrest  County.  It  is  served  by  2 
Federal  highways,  4  railroad  lines,  and  1  airline.  The  19jt0 
population  was  21,000  but  it  is  now  estimated  at  40,000  t>y 
the  Post  Office.  Farm  and  dairy  products  are  the  ba^ic 
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source  of  incomes  from  Hattiesburg  and  its  sur- 

1791  rounding  trade  areas.  There  are  52  manufacturing 
plants  employing  2,500  persons  producing  86  kinds 

of  articles  having  an  annual  value  exceeding  $15,000,000. 
In  1941  there  were  300  wholesale  and  retail  outlets  with  an¬ 
nual  sales  of  $12,000,000.  Oil  was  discovered  in  the  area 
several  years  ago  and  is  rapidly  becoming  one  of  the  more 
important  local  industries.  Delta  provides  Hattiesburg  air 
service  northeast  to  Meridian  and  southwest  to  New  Orleans 
but  the  city  has  no  air  or  rail  passenger  service  to  Mobile 
and  no  air  and  only  inadequate  rail  service  to  Jackson,  a 
major  point  of  interest.  There  are  9  bus  schedules  daily  to 
Laurel,  6  to  Jackson,  and  3  to  Mobile.  During  the  period 
March  6-12, 1945,  there  were  over  600  bus  passengers  to  and 
from  Jackson  and  Hattiesburg.  Hotel  registrations  show 
that  Hattiesburg’s  community  of  interest  lies  first  with  New 
Orleans  but  second  with  Jackson.  During  the  period  March 
25- April  1, 1945,  there  were  63  hotel  registrants  at  Hatties¬ 
burg  from  Jackson  and  10  from  Mobile. 

Hattiesburg  has  a  Class  1  Post  Office.  At  the  present  time 
1,087  pieces  of  air  mail  are  received  and  1,030  are  dispatched 
daily.  By  volume  its  air  mail  community  of  interest  is  with 
Chicago,  its  first-class  mail,  with  Jackson. 

Mobile  is  the  southern  terminus  of  route  (b)  and  is  located 
in  the  southwestern  corner  of  Alabama  on  the  Gulf  of  Mex¬ 
ico.  It  had  a  1940  city  population  of  78,720  and  is  the  seat  of 
Mobile  County  which  had  a  1940  population  of  141,974. 
Mobile  is  located  at  the  terminus  of  navigation  for 

1792  the  Alabama-Tombigbee  Warrior  Coosa  River  sys¬ 
tem,  second  largest  in  the  United  States.  The  docks 

and  port  facilities  at  Mobile  were  recently  modernized  and 
expanded  by  the  State  of  Alabama  to  meet  the  demands  of 
its  progressively  increasing  commerce.  The  Port  of  Mobile 
ranks  sixth  in  the  United  States  for  tonnage  handled.  The 
cotton  and  lumber  products  of  Hattiesburg  and  Laurel  are 
stored  and  distributed  at  Mobile.  Mobile  is  also  the  funnel 
for  the  general  farm  produce  of  southern  Mississippi  and 
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Alabama.  Its  major  industries  include  paper  mills,  alu¬ 
minum  ore  processing,  and  salt  mining.  It  not  only  serves 
Hattiesburg,  Laurel,  and  Jackson  in  the  distribution  of 
these  products  but  the  whole  southeast.  Other  industries 
include  shipbuilding,  meat  packing,  and  general  farm  pro¬ 
duce.  Apart  from  the  fact  that  Mobile  is  an  industrial  and 
transportation  center  for  the  surrounding  area,  its  tourist 
attractions  such  as  its  Mardi  Gras,  azalea  trails,  Belling- 
rath  Gardens,  and  surf  beaches  attract  large  numbers  of 
persons  from  Jackson,  Laurel,  Hattiesburg,  and  the  sur¬ 
rounding  area. 

At  present  Mobile  receives  service  by  Eastern  and  Capital 
to  and  from  New  Orleans  and  by  National  to  and  from  Gulf¬ 
port/Biloxi  and  New  Orleans.  It  also  has  one-carrier  con¬ 
necting  service  by  Eastern  to  Memphis  via  Birmingham 
and  two-carrier  connecting  services  via  New  Orleans  by 
Eastern,  Capital,  and  National  with  Chicago  and  Southern. 
Mobile’s  representative  at  the  hearing  testified  that  Mo¬ 
bile’s  air  service  at  present  is  excellent  and  that  its  only 
need  for  additional  service  is  to  and  from  Jackson  and 
Memphis  and  points  north  thereof.  At  the  present 
1793  time  Mobile-Jackson  air  passengers  travel  292  miles 
via  connections  at  New  Orleans  in  contrast  with  di¬ 
rect  service  over  route  (b),  a  distance  of  195  miles.  Mobile- 
Jackson  passengers  would  be  provided  a  service  over  a 
much  shorter  route,  or,  in  the  alternative,  a  service  which 
would  avoid  the  delay  and  inconvenience  of  making  trans¬ 
fers  at  New  Orleans.  The  representative  from  Mobile  tes¬ 
tified  that  the  city  has  frequent  need  for  travel  to  Jackson 
arising  from  shipping  activities  and  that  this  traffic  would 
be  substantially  benefited  if  more  rapid  transportation  were 
available.  It  appears  therefore  that  route  (b)  would  be  re¬ 
sponsive  to  the  needs  of  that  city  for  additional  air  service. 

Route  (b)  differs  from  the  Board’s  route  pattern  findings 
and  the  proposals  of  the  applicants  in  that  Columbus-Merid- 
ian,  Meridian-Jackson,  Meridian-Laurel,  Hattiesburg-Boga- 
lusa-New  Orleans  and  Mobile-Gulf port/Biloxi-New  Orleans 


634 


services  have  been  eliminated.  With  the  exception  of  the 
Columbus-Meridian,  Meridian-Laurel  and  Hattiesburg-Bo- 
galusa  segments,  the  others  would  duplicate  presently  au¬ 
thorized  services  and  would  not  be  in  accord  with  the 
Board’s  belief  that  feeder  service  should  seldom,  if  ever, 
be  competitive.34  Only  the  145-mile  noncompetitive  seg¬ 
ment  between  Columbus  and  Laurel  via  Meridian 
1784  would  be  unserved. 

Louisiana 

In  the  original  decision  the  Board  did  not  designate  feed¬ 
er-line  service  in  Louisiana  other  than  to  Baton  Rouge,  New 
Orleans,  and  Bogalusa.  In  this  proceeding  Southern  Bus 
proposes  service  between  Lake  Charles  on  the  one  hand  and 
Shreveport  and  New  Orleans  on  the  other  and  Trans-Texas 
proposes  service  between  Lake  Charles  and  New  Orleans. 
Upon  re-examination  of  all  the  evidence  and  relevant  facts 
of  record  in  the  original  proceeding  and  a  full  consideration 
of  the  testimony  adduced  herein,  there  appears  to  be  a 
strong  need  not  only  for  the  route  proposed  by  Southern 
Bus  to  connect  Lake  Charles  with  Shreveport  via  Natchi¬ 
toches  and  with  Monroe  via  Alexandria  but  also  with  New 
Orleans  via  Crowley,  Opelousas,  Baton  Rouge,  and  Houma. 
The  Board  has  indicated  in  area  proceedings  of  this  type 
that  it  does  not  consider  itself  confined  to  the  proposals  of 
the  various  applicants  but  has  the  duty  in  carrying  out  the 
policy  provisions  of  section  2  of  the  Act  to  consider  the  gen¬ 
eral  air  transportation  needs  of  the  entire  area  and  to  auth¬ 
orize  the  kind  of  service  and  route  system  which  it  finds 
most  in  the  public  interest. 

Shreveport-Lake  Charles-Monroe  route. — A  route  con¬ 
necting  these  presently  certificated  cities  would  approxi¬ 
mate  350  miles  in  length  and  fill  a  gap  in  Louisiana’s  trans¬ 
portation  pattern  by  providing  a  new  air  service  along  its 
southwest-northeast  axis  somewhat  comparable  to  Delta’s 
northwest-southeast  route  across  the  State.  It  would  sup- 

34  Opinion  and  Order  to  Show  Cause,  adopted  April  4,  1949,  Dockets 
Nos.  3718, 3719  and  3720. 
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plement  presently  inadequate  rail  transportation  services 
and  would  not  compete  with,  or  otherwise  adversely  affect, 
the  operations  of  any  existing  air  carrier.  More- 
1795  over,  notwithstanding  a  substantial  community  of 
interest  between  the  cities  on  each  segment  with 
each  other  and  with  Lake  Charles,  it  appears  operationally 
impracticable  for  trunk-line  service  to  be  conducted  over 
this  irregularly  formed  short-haul  route. 

The  establishment  of  such  a  route,  hereinafter  designated 
route  (c),  would  provide  Shreveport,  Monroe,  Natchitoches, 
and  Alexandria,  the  oil  producing  centers  of  Louisiana,  di¬ 
rect  access  to  Lake  Charles,  one  of  the  great  oil  ports  of  the 
southwest,  without  duplicating  any  existing  air  routes.  It; 
would  also  provide  a  particularly  needed  service  by  reason 
of  the  time-saving  advantages  which  would  be  afforded  over 
existing  surface  transportation  facilities  between  these  im¬ 
portant  cities.  The  economic  characteristics  of  the  cities 
on  this  route  are  summarized  below  and  are  followed  by  a 
discussion  of  their  communities  of  interest  and  existing 
transportation  services. 

Economic  Characteristics  of  Cities  on  Route  (c) 


1940  Population 

Wholesale 

Sales 

1939 

Retail 

Sales 

1939 

Postal 

Receipts 

Income 

Tax 

Returns 

City 

City 

County 

(000) 

(000) 

1943 

1941 

Shreveport 

98,167 

150,203 

$46,959 

$66,868 

$879,672 

20,284 

Natchitoches 

6,812 

40,997 

1,453 

2,812 

50,995 

989 

Lake  Charles 

21,207 

56,506 

20,143 

11,316 

217,608 

5,292 

Alexandria 

27,066 

73,370 

8,898 

12,278 

518,008 

6,245 

Monroe 

28,309 

59,168 

20,143 

17,003 

271,861 

4,928 

1796  Shreveport  is  located  in  the  northwest  corner  of 

Louisiana.  It  had  a  1940  population  of  97,167.  Being 
the  largest  city  within  a  radius  of  175  miles,  it  is  a  substan¬ 
tial  commercial  and  financial  center.  Its  trade  territory  em¬ 
braces  a  rich  agricultural  region,  vast  forests  of  hard  and 
soft  woods,  and  one  of  the  largest  oil  and  gas  fields  in  the 
midcontinent  area.  As  an  oil  equipment  center  it  serves  the 
entire  area  and  is  the  headquarters  for  230  oil  operating 
firms  and  7  large  oil  refineries.  Petroleum  products  consti- 
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tute  about  one-half  of  Shreveport’s  total  factory  output, 
which  is  valued  at  about  $40,000,000  annually.  Lumber  and 
lumber  products  on  which  the  development  of  the  city  was 
based  rank  second  in  importance.  One  of  the  largest  cotton 
compressors  in  the  world  is  located  at  Shreveport.35 

Shreveport  presently  receives  service  via  Delta  to  and 
from  Alexandria,  Baton  Rouge,  New  Orleans,  Jackson, 
Meridian,  Hattiesburg,  Selma,  Montgomery,  Birmingham, 
and  Columbus,  Ga.,  and  via  Mid-Continent  to  and  from  New 
Orleans.  Southern  Bus  proposes  service  between  Shreve¬ 
port  and  New  Orleans  via  Natchitoches,  Lake  Charles,  La¬ 
fayette/New  Iberia,  and  Baton  Rouge.  As  discussed  herein 
there  appears  to  be  a  substantial  need  for  the  Shreveport- 
Natchitoches-Lake  Charles  segment  of  this  proposed  route 
but  not  with  respect  to  that  part  between  Lake  Charles  and 
New  Orleans  via  Lafayette/New  Iberia  and  Baton  Rouge 
which  would  parallel  Eastern’s  service  over  route 
1797  No.  5. 

As  shown  by  a  bus  passenger  count  taken  on  South¬ 
ern  Bus  Lines’  system  alone  from  July  8-14,  1944,  a  sub¬ 
stantial  community  of  interest  exists  between  Shreveport 
and  the  other  cities  on  route  (c).  For  example,  there  were 
193  and  55  passengers  between  Shreveport  on  the  one  hand 
and  Natchitoches  and  Lake  Charles  on  the  other;  and  in  the 
inverse  order  89  and  66  passengers  between  Natchitoches 
and  Lake  Charles  on  the  one  hand  and  Shreveport  on  the 
other.  Other  evidence  of  community  of  interest  was  shown 
by  the  fact  that  Shreveport  newspapers  each  day  send  1,035 
copies  to  Natchitoches  and  81  to  Lake  Charles. 

As  hereinafter  discussed  in  connection  with  Lake  Charles, 
Shreveport  has  no  Pullman  service  and  only  one  daily  coach 
rail  schedule  to  Natchitoches  and  Lake  Charles.  Thus,  it 
would  appear  that  the  north-south  segment  in  western 
Louisiana  of  route  (c)  would  fill  a  gap  in  the  transporta¬ 
tion  pattern  of  that  State  and  serve  a  real  public  need. 

35  For  further  discussion  regarding  Shreveport,  see  2  C.A.B.  353  (358) ; 
4  C.A.B.  278  (280) ;  and  7  C.A.B.  481. 
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Natchitoches  is  located  in  the  western  part  of  Louisian 
between  Shreveport  and  Lake  Charles.  It  is  the  seat  of 
Natchitoches  Parish,  and  has  a  present  population  of  10, OOP 
as  compared  with  6,812  in  1940.  Approximately  32,500  per¬ 
sons  live  within  25  miles  of  the  city.  Natchitoches  was 
founded  in  1714  and  is  the  oldest  settlement  in  the  Louisiana 
Purchase.  It  is  one  of  the  most  interesting  historical  cities 
in  the  South  and  attracts  many  visitors  annually.  Agricul¬ 
ture  and  livestock  raising  are  the  principal  activities  qf 
Natchitoches  and  cotton  and  lumber  are  its  major  indus¬ 
tries.  Eleven  Federal  agencies  have  offices  in  the  city.  Ex¬ 
ceptionally  good  lakes  and  streams  provide  a  thrrvf- 
1798  ing  fishing  industry  and  recreational  program.  The 
Louisiana  State  Teachers’  College  has  a  large  enroll¬ 
ment  and  attracts  students  and  visitors  from  several  Stated. 
The  Naval  Cadet  Preparatory  School,  with  approximately 
750  students,  is  conducted  at  the  college. 

Natchitoches  is  served  by  one  railroad  and  four  bus  com¬ 
panies.  Only  one  daily  coach  rail  schedule  connects  Natchi¬ 
toches  with  Shreveport  and  Lake  Charles.  It  takes  2  hours 
1  minute  by  rail  and  2  hours  40  minutes  by  bus  to  travel  be¬ 
tween  Natchitoches  and  Shreveport,  a  distance  of  70  miles  . 
A  trip  between  Natchitoches  and  Lake  Charles  consumes  10 
hours  30  minutes  by  rail  and  4  hours  27  minutes  by  bus,  X 
trip  of  about  110  miles.  By  air  the  elapsed  time  would  be  29 
and  43  minutes  between  Natchitoches  on  the  one  hand  and 
Shreveport  and  Lake  Charles  on  the  other. 

Natchitoches  is  served  by  a  Class-1  Post  Office.  Mail 
counts  of  record  show  that  an  average  of  314  pieces  of  aijr 
mail  are  received  and  dispatched  at  Natchitoches  daily.  It 
air  mail  community  of  interest  as  indicated  by  volume  is 
with  San  Francisco,  its  first-class  mail,  with  Shreveport. 

Lake  Charles,  the  most  important  city  in  southwestern 
Louisiana,  is  located  30  miles  by  deep  waterway  from  the 
Gulf  of  Mexico,  the  seat  of  Calcasieu  Parish.36  Its  1940 


36  For  additional  information  regarding  Lake  Charles,  see  4  C.A.B.  278 
(281)  and  7  C.A.B.  481. 
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population  was  21,207  but  industrial  expansion  dur- 

1799  ing  wartime  was  very  heavy  and  it  is  now  estimated 
to  have  increased  to  more  than  30,000.  Located  be¬ 
tween  New  Orleans  and  Houston,  Lake  Charles  is  the  most 
direct  port  for  the  central  states.  It  is  served  by  the  intra¬ 
coastal  canal  which  extends  from  St.  Marks  River,  Florida, 
to  Corpus  Christi  and  accommodates  seagoing  vessels  by 
means  of  channel  to  the  Gulf  of  Mexico.  It  is  a  natural  outlet 
for  commodities  moving  to  the  eastern  seaboard.  During 
1943,  almost  6,000,000  tons  passed  through  its  port  and  as 
the  terminal  for  the  Missouri-Pacific  Railroad,  there  is  a 
steady  flow  of  commodities  from  Memphis  and  points  north 
thereof.  Lake  Charles  is  also  the  center  of  a  large  farming 
area  and  it  produces  and  mills  more  than  two-thirds  of  the 
total  United  States  rice  crop.  Five  manufacturing  plants, 
representing  an  investment  exceeding  $150,000,000,  were 
erected  as  a  result  of  the  war.  These  plants,  however,  are  of 
a  permanent  nature  manufacturing  high  octane  gasoline, 
synthetic  rubber,  and  heavy  chemicals.  Livestock  is  also  an 
important  industry.  Swift  and  Company  completed  a  pack¬ 
ing  plant  at  Lake  Charles  in  1938,  representing  an  invest¬ 
ment  in  excess  of  a  million  dollars,  which  serves  the  cattle 
industry  of  Louisiana.  Lake  Charles  is  the  center  of  a  large 
and  important  oil  producing  area.  Twenty  oil  fields  are  in 
the  immediate  vicinity  and  approximately  25,000,000  bar¬ 
rels  move  through  the  port  of  Lake  Charles.  Continental 
Oil  Co.  and  Cities  Service  Refining  Corp.  have  refineries 
valued  at  $54,000,000 ;  Firestone  Tire  and  Rubber  Co.  has  a 
synthetic  rubber  plant  valued  at  $25,000,000 ;  and  other  large 

alkali,  magnesium,  and  ammonia  plants  valued  at 

1800  $70,000,000  are  located  at  Lake  Charles.  In  1942  an 
Army  air  base  costing  $8,500,000  was  completed. 

Southwest  Louisiana  Trade  School,  John  McNeese  Junior 
College,  Landry  School  for  Boys,  and  St.  Charles  Academy 
for  Girls  are  also  located  in  the  city. 

Lake  Charles  has  a  strong  community  of  interest  with 
the  oil  and  gas  producing  areas  around  Shreveport,  Alex- 
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andria,  and  Monroe.  During  the  period  July  8-14,  1944, 
there  were  24,  24,  and  15  registrants  to  these  points,  re¬ 
spectively,  from  Lake  Charles.  The  following  table  show 
the  number  of  bus  passengers  carried  on  Southern  Bus’  sys; 
tern  to  and  from  Lake  Charles  and  other  cities  on  route  (d) 
during  the  period  July  8-14, 1944 : 


To: 

From:  Lake  Charles  Alexandria  Monroe  Shreveport 


Lake  Charles 

Alexandria 

Monroe 

Shreveport 

Natchitoches 


148 

16 

55 

8 


118 


165 


Natchi 

toches 

14 


Lake  Charles  is  served  by  three  Federal  highways,  on 
airline,  three  railroads,  and  oceangoing  steamers  and  barge 
lines.  It  does  not,  however,  have  adequate  first-class  trans 
portation  north  to  Shreveport  and  northeast  to  Alexandria. 
Only  one  rail  schedule  per  day  is  provided  to  Shreveport 
and  it  does  not  offer  Pullman  service.  As  shown  in  the 
table  below,  substantial  time  savings  would  be  effected  over 
existing  surface  transportation  facilities  northeast  tp 
1801  Alexandria  and  Monroe : 

Comparative  Elapsed  Times  Between  Lake  Charles 
and  Alexandria  and  Monroe 


From  Lake  Charles  to: 


Alexandria:  Bus 

3:44 

Rail 

3:25 

Present  air  * 

2:53 

Proposed  air 

:33 

Monroe:  Bus 

7:50 

Rail 

6:40 

Present  air  ** 

9:04 

Proposed  air 

1:10 
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•  Eastern  from  Lake  Charles  to  Baton  Rouge  1 :34 
Connection  :39 

Delta  from  Baton  Rouge  to  Alexandria  :40 


TOTAL  2:53 

••  Eastern  from  Lake  Charles  to  Baton  Rouge  1 :25 
Connection  :53 

Delta  from  Baton  Rouge  to  Shreveport  2 :16 

Connection  3 :48 

Delta  from  Shreveport  to  Monroe  :42 


TOTAL  9 :04 


Lake  Charles  presently  receives  air  service  by  Eastern 
to  and  from  points  to  the  west  and  to  the  east.  As  hereto¬ 
fore  pointed  out,  the  additional  services  proposed  for  Lake 
Charles  are  for  the  most  part  duplicative  of  Eastern’s  pres¬ 
ent  service  and  would  not  be  in  the  public  interest. 

The  representative  of  the  Louisiana  Department  of  Pub¬ 
lic  Works  urges  the  authorization  of  a  route  between  Lake 
Charles  and  Shreveport  to  connect  Delta’s  east-west  ser¬ 
vice  across  the  extreme  northern  part  of  the  State  with 
Eastern’s  east-west  service  across  the  extreme  south- 
1802  era  part  and  to  afford  these  two  cities  a  direct  con¬ 
necting  service.  Exceptionally  favorable  factors  sup¬ 
porting  feeder-line  certification  at  these  points  are  the  high 
mobility  of  the  oil  industry  in  both  producing  and  refining 
phases  and  the  lack  of  direct  air  and  rail  service  between 
them. 

Alexandria ,  the  seat  of  Rapides  Parish,  is  located  in  the 
central  part  of  Louisiana  almost  midway  between  Lake 
Charles  and  Monroe.87  It  had  a  1940  population  of  27,066. 
Its  major  industrial  establishments  include :  railroad  yards, 
machine  shops,  and  terminals;  foundries;  meat  packing, 
coffee  roasting,  cotton  ginning  and  compressing,  lumber, 

87  For  other  economic  characteristics  heretofore  considered  by  the  Board 
regarding  Alexandria,  see  2  C.A.B.  727  (732) ;  and  4  C.A.B.  278  (281). 
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chemicals,  oil  refinery,  sugar  cane,  and  general  agricultural 
and  diary  products  plants.  Alexandria  is  a  major  market 
for  petroleum  products.  Within  a  radius  of  50  miles  there 
are  seven  major  oil  fields.  It  is  an  important  railway  cen¬ 
ter  and  interchange  point,  having  a  steady  movement  of 
livestock,  packing  house,  and  lumber  products.  There  are 
seven  military  installations  within  18  miles  of  the  city. 
U.  S.  Veterans  Facility  No.  27  makes  it  one  of  the  largest 
medical  centers  in  the  world. 

The  evidence  indicates  a  substantial  community  of  inter¬ 
est  between  Alexandria  and  Lake  Charles  and  Mon- 

1803  roe.  There  are  5  daily  bus  schedules  to  Monroe  and 
4  to  Lake  Charles.  During  the  period  July  8-14, 

1945,  266  bus  passengers  moved  over  Southern  Bus’  system 
alone  between  Alexandria  and  Lake  Charles  and,  between 
Alexandria  and  Monroe  there  were  318  passengers.  During 
the  period  December  11,  1945,  to  November  15,  1946,  1,080 
air  passengers  were  carried  between  these  cities  over  South¬ 
ern  Bus’  interstate  air  operations.  Significantly,  Southern 
Bus  was  subject  to  the  limitations  of  an  intrastate  air  car¬ 
rier  and  was  unable  to  provide  connecting  service  to  any 
point  outside  the  State.  It  was  limited  in  advertising  and 
promotion  to  intrastate  commerce  only  and  consequently 
was  not  in  a  position  to  generate  the  full  potentiality  of  this 
route. 

Alexandria  is  presently  served  by  Delta  between  Shreve  ¬ 
port  and  New  Orleans  in  a  northwest-southeast  direction.  In 
has  no  direct  service  to  Monroe  or  to  Lake  Charles  anc. 
there  is  only  one  rail  schedule  from  Alexandria  to  Lake 
Charles  daily  and  two  to  Monroe.  This  service  appears  in¬ 
adequate  not  only  from  the  standpoint  of  schedule  frequen¬ 
cy  but  also  from  the  point  of  view  of  speed.  The  compara¬ 
tive  elapsed  times  between  Alexandria,  Monroe,  and  Lake 
Charles  over  existing  surface  facilities  and  those  by  the 
proposed  air  service  are  shown  in  the  following 

1804  table : 
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Comparative  Elapsed  Times  Between  Alexandria 
and  Monroe  and  Lake  Charles 


From  Alexandria  to: 

Monroe  Bus :  4 :06 

Kail :  3 :15 

Proposed  air  :33 

Lake  Charles  Bus:  4:30 

Rail :  4 :25 

Proposed  air  :42 


Monroe. — The  economic  characteristics  of  Monroe  have 
been  detailed  heretofore  in  discussing  the  potentialities  of 
route  (a).  Its  community  of  interest  with  both  Lake  Charles 
and  Alexandria  has  been  summarized  in  the  paragraphs 
above  dealing  with  those  cities.  Route  (c)  would  be  greatly 
in  the  interest  of  Lake  Charles,  Monroe,  and  Shreveport 
and  would  not  compete  in  any  manner  with  the  transporta¬ 
tion  services  of  existing  air  carriers. 

Lake  Charles-New  Orleans  route. — Trans-Texas  and 
Southern  Bus  propose  service  between  these  cities  via  La¬ 
fayette  and  Baton  Rouge,  the  same  points  served  by  East¬ 
ern.  Trans-Texas,  would  in  addition  serve  Donaldsonville. 
In  the  original  decision  the  Board,  at  page  752,  found  that 
this  service  would  be  essentially  duplicative  of  Eastern’s 
and  would  not  be  in  the  public  interest.  There  is  no  evi¬ 
dence  on  the  reopened  record  which  would  compel  a  differ¬ 
ent  conclusion.  Lafayette/New  Iberia  are  located  in  south 
central  Louisiana  and  had  1940  populations  of  19,210  and 
13,747,  respectively.  Air  services  at  these  closely  con- 
1805  nected  cities  was  inaugurated  last  September  by 
Eastern.  Five  flights  daily  are  now  provided  to  and 
from  Lake  Charles  and  points  west,  and  to  and  from  Baton 
Rouge,  New  Orleans,  Mobile,  and  points  east. 

The  only  new  service  which  would  be  established  by  the 
proposal  of  Trans-Texas  would  be  to  and  from  Donaldson¬ 
ville,  which  is  27  miles  by  good  highway  southeast  of  Baton 
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Rouge  and  about  40  miles  north  of  New  Orleans.  It  has  an 
estimated  population  of  4,700.  In  the  light  of  its  relatively 
small  population  and  proximity  to  air  service  it  is  con¬ 
cluded  that  feeder-line  service  to  Donaldsonville  would  not 
be  economically  feasible. 

Eastern’s  present  Lake  Charles-New  Orleans  service  via 
Lafayette/New  Iberia  and  Baton  Rouge  appears  to  be  Sat¬ 
isfactory.  Consequently,  the  need  for  additional  service  be¬ 
tween  these  terminals  must  rest  upon  the  air  transportation 
needs  of  other  intermediate  points.  Lake  Charles  and  ^jTew 
Orleans  are  the  dominant  cities  in  the  extreme  south¬ 
ern  part  of  Louisiana  along  the  Gulf  Coast,  their  in¬ 
fluence  extending  throughout  the  State.  Between  these  |two 
terminal  points  there  are  three  cities  of  sufficient  size  hnd 
importance  to  justify  their  designation  for  feeder-line  serv¬ 
ice.  The  cities  are  not  presently  served  by  air  and  are  Con¬ 
siderably  removed  from  such  service.  These  cities,  Crowley, 
Opelousas,  and  Houma,  have  a  naturally  strong  community 
of  interest  with  Lake  Charles,  Baton  Rouge,  and  New  Or¬ 
leans  in  the  exportation  of  oil,  chemicals,  and  agricultural 
products.  The  establishment  of  a  feeder-line  rotate, 
1806  hereinafter  identified  as  route  (d),  to  connect  these 
three  Louisiana  cities  would  provide  an  improved 
service  to  and  from  Baton  Rouge,  the  capital  city,  and  New 
Orleans.  All  three  cities  have  Class  3  or  better  airports. 
This  route  approximates  260  miles  in  length  with  distances 
between  stops  averaging  65  miles.  This  route  would  have 
no  adverse  effect  upon  Eastern  since  the  service  would  be 
supplementary  to  that  carrier’s  Lake  Charles-New  Orleans 
service  and  its  competitive  effects  would  be  nominal  or  non¬ 
existent.  The  economic  characteristics  of  the  cities  involved 
are  shown  in  the  table  below  and  are  followed  by  discussions 
of  their  communities  of  interest. 
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1940  Population 


City 

Parish 

City 

Lake  Charles 

56,506 

21,207 

Crowley 

46,260 

9,523 

Opelousas 

71,481 

8,980 

Baton  Rouge 

88,415 

34,719 

Houma 

35,880 

9,052 

New  Orleans 

494,537 

(same) 

Retail 

Postal 

Income 

Tax 

Sales  1939 

Receipts 

Returns 

(000) 

1943 

1941 

11,316 

$  217,608 

5,292 

3,692 

44,332 

2,636 

4,939 

50,077 

2,572 

27,780 

639,862 

16,083 

5,696 

66,105 

2,269 

157,062 

4,440,307 

89,731 

Lake  Charles ,  as  heretofore  pointed  out,  is  the  most  im¬ 
portant  city  in  southwestern  Louisiana,  its  economic  activ¬ 
ity  depending  upon  the  oil  industry,  the  rice-farming  indus¬ 
try,  and  the  shipping  carried  through  its  port.  It  has  a 
strong  community  of  interest  with  Crowley  by  reason  of  the 
production  of  rice  and  rice  by-products,  major  industries 
common  to  both  cities;  with  Opelousas,  because  of  its  oil 
industry;  with  Baton  Rouge,  the  capital  city,  as  headquar¬ 
ters  for  many  oil  companies  and  with  Houma  by  rea- 
1807  son  of  oil  and  fisheries. 

The  elapsed  time  between  Lake  Charles  and  the 
other  cities  proposed  on  route  (d)  by  surface  transportation 
are :  by  rail  1  hour  18  minutes  and  by  bus  1  hour  36  minutes 
to  Crowley ;  by  rail  2  hours  33  minutes  and  by  bus  2  hours 
30  minutes  to  Opelousas ;  and  by  bus  6  hours  29  minutes  to 
Houma  (no  rail  service). 

Crowley,  the  seat  of  Acadia  Parish,  had  a  1940  population 
of  9,523.  At  present  it  is  estimated  to  be  13,000  by  the  Post 
Office.  Its  major  industries  are  producing  rice  and  rice  by¬ 
products,  farm  machinery,  agriculture,  cotton,  and  sugar 
cane.  Crowley  is  known  as  the  * ‘Rice  City  of  America’ ’  pro¬ 
ducing  one-third  of  the  total  rice  grown  in  the  United  States. 
It  is  the  location  of  the  U.  S.  Rice  Experiment  Station.  It  is 
on  Federal  Highway  90  and  is  served  by  two  railroads  and 
bus  companies.  The  elapsed  time  between  Crowley  and  the 
other  cities  on  route  (d)  are:  1  hour  18  minutes  by  rail 
and  1  hour  36  minutes  by  bus  to  Lake  Charles ;  10  hours  by 
rail  and  1  hour  49  minutes  by  bus  to  Opelousas ;  7  hours  52 
minutes  by  rail  and  3  hours  32  minutes  by  bus  to  Baton 
Rouge ;  4  hours  53  minutes  by  bus  to  Houma  (no  rail  serv- 
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ice) ;  and  5  honrs  32  minutes  by  rail,  and  1  hour  40  minutes 
by  bus  to  New  Orleans. 

Crowley  has  a  Class  1  Post  Office.  Mail  counts  of  record 
show  that  an  average  of  416  pieces  of  air  mail  are  received 
and  dispatched  daily  at  Crowley,  New  York  ranking  first  in 
outgoing  air  mail  destination.  Although  Crowley  is  com¬ 
paratively  small,  air  transportation  at  this  point  would 
serve  the  surrounding  area  in  which  Jennings,  with 

1808  a  present  population  of  9,600,  is  24  miles  distant  and 
Eunice,  with  a  population  of  8,500,  is  20  miles  away. 

These  cities  are  for  the  most  part  dependent  upon  buses 
and  private  automobiles  for  transportation. 

Opelousas,  located  in  southern  Louisiana,  140  miles  west 
of  New  Orleans,  is  the  seat  of  St.  Landry  Parish.  It  has  an 
estimated  1948  population  of  15,000.  Over  200,000  persons 
live  within  a  radius  of  25  miles  of  the  city.  Its  major  indus¬ 
tries  are  connected  with  oil,  cotton,  lumber,  rice,  sugar  car  e, 
sweet  potatoes,  and  other  agricultural  products.  With  nine 
producing  fields  in  the  parish,  Opelousas  has  become  a  cen¬ 
ter  of  activity  for  the  oil  industry.  The  Humble  Oil  Com¬ 
pany  is  presently  constructing  a  natural  gas  stripping  plant 
in  Opelousas  that  will  cost  nearly  $4,000,000.  The  Cotton 
,  Products  Company,  the  largest  plant  in  the  city,  processes 
cotton  oil  into  items  such  as  cooking  oil,  shortening,  mayon¬ 
naise,  and  soap.  The  Mouret  Packing  Company  is  another 
locally  owned  company  whose  plant  is  valued  in  excess  of  a 
million  dollars. 

Opelousas  is  served  by  two  bus  lines,  three  railroads,  and 
eight  truck  lines.  Passenger  service  is  handled  mostly  by 
bus  companies,  the  rail  service  providing  only  one  east- 
west  schedule  daily. 

By  reason  of  being  closely  connected  with  much  of  the 
tradition  of  the  State,  Opelousas  attracts  many  visitors  An¬ 
nually  to  see  the  Evangeline  Country  and  the  Chicot  State 
Park  which  is  a  mecca  for  people  not  only  from  Louisiana 
but  from  neighboring  states.  Opelousas  is  also  the 

1809  headquarters  for  several  State  festivals  such  as  the 
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Louisiana  Yambilee  which  draws  80,000  persons  an¬ 
nually,  the  International  Rice  Festival,  and  the  Sugar  Cane 
Festival. 

Opelousas  has  a  $1,000,000  airport  complete  with  hangars, 
an  administration  building,  and  facilities  for  handling  air¬ 
craft.  Significantly,  it  is  located  only  one  and  a  half  mile 
northeast  of  the  center  of  the  business  district. 

During  1948  retail  sales  for  Opelousas  amounted  to  $16,- 
000,000  with  wholesale  sales  totaling  $13,000,000.  Its  effec¬ 
tive  buying  power  for  the  year  was  estimated  at  $15,000,000. 

The  elapsed  time  by  surface  between  Opelousas  and  the 
other  points  on  route  (d)  are:  by  rail  10  hours  42  minutes 
and  by  bus  1  hour  50  minutes  to  Crowley;  by  bus  3  hours  30 
minutes  to  Lake  Charles  (no  rail  connections) ;  by  rail  2 
hours  16  minutes  and  by  bus  1  hour  50  minutes  to  Baton 
Rouge ;  by  bus  4  hours  32  minutes  to  Houma  (no  rail  serv¬ 
ice)  ;  and  by  rail  4  hours  26  minutes  and  by  bus  4  hours  20 
minutes  to  New  Orleans. 

Opelousas  has  a  Class  1  Post  Office.  Mail  counts  show  a 
daily  average  of  416  pieces  of  air  mail  being  received  and 
dispatched  with  San  Francisco  first  and  Chicago  second  in 
destination  for  outgoing  mail. 

Baton  Rouge  has  been  discussed  before  and  its  economic  # 
characteristics  will  not  be  repeated.  As  the  capital 
1810  of  Louisiana  it  has  a  strong  community  of  interest 
with  every  other  city  in  the  State. 

The  elapsed  time  between  Baton  Rouge  and  the  noncer- 
tificated  points  on  route  (d)  by  surface  are:  by  rail  2  hours 
14  minutes  and  by  bus  1  hour  50  minutes  to  Opelousas ;  by 
rail  8  hours  17  minutes  and  by  bus  3  hours  50  minutes  to 
Crowley;  by  bus  1  hour  55  minutes  to  Houma  (no  rail  serv¬ 
ice). 

Houma,  seat  of  Terrebonne  Parish,  had  a  1940  population 
of  9,052  but  it  is  now  estimated  by  the  Post  Office  to  be  15,- 
500.  It  is  50  miles  southwest  of  New  Orleans  in  a  natural 
gas  field.  It  is  on  Federal  Highway  90  and  is  served  by  one 
bus  company.  It  has  shrimp,  oyster,  and  vegetable  packing 
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plants,  machine  shops,  commercial  fisheries,  fur  market^, 
and  oil  wells.  Most  of  the  world’s  supply  of  dried  shrimp 
comes  from  Houma.  Also  one  of  the  deepest  oil  wells  in  the 
world  is  located  there.  Nearby  is  the  U.  S.  Sugar  Cane  Ex¬ 
perimental  Station.  Many  ante-bellum  plantation  homes  are 
in  the  city. 

The  elapsed  time  by  bus  between  Houma  and  the  other 
points  on  route  (d)  are:  1  hour  49  minutes  to  New  Orleans ; 
3  hours  45  minutes  to  Baton  Rouge ;  5  hours  10  minutes  to 
Opelousas ;  4  hours  30  minutes  to  Crowley,  and  6  hours  15 
minutes  to  Lake  Charles.  Houma  has  a  Class  1  Post  Office. 
Mail  counts  show  that  1,225  pieces  of  air  mail  are  received 
and  422  are  dispatched  daily  at  Houma,  with  Chicago  rang¬ 
ing  first  in  destination  for  outgoing  air  mail. 

1811  New  Orleans  has  also  been  discussed  before  and 
its  economic  characteristics  will  not  be  repeated.  Suf¬ 
fice  it  to  say  here  that  the  record  substantiates  the  fact  thajt 
New  Orleans  is  one  of  the  most  important  commereia 
financial,  and  industrial  centers  in  the  entire  South  and  ip 
the  major  point  of  community  of  interest  for  most  of  th 
cities,  and  in  this  unique  situation  has  enormous  drawin 
power  as  the  most  dominant  city  in  the  area  under  consider 
ation.  Route  (d)  would  serve  the  primary  east-west  traffic 
flow  of  Crowley,  Opelousas,  and  Houma  in  the  direction  o£ 
their  predominant  communities  of  interest,  viz.,  New  Or 
leans,  Baton  Rouge,  the  capital  city,  and  Lake  Charles.  As 
indicated  by  first-class  mail  dispatched  at  these  points,  New 
Orleans  is  their  principal  trading  center. 


0 


Alabama  and  Georgia 

Southern  seeks  a  route  extending  292  miles  between 
Columbus,  Ga.,  and  Mobile,  via  Dothan  and  Andalusia/Opp, 
primarily  to  connect  its  present  system  with  the  routes 
designated  in  the  Board’s  route  pattern  findings.  In  its 
original  decision  the  Board  denied  a  similar  route  requested 
by  that  carrier  in  the  Southeastern  States  Case.  As  here  ¬ 
inafter  discussed,  no  new  facts  have  been  presented  in  this 
proceeding  which  would  lead  to  a  different  conclusion. 
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Columbus  is  located  on  the  Georgia- Alabama  State  line 
and  had  a  1940  ponulation  of  52,208.  The  additional  service 
proposed  for  this  city  is  to  Mobile,  via  Dothan  and  Amda- 
lusia/Opp.  Columbus  presently  receives  service  by 

1812  Eastern  to  and  from  Memphis,  Muscle  Shoals,  Birm¬ 
ingham,  Montgomery,  Pensacola,  Dothan,  Mobile, 

New  Orleans,  and  points  west  thereof ;  by  Delta  to  and  from 
Montgomery,  Meridian,  Jackson,  Monroe,  Hattiesburg,  New 
Orleans,  and  points  west;  and  via  Southern  to  Columbus, 
Miss.,  and  Memphis. 

Dothan  is  located  in  southeastern  Alabama,  and  had  a 
1940  population  of  17,194.  It  presently  receives  service  on 
Eastern’s  routes  Nos.  5  and  10.  Additional  service  is  pro¬ 
posed  for  Dothan  to  Columbus,  Ga.,  Mobile,  and  New 
Orleans. 

Andalusia/ Opp  are  cities  located  in  south  central  Ala¬ 
bama,  having  a  combined  1940  population  of  10,064.  They 
presently  have  no  air  service.  The  nearest  airline  stop  is 
Dothan,  a  distance  of  54  miles  by  highway. 

Mobile ,  as  hereinbefore  noted,  presently  receives  service 
by  Eastern  to  New  Orleans,  Dothan,  and  Columbus,  among 
other  points ;  by  Capital  to  New  Orleans ;  and  by  National 
to  Gulfport/Biloxi,  and  New  Orleans.  According  to  the  tes¬ 
timony  of  the  representative  from  Mobile,  present  service 
to  and  from  Dothan  and  Columbus  is  adequate  and  there  is 
no  need  for  additional  Mobile  service  to  these  points. 

Southern’s  proposed  route  between  Columbus  and  Mobile 
would  be  essentially  a  duplication  of  Eastern’s  and  Delta’s 
present  services,  with  the  addition  of  the  relatively  unim¬ 
portant  intermediate  point  Andalusia/Opp.  In  determining 
whether  an  additional  service  is  required  by  the  public  con¬ 
venience  and  necessity,  consideration  must  be  given 

1813  to  whether  it  would  serve  a  useful  purpose  respon¬ 
sive  to  a  public  need  which  cannot  and  will  not  be  ade¬ 
quately  served  by  existing  authorizations.  In  the  first  place, 
there  is  nothing  in  the  record  in  the  original  Southeastern 
States  Case  or  herein  to  indicate  that  a  substantial  com- 
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munity  of  interest  exists  between  the  points  proposed  to  be 
served  by  Southern.  Secondly,  there  is  no  contention  that 
existing  services  are  inadequate. 

The  only  new  service  involved  is  to  Andalusia/Opp  an 
its  isolation  is  not  so  extreme  as  to  warrant  the  establish¬ 
ment  of  the  new  route  mileage  involved.  Moreover,  in  vie 
of  the  small  population  of  this  point  Southern’s  propose 
route  obviously  would  have  to  depend  upon  traffic  betwee 
cities  which  already  have  air  service  and  if  there  is  one  thin 
of  record  that  is  abundantly  clear  it  is  the  fact  that  the  serv 
ices  the  proposed  operations  would  duplicate  cannot  stand 
competition.  For  example,  during  March  and  September 
1948  there  was  an  average  of  29  pasengers,  or  less  than  one 
a  day  between  Columbus  and  New  Orleans,  and  an  average 
of  13  passengers,  or  less  than  one-half  per  day  between 
Columbus  and  Mobile.  During  the  month  of  September  1948 
there  were  only  21.8  passengers  between  Dothan  on  the  on  e 
hand  and  New  Orleans  and  Mobile  on  the  other. 

Eastern  has  a  flight  departing  from  Mobile  at  10 :00  a.m. ; 
Dothan  at  11 :29  a.m.,  and  Columbus  at  1 :20  p.m.  A  return 
flight  departs  from  Columbus  at  2 :33  p.m.,  Dothan  at  3 :20 
p.m.,  and  Mobile  at  5 :10  p.m.  Mobile,  in  addition,  received 
service  on  three  flights  daily  westbound  and  three 
1814  other  flights  per  day  eastbound.  Dothan  receives 
service  on  one  other  flight  per  day  southbound  anjl 
another  flight  per  day  northbound.  Columbus  receives  serv¬ 
ice  on  one  other  flight  per  day  southbound  and  two  other 
flights  per  day  northbound.  As  shown  by  the  traffic  survey 
figures  the  service  provided  by  Eastern  between  these 
points  appears  to  be  as  much  as  they  can  support  at  this 
time. 

Southern  makes  no  pretense  that  there  is  a  substantial 
public  need  for  its  proposed  service.  It  does,  however,  place 
considerable  reliance  for  this  route  upon  equipment  utiliza 
tion.  While  increased  mileage  might  have  a  salutary  effect 
in  reducing  Southern’s  unit  operating  cost  as  it  contends, 
the  public  benefit  to  be  achieved  would  be  outweighed  by  the 
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cost  involved  either  in  the  form  of  mail  payments  to  South¬ 
ern  or  as  a  result  of  diversion  from  Eastern  and  Delta.  Since 
the  proposed  route  would  serve  only  a  relatively  minor 
traffic  flow  it  would  fall  far  short  of  becoming  self-support¬ 
ing  for  lack  of  traffic.  In  view  of  the  foregoing  considera¬ 
tions  it  is  concluded  that  Southern’s  proposed  Columbus- 
Mobile  route  is  not  required  by  the  public  convenience  and 
necessity. 

1815  Position  of  the  Intervenors 

The  trunk-line  carriers  take  the  position  that  the 
authorization  of  local  feeder  service  herein  would  not  be  in 
the  public  interest  because  of  its  cost  to  the  Government  and 
potential  competition  for  their  operations.  Eastern  esti¬ 
mated  that  the  amount  of  its  monthly  revenue  subject  to 
diversion  would  be  $43,137.76  by  Southern’s  proposed  serv¬ 
ice  ;  $6,483.24  by  Trans-Texas ’s  proposed  service ;  $4,397.88 
by  Southern  Bus’  proposed  service;  and  $4,282.20  by  Mag¬ 
nolia’s  proposed  service,  which  is  substantially  the  same  as 
the  Board’s  routes.  Eastern  maintains  that  considering 
off-line  traffic,  the  amount  of  diversion  would  be  even 
greater.  Chicago  and  Southern  estimated  that  authoriza¬ 
tion  of  service  over  the  Board’s  routes  would  expose  8  per¬ 
cent  of  its  total  traffic  to  diversion  and  that  25  to  30  percent 
of  such  traffic  would  actually  be  diverted  with  a  cost  from 
$130,000  to  $160,000  per  year. 

Post  Office  Department. — Its  position  in  this  proceeding 
is  based  solely  upon  a  consideration  of  the  needs  of  the 
postal  service. 

The  Department  furnished  a  statistical  chart  of  the  cities 
in  the  States  of  Alabama,  Georgia,  Louisiana,  and  Missis¬ 
sippi  having  Class  1  and  Class  2  Post  Offices,  their  esti¬ 
mated  present  city  populations,  1947  calendar  gross  postal 
receipts,  total  pieces  of  air  and  first-class  mail  received  and 
dispatched  daily  and  the  cities  with  which  they  have  their 
greater  community  of  interest  as  shown  by  volume  of  out¬ 
going  mail.  Its  exhibits  also  show  available  surface-trans- 
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portation  to  and  from  the  nearest  certificated  airline 
1816  stops  for  air  mail  generated  by  the  various  cities  tq 
which  new  service  is  proposed.  The  Department’s 
official  schedules  and  mail  schedules  were  used  to  determine 
the  average  mail  transit  time  from  those  post  offices  to  the 
nearest  airline  stop. 

Incoming  air  mail  destined  for  post  offices  within  the  area 
under  consideration  is  first  distributed  at  distant  offices 
when  the  volume  warrants  such  treatment.  Mail  for  first 
and  second  class  post  offices  is  then  forwarded  via  direct 
flights  to  the  trunk-line  air  stops  within  these  four  StatesL 
The  balance  of  this  mail  is  routed  to  designated  junction 
air  stop  post  offices  within  or  adjoining  them  for  General 
Scheme  Distribution.  This  consists  of  a  complete  distribuj- 
tion  of  each  State  whereby  every  office  is  given  the  exact 
routing  to  its  final  destination  via  the  most  expedition^ 
means,  namely,  air,  rail,  truck,  or  a  combination  thereoi. 
The  general  scheme  distribution  points  for  the  States  under 
consideration  are  as  follows : 


Alabama 


Georgia 


Louisiana 


Mississippi 


Atlanta,  Ga.  Atlanta,  Ga.  Dallas,  Tex.  Atlanta,  Ga. 

Birmingham,  Ala.  Jacksonville,  Fla.  Ft.  Worth,  Tex.  Birmingham,  Ala. 

Jacksonville,  Fla.  Houston,  Tex.  Memphis,  Tenn. 

Memphis,  Tenn.  Memphis,  Tenn.  New  Orleans,  La. 

Nashville,  Tenn.  New  Orleans,  La. 

Outgoing  air  mail  originating  at  air  stop  post  offices  withih 
these  States  is  dispatched  directly  to  other  offices  located 
on  the  same  air  route  and  other  air  routes  when  the  volume 
of  mail  warrants  such  dispatch.  The  balance  of  the  mail  is 
sent  to  the  proper  air  stop  junction  points  for  onward  dis¬ 
patch  via  connecting  air  routes.  Air  mail  originating  af; 

post  offices  which  have  no  direct  air  service  is  forr 
1817  warded  by  the  most  expeditious  means  to  the  nearest 
air  stop  post  office  for  such  processing. 

The  Post  Office  Department  is  of  the  opinion  that  existing 
air-surface  transportation  in  the  area  is  reasonably  ade¬ 
quate  to  the  needs  of  the  postal  service  at  the  present  time 
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and  the  proposed  feeder  line  services  are  not  required  by 
the  needs  of  the  postal  service.  According  to  the  Depart¬ 
ment  its  position  is  based  upon  a  consideration  of : 

(1)  the  volume  of  air  mail  at  the  respective  points; 

(2)  the  existing  transportation  available  at  each  point; 

(3)  the  general  proximity  of  each  point  to  cities  now 
certificated  for  air  service; 

(4)  the  probable  benefits  which  would  be  given  the  postal 
service  by  new  feeder  air  lines ;  and 

(5)  the  probable  cost  to  the  Government  of  mail  pay  if 
new  service  to  points  not  now  certificated  should  he  ap¬ 
proved  by  the  Board. 

The  Department  points  out  that  all  the  available  air  mail 
at  any  particular  feeder  line  station  cannot  be  expected  to 
leave  that  point  via  feeder  line  transportation  because  of 
the  mailing  habits  of  businessmen,  the  timing  of  air  sched¬ 
ules,  and  the  scheming  of  handling  mail  by  the  postal  author¬ 
ities.  It  states  that  air  transportation  does  not  expedite  the 
bulk  of  air  mail  to  the  addressee  unless  it  results  in  the 
moving  of  air  mail  posted  after  the  close  of  the  business  day 
and  its  delivery  to  cities  early  enough  in  the  morning  to 
effect  first-carrier  delivery.  Relying  upon  the  fact  that  the 
average  haul  of  an  air  mail  letter  is  1,400  miles,  the  Depart¬ 
ment  feels  that  a  short-haul  feeder  line  operator  in  the 
lower  Mississippi  area  would  carry  very  little  intrasystem 
mail. 

1818  CONCLUSIONS 

With  few  exceptions  rail  passenger  service  in  the 
South  is  generally  inadequate.  At  the  uncertificated  points 
hereinbefore  designated  for  service  there  are  only  limited 
rail  schedules,  if  any — usually  one  circuitous  round  trip 
daily  at  inconvenient  times  and  generally  without  Pullman 
accommodations.  Except  for  air  service  between  New  Or¬ 
leans  on  the  one  hand  and  Memphis  and  Lake  Charles  on 
the  other,  no  trunk-line  air  service  exists  in  the  directions 
for  which  service  has  been  designated.  In  many  instances 
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bus  service  is  the  sole  means  of  public  transportation  avail¬ 
able  and  it  affords  only  circuitous  and  lengthy  trips. 

The  geography  of  the  Lower  Mississippi  Valley  south  of 
Memphis  permits  substantial  savings  in  travel  time  by  air¬ 
plane  because  it  may  ignore  the  numerous  conventional 
bridge  crossings  over  the  Mississippi  River,  its  many  tribu¬ 
taries,  and  other  natural  barriers  confronting  surface 
carriers.  Air  service  over  the  designated  routes  would  thus 
appear  responsive  to  an  undeveloped  first-class  travel 
market  which  is  not  now  being  served  adequately  by  exist¬ 
ing  mediums  of  transportation. 

The  records  under  consideration  contain  exhaustive 
studies  and  abundant  data  of  a  representative  nature  which 
lend  themselves  to  projecting  air  traffic  potential  at  the 
points  designated  for  service.  They  show,  for  example,  that 
national  concerns  have  been  steadily  decentralizing  through 
the  establishment  of  branch  plants,  distributing  agencies, 
sales  and  administrative  offices  at  strategic  points  to  serve 
the  natural  economic  regions  and  that  this  trend  has  been 
accentuated  in  the  Lower  Mississippi  Valley  area.  The 
States  of  Mississippi  and  Louisiana  have  benefited  substan¬ 
tially  by  this  movement  and  as  a  result  have  had  a 
1819  tremendous  industrial  growth.  From  1939  to  1942 
increases  in  income  payments  rose  78.1  percent  in 
Louisiana  and  83.1  percent  in  Mississippi.  Many  of  the 
natural  resources  of  these  States  are  among  the  largest  in 
the  nation  and  their  vast  reserves  makes  it  inevitable  that 
industrial  development  will  continue.  Other  factors  indica¬ 
tive  of  this  are  relatively  low-cost  living  for  labor,  adequate! 
power  and  light  supply,  an  abundance  of  raw  materials,  anc: 
water  and  rail  freight  facilities. 

As  a  direct  result  of  the  war  needs,  the  intensity  and  nec¬ 
essities  of  which  brought  industries  closer  to  their  raw 
materials  and  markets,  numerous  synthetic  rubber  anc. 
chemical  plants,  aircraft  fabrication  and  assembly  plants, 
and  shipyards  were  established  in  the  area.  The  oil  industry 
with  its  known  air-mindedness  is  a  dominating  factor 
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throughout  the  Lower  Mississippi  Valley  Region.  Further, 
the  production  of  oil  and  gas  and  the  servicing  of  both  their 
production  and  shipping  facilities  require  rapid  means  of 
transportation  and  communication.  The  fact  that  petroleum 
and  natural  gas  reserves  in  this  area  are  so  great  assures 
not  only  a  continued  need  for  these  products  but  the  possi¬ 
bility  of  an  increased  demand  in  the  future.  Numerous  ex¬ 
perimental  laboratories  have  been  established  looking 
toward  greater  utilization  of  the  wealth  of  these  and  other 
natural  resources  in  the  form  of  plastic  and  synthetic 
products. 

Traffic  flow  charts  reflect  a  heavy  concentration  of  traffic 
converging  at  the  larger  cities  of  Memphis,  Shreveport, 
Monroe,  New  Orleans,  Jackson  and  Mobile.  The  trunk-line 
carriers  adequately  provide  for  long-distance  air  travel  at 
these  points,  but  they  do  not  furnish  access  by  air 
1820  to  the  area’s  market  centers  from  the  trade  area  com¬ 
munities  and  between  such  market  centers.  As  here¬ 
inbefore  pointed  out  busses  for  the  most  part  tend  to  supply 
a  portion  of  this  need  but  they  are  less  satisfactory  to  the 
first-class  passenger  than  air  transportation.  These  prin¬ 
cipal  cities  are  major  centers  of  activity,  particularly  in 
retail  and  wholesale  trade  and  banking  within  the  area.  The 
following  table  shows  the  present  volume  of  connecting  air 
traffic  moving  between  the  cities  which  would  be  better  linked 
by  the  routes  heretofore  designated: 

Miles 


Between 

Mar. 

1948 

Sept. 

Monthly 

Average 

Present 

Routings 

To  be 
Available 

Savings 

Jackson-Mobile 

4 

10 

7 

292 

180 

112 

Jackson-Baton  Rouge 

13 

5 

9 

227 

163 

64 

Memphis-Monroe 

14 

11 

12% 

299 

229 

70 

Mexnphis-Alexandria 

11 

12 

11% 

390 

325 

65 

Memphis-Baton  Rouge 

11 

9 

10 

417 

381 

36 

Memphis-Lake  Charles 

2 

10 

6 

526 

390 

136 

Memphis-Mobile 

28 

40 

34 

482 

434 

48 

Monroe- Alexandria 

3 

3 

3 

210 

100 

110 

Monroe-Baton  Rouge 

4 

2 

3 

309 

152 

157 

Monroe-New  Orleans 

32 

30 

31 

371 

222 

149 

Monroe-Lake  Charles 

0 

0 

0 

333 

175 

158 

Monroe-Mobile 

3 

3 

3 

501 

361 

140 

Lake  Charles-Shreveport  2 

5 

3% 

234 

175 

59 
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While  the  number  of  passengers  between  these  cities  ha£ 
not  been  substantial,  experience  has  demonstrated  that  traf¬ 
fic  potential  cannot  be  measured  by  the  volume  moving  ovei 
circuitous  routings  and  that  the  establishment  of  direct  one- 
carrier  service  results  in  a  tremendous  increase  in  air  traffic 
which  renders  historical  traffic  data  inapplicable. 

1821  The  designated  routes  would  afford  a  regional  ait 
service  for  the  first  time  to  9  cities  having  a  presently 

estimated  aggregate  municipal  population  of  200,500,  or  aiji 
average  of  more  than  22,250  per  city.  Recent  economic  data 
relating  to  these  cities,  together  with  descriptions  of  theit 
airport  facilities,  are  set  forth  in  Appendix  No.  6.  These 
intermediate  points  are  the  trading  centers  and  seats  o:: 
community  of  interest  in  their  immediate  area,  approximat¬ 
ing  the  county  in  which  they  are  located.  They  have  strong 
communities  of  interest  and  commercial  relationships  with 
each  other  and  with  other  sectional  or  regional  trading 
centers  in  the  United  States.  Many  nationally-known  con¬ 
cerns  doing  business  in  them  have  interoffice  relations  with 
headquarters  or  branch  offices  in  other  cities  on  the  routes. 

At  least  two  different  trunk-line  carriers  serve  each  of  the 
terminal  cities  on  the  routes  in  diverse  directions.  For  ex¬ 
ample,  at  New  Orleans  and  Mobile  direct  service  is  available 
by  National  to  Florida  and  cities  north  of  Jacksonville  on 
the  Atlantic  Coast;  direct  service  to  Atlanta,  the  Carolinas, 
Washington,  New  York,  Houston,  San  Antonio,  and  Browns¬ 
ville  is  provided  by  Eastern ;  and  Delta  and  Mid-Continent 
provide  direct  service  to  Dallas/Fort  Worth  and  Kansas 
City.  At  Jackson,  Delta  also  offers  service  east  to  Atlanta 
and  west  to  Dallas/Fort  Worth,  while  Chicago  and  South¬ 
ern  offers  direct  service  at  Memphis,  Jackson,  and  New 
Orleans  north  to  St.  Louis,  Chicago,  and  Detroit.  From 
Baton  Rouge,  Eastern  and  Delta  afford  direct  service  to 
Houston  and  Dallas/Fort  Worth.  The  numerous  connec¬ 
tions  which  would  be  available  at  these  and  other  presently 
certificated  points,  such  as  Shreveport  and  Lake 

1822  Charles,  would  result  in  a  well-rounded  feeder  serv¬ 
ice,  providing  schedules  in  all  directions. 
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Most  of  the  competitive  implications  specifically  objected 
to  by  Eastern  and  Chicago  and  Southern  are  not  present  in 
the  designated  routes.  Actually,  the  only  competitive  seg¬ 
ment  is  between  Baton  Rouge  and  New  Orleans.  This,  how¬ 
ever,  can  properly  be  described  as  “entry  mileage”,  and  is 
necessary  to  link  New  Orleans  with  the  major  portion  of  the 
system.  This  type  of  parelleling  service  fits  into  the  pattern 
previously  followed  by  the  Board  in  determining  the  need 
for  new  and  competitive  routes.  Outstanding  examples  of 
such  authorizations  were  the  extensions  of  Eastern  to  Bos¬ 
ton,  Delta  to  Chicago  and  Miami,  Capital  to  New  York,  TWA 
and  United  to  Boston  and  Washington,  and  Mid-Continent 
to  New  Orleans.38 

The  following  table  shows  the  effect  of  the  routes  on  the 
comparative  mileage  between  the  competitive  pairs  of  points 
involved. 

1823 

Present  Routings 


Points : 

Available 

C&S  EAL  Delta 

Recommended 

Feeder  Line  Routings 

MEMPHIS-JACKSON 

Nonstop 

190 

254  via  3  stops* 

Two-stops,  Greenwood 
MEMPHIS-NEW  ORLEANS 

352 

Nonstop 

352 

487  via  6  stops* 

Two-stops,  Greenwood 

352 

Jackson 

JACKSON-NEW  ORLEANS 

Non-stop 

LAKE  CHARLES-NEW  ORLEANS 

162 

233  via  2  stops* 

Nonstop 

174 

Two-stops,  Lafayette 

186 

250  via  4  stops** 

Baton  Rouge 

LAKE  CHARLES-BATON  ROUGE 

Nonstop 

121 

150  via  2  stops** 

One-stop,  Lafayette 
SHREVEPORT-NEW  ORLEANS 

124 

Nonstop 

272 

435  via  6  stops*** 

One-stop,  Alexandria 

275 

Two-stops,  Alexandria 

275 

Baton  Rouge 

*  Route  (a) 

**  Route  (d) 

***  combination  of  routes  (c)  and  (d) 


3»4  C.A.B.  686;  4  C.A.B.  325;  6  C.A.B.  217;  6  C.A.B.  253;  and  6 
C.A.B.  429. 
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1824  Service  hereinbefore  designated  over  route  (a) 
between  Memphis- Jackson-New  Orleans  may  reasonl 

ably  be  expected  to  generate  a  substantial  amount  of  traffic 
by  reason  of  the  new  and  improved  service  that  would  bo 
provided  the  unserved  intermediate  points  to  these  terminal 
cities.  Since  the  distance  advantage  lies  with  Chicago  ana 
Southern  between  the  terminals,  route  (a)  would  not  result 
in  any  diversion  of  that  carrier’s  revenues  unless  it  failed 
to  provide  the  type  of  service  required  by  public  demand. 

Route  (b)  between  Mobile  and  Jackson  would,  of  course, 
be  expected  to  divert  traffic  presently  exchanged  by  Eastern, 
National,  and  Capital  with  Chicago  and  Southern  at  New 
Orleans.  During  the  months  of  March  and  September  1948 
there  was  an  average  of  only  7  Mobile- Jackson  passengers. 
This  traffic  is  served  only  incidentally  by  such  schedules  as 
the  through  operations  of  these  carriers  happen  to  afforc 
and  is  obviously  of  little  significance  to  them. 

Service  over  routes  (c)  between  Shreveport  and  Monroe 
via  Lake  Charles  and  (d)  between  Lake  Charles  and  New 
Orleans  would  be  primarily  supplementary  and  theiir 

1825  competitive  effect  upon  existing  authorizations  woulh 
be  either  nominal  or  nonexistent  by  reason  of  the  cir  ¬ 
cuity  and  number  of  stops  involved.  Actually  it  would  ap¬ 
pear  that  the  routes  would  assist  the  trunk-line  carriers  by 
developing  the  presently  unserved  “grassroot”  traffic  an4 
feeding  it  to  the  trunk-line  carriers  at  the  important  metro¬ 
politan  centers  of  New  Orleans,  Memphis,  Jackson,  Mobile 
and  Lake  Charles  for  carriage  to  points  beyond. 

Specific  benefits  from  such  routes  for  the  designated  cities 
have  been  discussed  previously.  The  immense  time  saving 
involved,  the  introduction  of  air  service  to  areas  where  no 
air  transportation  and  only  circuitous  surface  facilities; 
exist,  the  crossing  of  great  and  ancient  land  barriers,  such 
as  the  Mississippi  River,  make  this  service  of  paramount 
importance  to  the  progressive  development  of  the  lower 
Mississippi  Valley  area.  In  view  of  the  foregoing  considera¬ 
tions  it  is  concluded  that  the  public  benefit  to  be  derived 
from  the  establishment  of  the  routes  outweigh  any  adverse 
effect  upon  existing  authorizations. 
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As  a  result  of  the  general  price  rise,  operating  costs  have 
increased  substantially  since  the  hearings  in  both  reopened 
cases.  Consequently,  the  cost  estimates  submitted  in  this 
proceeding  are  higher  than  those  originally  presented  by 
the  applicants.  Total  operating  expenses  were  estimated 
as  follows : 

Carrier  Cents  per  revenue  mile 

Trans-Texas  62.31 

Southern  73.25 

Magnolia  89.01 

Southern  Bus  92.8 

1826  With  the  possible  exception  of  Southern  Bus  these 
estimates  cannot  be  accepted  at  face  value  in  the  light 
of  present  experience39  and  the  need  for  certain  adjust¬ 
ments  that  became  obvious  upon  cross-examination. 

Compared  with  present  operating  feeder  lines,  the  esti¬ 
mates  of  the  applicants  with  the  exception  of  Southern  Bus 
are  substantially  below  the  amounts  proved  necessary  by 
experience  with  respect  to  investment  in  aircraft;  spare 
parts  and  station  equipment;  cost  of  pilot  training;  staff 
training,  check-outs,  licensing  and  proving  runs,  number 
of  personnel  required ;  necessary  working  capital,  and  total 
per  mile,  operating  costs.  For  example,  the  experience  of 
the  operating  feeder  lines  shows  that  the  investment  in 
spare  parts  varies  from  a  minimum  of  $8,300  to  a  maximum 
of  $39,000  per  airplane.  In  contrast  with  the  estimate  of 
Southern  Bus  of  $31,000  for  this  item.  Magnolia  and  South¬ 
ern  made  provision  for  $6,000  worth  of  spare  parts  per  air¬ 
plane,  and  Trans-Texas  estimated  that  it  would  require  no 
spare  parts.  Present  experience  also  shows  that  from 
$5,100  to  $17,000  has  been  invested  by  the  operating  feeder 

39  See  Appendix  No.  4.  Form  41’s  stipulated  into  the  record  show  per 
revenue  mile  operating  costs  for  several  feeder  operations  during  1948 
as  follows: 


Empire  88.72 

Monarch  89.58 

Pioneer  79.89 


Southwest  97.26 

West  Coast  104.42 

5-carrier  average:  89.82 
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lines  in  ground  property  and  equipment  per  station.  Mag¬ 
nolia  allowed  $800,  Southern  $653,  and  Trans-Texas,  $%- 
344.70  for  this  item  whereas  Southern  Bus  estimated  $3,- 
497.73.  Further,  Southern  Bus  made  provision  for  person¬ 
nel  training  and  familiarization  in  the  amount  of  $150,000- 
The  other  applicants  failed  to  allow  any  sum  for  thi|s. 

1827  And,  significantly,  Southern  Bus  has  provided  fbr 
$300,000  working  capital  as  compared  with  $199,350 

for  Magnolia,  $100,000  for  Southern,  and  nothing  for  Tranp- 
Texas.  In  line  with  usual  practice,  cash  operating  expenses 
should  have  been  estimated  for  at  least  three  months  ^s 
Southern  Bus  has  done.  Magnolia’s  capital  requirements 
were  based  upon  two  months  and  Southern’s,  about  one  and 
one-half  months. 

Magnolia  expects  to  acquire  five  DC-3  aircraft,  ready  f^r 
airline  operation,  at  a  price  of  $20,000  each.  Its  president 
admitted,  however,  that  he  had  not  negotiated  with  any  ope 
who  could  or  would  sell  such  equipment  at  this  price.  Ac¬ 
cording  to  the  testimony  of  Southern’s  president,  United 
Air  Lines  at  the  time  of  the  hearing  was  selling  its  DC-3’s 
on  a  fully  overhauled  basis  at  approximately  $41,000.  Since 
Magnolia  has  not  entered  into  definite  negotiations  for  air¬ 
craft,  it  is  apparent  that  its  estimate  should  be  revised  up¬ 
wards  to  reflect  twice  the  amount  figured. 

Magnolia  has  underestimated  its  expenses  in  other  in¬ 
spects.  For  instance,  although  Magnolia  in  its  exhibits  esti¬ 
mated  that  it  could  hire  airline  captains  at  $450  per  month, 
its  president  stated  at  the  hearing  that  the  company  would 
probably  be  required  to  pay  $750  per  month.  Magnolia  aljso 
estimated  4  chief  mechanics,  8  mechanics,  and  16  mechanic 
helpers,  a  number  sufficient  to  provide  day-round  shifts 
consisting  of  1  chief  mechanic,  2  mechanics,  and  4  mechanic 
helpers.  All  of  the  mechanics  would  be  stationed  at  the  main¬ 
tenance  base.  It  would  appear,  however,  that  the  number 
of  mechanical  personnel  estimated  could  do  no  more  than 
to  take  care  of  maintenance  work  at  the  base.  Ma|g- 

1828  nolia’s  president  could  not  state  what  the  company 
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intended  to  do  for  mechanic  work  at  other  points  on  its 
proposed  routes  and  it  estimated  no  cost  for  such  eventu¬ 
alities. 

Southern  also  has  underestimated  expenses  and  capital 
requirements  in  several  respects.  It  submits  on  brief  that 
its  estimated  costs  are  15  cents  per  plane  mile  below  the 
average  for  feeder  lines  in  the  country.  With  regard  to  the 
reliability  of  its  estimates  covering  operating  costs  and 
capital  requirements,  Southern  admits  that  it  is  by  no  means 
certain  that  they  are  100  percent  accurate  or  that  experi¬ 
ence  would  support  its  exhibits  and  testimony  in  this  con¬ 
nection. 

The  estimates  of  expected  mail  load  and  cost  submitted  by 
the  Post  Office  are  projected  upon  the  experience  indicated 
to  it  from  the  suspended  All  American  Aviation  pickup  mail 
service  and  Florida’s  Airways’  Operation.40  By  the  proc¬ 
ess  of  eliminating  certain  intermediate  points  and  halving 
the  present  air  mail  volume  it  concluded  that  only  94  pounds 
of  the  air  mail  handled  at  intermediate  points  on  the  Board’s 
route  pattern  would  be  expedited  daily  and  at  an  additional 
cost  of  93  cents  per  letter. 

The  historically  high  cost  for  air  mail  pickup  service  is 
well  known.  In  the  case  of  All  American,  that  carrier’s  ex¬ 
perience  inter  alia  involved  pickup  and  delivery  of  air  mail 
at  95  small,  closely  connected  towns  and  villages  by  cir¬ 
cuitous  routings  covering  1,523  miles  over  unusual  terrain 
in  daylight  operations  with  single-engine  and  twin-engine 
(Beechcraft)  airplanes.  The  experience  of  Florida  Airways 
involved  high  operating  cost  with  twin-engine  Beechcraft 
equipment  over  a  short  route  of  476  miles.  In  addi- 
1829  tion,  the  route  served  relatively  small  intermediate 
points  in  a  generally  level  area  where  surface  trans¬ 
portation  is  reasonably  convenient. 

In  projecting  the  volume  of  air  mail  that  would  be  ex¬ 
pedited,  the  Department  has  omitted  two  significant  factors 

w  All  American  Air  Suspension  Case,  Docket  No.  2918,  et  al.,  Order 
Serial  No.  E-2365,  January  11,  1949;  Florida  Airways  Certificate  Exten¬ 
sion,  Docket  No.  3511,  Order  Serial  No.  2534,  adopted  March  7,  1949. 
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which,  in  combination,  make  it  difficult  to  accept  the  con¬ 
clusion  reached.  In  the  first  place,  the  Post  Office  has  As¬ 
sumed  that  daily  poundage  of  air  mail  at  the  presently  nop- 
certificated  cities  would  not  increase  with  the  introduction 
of  direct  air  service.  In  this  respect  air  mail  counts  at  the 
unserved  cities  would  appear  to  have  low  value  because  the 
slowness  of  surface  schedules,  as  the  representative  frqm 
Vicksburg  points  out,  tends  to  depress  the  volume.  In  the 
second  place,  and  even  more  importantly,  the  Department’s 
analysis  fails  to  consider  that  a  substantial  volume  of  air 
mail  to  and  from  presently  certificated  air  cities  could  be 
expedited  by  the  proposed  service.  For  example,  Vicksburg 
would  have  a  more  expedited  air  mail  service  to  Jackso  n, 
Memphis,  and  New  Orleans.  Similarly,  air  mail  service  to 
Alexandria  and  Monroe  from  Lake  Charles  would  be  im¬ 
proved.  Air  mail  service  for  Monroe  to  Baton  Rouge  and 
New  Orleans  also  would  be  improved  and  in  addition  Jack- 
son  would  have  improved  service  to  Mobile. 

The  comparative  value  of  air  mail  service  would  be  less 
than  in  the  case  of  passenger  service.  The  national  average 
length  of  an  air  passenger  journey  is  about  550  miles  as 
compared  with  1,400  miles  for  air  mail.  According  to  the 
Post  Office  Department  air  mail  does  not  move  in  appreci¬ 
able  quantity  where  distances  are  less  than  an  over- 
1830  night  journey  by  surface  transportation.  Thus,  a 
feeder  operation  participates  to  only  a  minor  extent 
in  the  ton-mileage  of  the  mail  which  it  originates  or  ter¬ 
minates  because  typically  its  average  length  of  haul  is  only 
a  fraction  of  the  1,400-mile  average  air  mail  haul.  Due  to 
these  factors  it  seems  reasonable  to  conclude,  however,  that 
the  mail  ton-mileage  reported  by  the  feeders  represents 
a  very  small  part  of  the  total  air  mail  ton-mileage  which 
they  originate  or  terminate,  and  that  except  for  their  sei-v- 
ices,  the  major  portion  of  this  mail  would  move  by  surface 
carrier. 

The  Post  Office  Department  took  no  position  with  respect 
to  the  other  benefits  which  would  result  from  establishment 
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of  the  service.  Since  its  witness  testified  that  it  was  de¬ 
finitely  not  the  position  of  the  Department  that  no  im¬ 
provement  in  the  postal  service  would  result,  its  opposition 
obviously  is  based  upon  the  proposition  that  present  air 
mail  service  in  the  area  via  a  combination  of  trunk-line  air 
carriers  and  surface  carriers  will  not  be  improved  suffi¬ 
ciently  to  justify  the  increased  cost  of  its  carriage  all  the 
way  by  feeder  operations.  The  Act  provides  that  mail  pay, 
among  other  things,  should  be  based  upon  the  need  of  the 
carrier  and  not  solely  upon  the  value  of  the  services  rendered 
to  the  Post  Office.  No  passenger  operation  can  hope  to  suc¬ 
ceed  commercially  whose  schedules  are  not  set  to  serve  the 
convenience  of  the  passengers  it  hopes  to  carry.  But  in  ad¬ 
dition  to  the  passenger  service  which  would  be  provided,  the 
public  would  be  afforded  improved  transportation  for  the 
carriage  of  mail  and  property.  The  oil  industry,  for  ex¬ 
ample,  with  frequent  need  for  replacement  parts,  would  be 
benefitted  by  the  air  service.  In  the  opinion  of  the 
1831  examiner,  the  conclusion  of  the  Department  that  air 
mail  service  in  the  area  is  reasonably  adequate  to 
the  needs  of  the  Postal  Service  should  not  deter  the  aim  of 
the  Board  in  the  development  of  local  feeder-line  service 
in  accordance  with  the  Congressional  policy  set  forth  in 
section  2  of  the  Act  because  it  would  result  in  increased 
mail  payments  by  the  Post  Office  Department.  Upon  the 
basis  that  it  is  not  conclusive  to  any  of  the  other  factors 
necessary  to  determining  public  convenience  and  necessity 
the  examiner  in  accordance  with  the  request  of  the  Post 
Office  Department  finds,  however,  that  the  evidence  of  record 
supports  the  position  of  the  Post  Office  Department  that 
the  certification  of  the  feeder  airline  service  applied  for  in 
this  proceeding  is  not  required  by  the  needs  of  the  Postal 
Service. 

The  problems  of  local  or  feeder  air  service  of  the  Lower 
Mississippi  Valley  area  are,  of  course,  a  part  of  the  local 
or  feeder  service  picture  of  the  country  as  a  whole.  While 
the  area  here  under  consideration  differs  geographically 
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from  others  presently  served  by  feeder  operators,  experi¬ 
ence  shows  that  there  are  substantial  similarities  between 
all  areas  certificated  for  such  operations  in  general  route 
pattern  characteristics  and  in  relative  local  air  traffic  re¬ 
quirements.  As  previously  discussed,  Southern  Bus’  esti¬ 
mated  total  operating  expenses  of  92.8  cents  per  revenue 
plane  mile  appear  reasonably  accurate  by  comparison  with 
the  general  cost  experience  of  feeder  operators  using  DC-3 
equipment.  It  is,  of  course,  unlikely  that  this  figure 
1832  would  be  attained  during  the  first  year  of  operation. 

However,  barring  unforeseen  complications  it  would 
appear  that  the  designated  routes  could  be  operated  ulti¬ 
mately  at  an  over-all  cost  of  approximately  90  cents  per 
revenue  plane  mile  with  a  mail  pay  need  of  about  65  cents 
per  revenue  plane  mile  to  break  even  with  only  a  25  percent 
load  factor  equivalent.41 

Each  route  follows  a  historic  trade  channel  unserved  by 
air  and  is  anchored  by  strong  terminals  which  would  appear 
to  enhance  the  prospects  of  a  successful  experiment  by 
assuring  more  balanced  loads.  With  the  exception  of  the 
Laurel-Hattiesburg  and  Vicksburg-Jackson  segments  of  30 
and  45  miles,  respectively,  the  other  segments  on  the  routes 
designated  exceed  50  miles  in  length.  However,  the  dis¬ 
tances  between  such  points  as  Vicksburg-New  Orleans  (248 
miles)  and  Vicksburg-Memphis  (233  miles)  are  grea,t 
enough  that  considerable  benefit  would  accrue  to  travellers 
using  air  service  if  it  were  available. 

With  the  further  exception  of  Laurel,  Vicksburg,  and 
Opelousas,  the  other  uncertificated  points  on  the  routes  are 
located  more  than  50  miles  from  scheduled  airline  trans¬ 
portation.  But  as  hereinbefore  pointed  out  Delta’s  one 
schedule  daily  at  Hattiesburg  which  is  30  miles  removed 
from  Laurel,  does  not  take  care  of  that  city’s  needs  for  air 
service.  Vicksburg  is  without  convenient  surface  transpor¬ 
tation  to  Jackson,  its  capital  city,  and  nearest  airline  stop 


41  See  appendix  No.  5.  Feeder  Airline  Final  Mail  Rate  Information  as 
of  April  15, 1949. 
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which  is  45  miles  away.  The  airport  at  Opelousas  is  located 
1 Y2  miles  from  the  center  of  the  business  district.  Lafayette, 
nearest  airline  city,  is  25  miles  distant. 

1833  The  primary  advantage  which  air  service  has  to 
offer  is  speed.  While  the  time  required  for  surface 

transportation  may  be  only  a  minor  consideration  when 
a  lengthy  trip  is  planned,  the  airport  to  city  time  is  of 
major  importance  for  the  local  traveller  weighing  the  com¬ 
parative  merits  of  air  and  ground  transportation  to  and 
from  his  local  trade  center.  Consequently,  to  assure  maxi¬ 
mum  use  of  local  air  service  it  is  necessary  that  airport  fa¬ 
cilities  be  convenient  to  the  local  traveller.42  There  is  a 
beneficial  effect  upon  air  traffic  in  having  facilities  directly 
available  at  the  point  of  traffic  generation  and  in  the  light 
of  the  population  to  be  served,  it  appears  desirable  and  in 
the  public  interest  to  designate  Laurel,  Vicksburg  and  Ope¬ 
lousas  for  direct  air  service. 

All  of  the  points  designated  for  service  for  the  first  time 
have  populations  exceeding  13,000  except  Natchitoches 
which  has  an  estimated  present  population  of  10,000.  Not 
only  have  the  economic  stability  and  social  development  of 
these  communities  increased  but  so  has  the  desire  of  their 
residents  for  fast,  efficient,  first-class  travel.  Considering 
their  industrial  productivity  and  progressive  growth  these 
cities  should  develop  substantial  nonmail  revenue.  It  seems 
reasonable  to  expect  that  after  the  initial  period  of  experi¬ 
mentation  operating  economies  could  be  achieved  which 
would  gradually  lighten  the  burden  upon  the  Federal  Gov¬ 
ernment  in  the  form  of  mail  pay. 

1834  Certification  of  the  routes  hereinafter  recom¬ 
mended  would  fill  a  gap  in  the  local  feeder  map  and 

provide  the  benefits  of  air  transportation  to  more  people 
and  a  larger  and  growing  market  for  aircraft,  engines,  pro¬ 
pellers,  radios  and  accessories,  which  in  turn  provides  the 
nation,  as  a  by-product  of  air  transport,  a  healthier  manu¬ 
facturing  industry  as  well  as  additional  airplanes  and  per- 

42  Calif omia-Nevada  Service  case,  Docket  No.  2019  et  al,  decided  June 
15, 1949. 
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sonnel  for  our  air  transport  reserve  in  case  of  national 
emergency.  In  the  light  of  the  inadequate  transportation 
facilities  generally  available  in  the  area  and  the  important 
population  that  would  be  served,  it  is  concluded  that  the 
public  benefits  to  be  achieved  from  the  establishment  of  the 
routes  designated  are  of  such  magnitude  as  to  outweigh 
the  cost  of  the  service  to  the  Government  and  are  required 
by  the  public  convenience  and  necessity. 

SELECTION  OF  CARRIER 

The  local  service  routes  concluded  as  being  required  by 
the  public  convenience  and  necessity  total  approximately 
1,500  miles  in  length.  The  proposals  of  Southern  and  Trans- 
Texas  raise  the  question  of  whether  a  route  system  of  thi  s 
length  should  be  certificated  as  an  independent  operation 
or  as  an  extension  of  an  existing  service.  As  shown 
1835  in  the  table  below  43  there  are  13  authorized  feeder 
systems  of  less  mileage.  The  system  recommended 
herein  not  only  compares  favorably  in  rank  with  the  five 
largest  as  to  size  but  it  is  well  above  the  average  of  1,245 
route  miles.  Accordingly,  it  is  concluded  that  the  recom¬ 
mended  routes  constitute  sufficient  mileage  to  justify  their 
authorization  as  an  independent  operation. 

Only  Southern  Bus  has  applied  for  routes  (a)  and  part 
of  (c)  as  recommended.  It  also  has  applied  for  Lake 
Charles-New  Orleans  service  the  same  as  Trans-Texas.  All 
of  the  applicants,  however,  have  made  a  showing  of  willing¬ 
ness  to  provide  feeder  service  in  the  area  and  their  pro- 

«  ROUTE  MILEAGE  AUTHORIZED  FOR 

FEEDER  AIRLINES 


Rank 

Carrier 

Route  Miles 

Rank  Carrier 

Route  Mil 

1 

Parks 

2,529 

10 

Iowa 

1,281 

2 

Trans-Texas 

1,824 

11 

Southwest 

1,144 

3 

Piedmont 

1,775 

12 

Arizona  Airways 

1,020 

4 

Challenger 

1,613 

13 

West  Coast 

869 

5 

Monarch 

1,550 

14 

Empire 

694 

6 

Wisconsin  Central 

1,489 

15 

Bonanza 

686 

7 

Pioneer 

1,417 

16 

Wiggins 

657 

8 

Southern 

1,367 

17 

Roscoe  Turner 

655 

9 

Central 

1,308 

18 

Robinson 

539 
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posals  appear  broad  enough  to  permit  an  award  of  the 
recommended  service  to  any  one  of  them. 

Trans-Texas  takes  the  position  that  the  main  question  to 
be  decided  in  this  proceeding  is  selection  of  carrier.  It  con¬ 
tends  that  the  record  shows  it  to  be  the  only  applicant  with 
aviation  “know  how”  and  financial  ability  to  perform  the 
services  required.  Trans-Texas  maintains  that  its  cost 
estimates  are  realistic,  calculated  on  an  additional 
1836  cost  basis  as  actually  experienced  by  it  in  its  present 
services.  It  argues  that  it  would  require  less  mail 
pay  in  order  for  it  to  break  even  than  any  of  the  other  ap¬ 
plicants  and  that  it  has  the  organization  necessary  to  in¬ 
augurate  service  immediately. 

In  the  original  decision  the  Board,  at  page  750  stated : 

“In  the  Texas -Oklahoma  Case  we  awarded  Trans- 
Texas  extensive  feeder  routes  in  western,  central  and 
southern  Texas.  Its  sphere  of  operation  is  centered 
in  that  area  and  we  do  not  believe  that  its  operation 
should  be  extended  into  and  across  the  Mississippi 
Valley  region.  Obviously  there  would  be  no  logical 
integration  between  an  operation  in  Texas  with  a 
north-south  operation  along  the  Mississippi  and  there¬ 
fore  we  find  that  Trans-Texas  should  not  be  selected 
to  provide  the  service  herein  found  required.” 

The  record  in  this  case  lends  added  weight  to  this  find¬ 
ing.  The  operational  advantages  claimed  by  Trans-Texas 
of  integrating  its  proposed  routes,  or  any  service  required 
herein,  with  its  existing  system  appear  highly  conjectural 
for  the  following  reasons.  In  the  first  place  whatever  co¬ 
ordination  that  would  be  possible  would  be  illogical  on  a 
traffic  basis.  Secondly,  both  route  systems  would  be  geo¬ 
graphically  separated  by  a  55-mile  gap  between  Lake 
Charles  and  Beaumont  and  even  if  Trans-Texas  were 
awarded  a  route  between  Lake  Charles  and  New  Orleans, 
it  would  be  required  to  ferry  aircraft  between  its  Texas 
system  and  any  service  authorized  in  the  Lower  Mississippi 
Valley  area.  Such  service  would  be  completely  dissociated 
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from  its  entire  present  operations,  and  since  it  would  ap¬ 
pear  necessary  for  Trans-Texas  to  maintain  two  entirely 
separate  organizations  an  award  to  Trans-Texas  of  service 
herein  would  in  no  way  further  the  establishment  of  a  prop¬ 
erly  integrated  air  transportation  system  and  would  there¬ 
fore  be  contrary  to  the  public  interest. 

1837  Similarly  to  Trans-Texas,  Southern  feels  thdt 
selection  of  carrier  is  the  major  issue  to  be  decided. 

It  takes  the  position  that  substantial  economies  and  im¬ 
proved  service  could  be  achieved  through  its  certification  by 
reason  of  the  possibility  of  coordinating  its  proposed  service 
with  its  existing  routes.  As  in  the  case  of  Trans-Texas  tlje 
extension  of  Southern  into  the  Lower  Mississippi  Valley 
must  also  be  examined  to  determine  whether  it  would  facili¬ 
tate  an  economically  sound  and  efficient  operation  and  at 
the  same  time  satisfy  the  standards  of  public  convenience 
and  necessity.  To  serve  this  purpose  it  is  necessary  that 
Southern’s  extension  should  hear  an  integrated  relation 
to  its  system  and  be  adapted  to  its  normal  flow  of  traffic. 

With  the  exception  of  its  Atlanta-Columbus  service, 
Southern  is  primarily  an  east-west  carrier.  The  designated 
routes  with  the  exception  of  Lake  Charles-New  Orleans 
service  are  on  the  other  hand  north-south  in  direction.  Tqe 
greater  portion  of  the  service  found  to  be  required  herein  fs 
considerably  removed  from  Memphis.  As  hereinbefore  con¬ 
cluded  Southern’s  proposed  route  extensions  from  Colum¬ 
bus,  Ga.,  to  Mobile  and  from  Columbus,  Miss.,  to  eithir 
Laurel  or  Jackson  are  neither  necessary  nor  economically 
desirable.  Thus,  the  junction  of  Southern’s  present  system 
with  the  required  service  would  have  to  be  at  Memphis,  tie 
western  terminus  of  its  Atlanta-Birmingham-Memphis 
route  and  the  northern  terminus  of  the  designated  routes. 
Since  the  required  service  bears  no  relation  to,  nor  fits 
geographically  into  Southern’s  system  it  would  appear  to 
be  an  illogical  extension  of  that  carrier’s  operatiop. 

1838  Southern  also  argues  that  as  an  additional  consid¬ 
eration  favoring  its  selection  the  award  of  more  mile- 
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age  would  give  it  the  opportunity  of  demonstrating  the 
public  benefits  which  may  be  inherent  in  a  relatively  large 
size  local  feeder  operation.  While  a  feeder-line  system  must 
be  of  such  size  that  fixed  overhead  charges  do  not  amount  to 
a  disproportionate  part  of  operating  expenses,  the  record 
does  not  show  that  the  required  service  could  be  conducted 
more  economically  as  a  part  of  Southern’s  operation  of  a 
larger  system  than  it  has  presently. 

Since  there  would  be  no  logical  integration  of  Southern ’s 
system  with  the  required  service  it  is  clear  that  Southern 
would  have  to  establish  a  second  base  of  operations  if  it 
were  extended  into  the  Lower  Mississippi  Valley.  Since  its 
costs  would  thus  be  higher  it  does  not  appear  that  it  would 
be  able  to  effect  the  substantial  economies  of  operation 
which  it  contends  would  be  possible. 

Southern  now  serves  the  Southeastern  States  area  over 
three  route  segments  eastward  out  of  Atlanta  and  Columbus 
to  Charlotte,  N.  C.,  Charleston,  S.  C.,  and  Jacksonville,  Fla., 
and  one  segment  westward  out  of  Atlanta  to  Memphis. 
There  is  nothing  in  the  entire  record  consolidated  herein 
to  indicate  that  a  substantial  community  of  interest  exists 
between  the  smaller  cities  in  the  Lower  Mississippi  Valley 
region  and  those  served  by  Southern  in  the  Southeastern 
States  area.  In  contrast  with  other  applicants  Southern’s 
proposal  is  for  only  a  small  part  of  the  service  designated 
in  Louisiana.  If  the  Board  should  conclude  that  such  service 
is  required  by  the  public  convenience  and  necessity 
1839  the  recent  decision  of  the  Court  of  Appeals  for  the 
District  of  Columbia  in  State  Airlines ,  Inc.,  v.  Civil 
Aeronautics  Board,  et  al.,  holding,  inter  alia,  that  the  Board 
cannot  award  a  certificate  to  one  who  was  not  an  applicant 
for  the  routes  authorized,  is  significant.44 

Magnolia  argues  that  it  should  be  certificated  to  provide 
the  service  under  consideration  because  it  is  a  regional 
corporation  whose  officers,  directors,  and  stockholders  are 
resident  businessmen  of  the  area  and  will  have  the  com- 
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bined  experience,  facilities  and  financial  support  of  Key 
and  Magnolia. 

In  the  prehearing  conference  report  the  examiner  ruled 
that  Magnolia  could  avail  itself  of  the  material  previously 
submitted  by  Key  but  it  should  be  prepared  to  show  fully 
the  extent  to  which  personnel,  experience,  and  other  similar 
features  of  the  Key  case  would  be  available  to  and  utilized 
by  it. 

The  signing  of  a  formal  agreement  to  merge  Key  with 
Magnolia  is  conditioned  upon  the  award  of  a  certificate  tc 
Magnolia.  It  is  the  contention  of  both  interests  that  their 
agreement  to  merge  upon  the  occurrence  of  such  a  condition 
is  as  valid  as  if  written.  The  reasons  given  for  not  reducing 
the  agreement  to  writing  are  “to  avoid  the  cost  of  legally 
merging  all  physical  and  financial  assets  and  possible  costly 
court  proceedings  for  the  dissolution  and  redistribution  of 
all  assets  in  the  event  that  Magnolia’s  application  should  be 
denied.” 

All  of  the  preliminary  work  of  preparing  exhibits  wasl 
handled  almost  entirely  by  Mr.  Emery,  president  olf 
1840  Magnolia  at  the  time  of  hearing.  A  detailed  plan  of 
organization  in  which  officers  of  both  companies  hav4 
been  designated  for  specific  positions  was  submitted.  How¬ 
ever,  despite  the  fact  that  the  plan  involves  considerable 
changes  in  personnel,  the  only  part  approved  by  the  direc¬ 
tors  is  that  Col.  Algene  Key  is  to  be  president  and  Mrj 
Emery  vice  president. 

Southern  Bus’  proposal  is  premised  upon  an  integrated 
bus-air  system.  Its  plan  of  operation  includes  downtown 
ticket  offices  at  every  airline  stop;  a  complete  reservation 
system;  hangar  facilities  at  turn-around  and  overnight 
stops;  full-time  airline  employees  at  all  airports;  adequate 
provision  for  personnel  training  and  familiarization;  and 
full  radio  and  navigational  facilities.  Southern  Bus  today 
serves  every  city  for  which  air  service  is  recommended  with 
the  exception  of  Houma.  By  reason  of  its  25  years  experi  ¬ 
ence  in  the  motor  transportation  field  and  its  operation  of  k 
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scheduled  feeder  airline  in  the  very  area  under  considera¬ 
tion,  Southern  Bus  from  the  standpoint  of  experience  is 
well  qualified. 

Aside  from  the  foregoing  considerations,  the  basic  item 
and  first  requirement  for  a  successful  beginning  in  feeder¬ 
line  operations,  as  in  any  commercial  undertaking,  is  the 
availability  of  adequate  capital.  This  does  not  mean  merely 
sufficient  funds  for  the  first  phase  aspects  of  a  proposed 
operation  but  a  capital  structure  capable  of  going  the  whole 
way.  The  willingness  of  the  applicants  to  develop  feeder 
service  in  the  Lower  Mississippi  Valley  area  and  the  avail¬ 
ability  of  experienced  personnel  to  each  one  is  manifest.  But 
as  experience  has  demonstrated,  sound  financing  is 
1841  the  key  to  initiating  service  and  financial  fitness  must 
be  based  upon  an  applicant’s  proved  ability  to  raise  a 
substantial  amount  of  capital  within  a  reasonable  time  after 
certification.  Experience  has  also  shown  that  proposals  to 
provide  feeder-line  service  with  a  capitalization  in  the  neigh¬ 
borhood  of  $300,000  have  little  chance  of  being  inaugurated. 

Trans-Texas  at  the  time  of  the  hearing  had  assets  totalling 
$1,139,013.84,  of  which  $83,749.85  was  in  cash,  and  $184,- 
756.87  in  deferred  charges  and  intangibles.  Four  DC-3  air¬ 
craft  were  estimated  as  necessary  to  operate  its  proposed 
routes  in  addition  to  two  of  its  ten  DC-3’s  which  could  be 
assigned  to  such  operations.  The  total  amount  of  additional 
capital  to  be  required  was  estimated  by  Trans-Texas  at 
$244,550.  Experience  dictates  that  additional  capital  would 
be  required  but  Trans-Texas  did  not  at  the  time  of  the 
hearing  have  the  capital  to  finance  its  proposed  operations 
nor  did  it  submit  any  specific  plan  for  obtaining  addi¬ 
tional  financing,  other  than  to  obtain  $244,000  through  a 
loan  on  ten  of  its  DC-3  aircraft.  Moreover,  no  evidence  was 
presented  to  show  that  its  aircraft  could  be  mortgaged  for 
this  amount  but  that  fact  does  not  appear  particularly 
material  since  even  if  raised,  it  obviously  would  be  inade¬ 
quate  to  finance  the  required  service. 

Most  of  the  testimony  and  evidence  herein  relating  to 
Southern’s  financial  condition  was  directed  to  the  question 
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of  whether  that  carrier  would  be  able  to  begin  operations 
over  its  present  system.  Southern’s  balance  sheet  as  of 
March  10,  1949,  showed  assets  listed  at  $302,324,  of 

1842  which  $50,000  was  cash,  $78,491  in  aircraft,  $85,896 
in  a  hangar  at  Atlanta  and  $75,891  representing  capi¬ 
talization  of  its  development  and  pre-operating  expenses. 
Its  liabilities  consisted  of  current  liabilities  of  $70,833, 
accounts  payable  classified  as  long-term  debt  of  $12,253,  note 
with  mortgage  on  the  hangar  of  $28,200  and  a  stated  net 
worth  of  $191,038. 

Southern’s  balance  sheet  also  showed  at  the  time  of  the 
hearing  that  only  a  small  part  of  its  asests  were  actually 
available  to  finance  its  present  airline  operations.  Its  $75,891 
of  development  and  pre-operating  expenses  obviously  were 
not  available  for  airline  operations.  Neither  was  its  hangar 
valued  at  $85,896 ;  and  its  DC-3  aircraft,  valued  at  $78,491, 
actually  was  worth  less  than  $40,000  according  to  the  testi¬ 
mony  of  its  president.  These  items  totaling  $200,278,  left 
Southern’s  assets  available  for  use  in  its  present  opera¬ 
tions  in  the  amount  of  $101,046.  When  its  liabilities,  (with 
the  exception  of  the  $28,200  note  on  the  hangar)  are  sub¬ 
tracted  from  assets  available  for  its  present  operations, 
Southern’s  net  worth  at  the  time  of  the  hearing  amounted 
to  $17,960. 

At  the  time  of  the  hearing  Southern  had  only  begun  prepa¬ 
rations  for  the  actual  operation  of  its  routes.  Up  to  this 
time  it  should  have  incurred  little  or  no  pre-operating  and 
development  expenses.  Undoubtedly  much  more  was  spent 
in  preparations  prior  to  actual  operations  over  its  present 
system  and  it  is  reasonable  to  conclude  that  by  the  time 
Southern  actually  commenced  operations  its  net  worth  was 
reduced. 

1843  Southern  estimated  capital  requirements  for  its 
present  route  system  at  $203,100.  At  the  time  of  the 

hearing  an  investment  banking  company  was  currently  en¬ 
gaged  in  preparations  to  sell  100,000  shares  of  Southern’s 
common  stock  at  $3.00  per  share.  A  preliminary  prospectus 
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had  been  prepared  and  the  attorneys  for  Southern  and  the 
underwriting  firm  were  in  the  process  of  registering  the 
securities.  Pursuant  to  agreement  of  counsel  in  the  pro¬ 
ceeding  Southern  subsequent  to  the  hearing  furnished  for 
the  record  copies  of  a  prospectus  filed  with  the  Securities 
and  Exchange  Commission  which  confirmed  its  position 
that  upon  conclusion  of  the  sale  Southern  would  receive 
net  proceeds  of  $255,000. 

Southern  estimated  that  the  capital  required  for  oper¬ 
ating  the  routes  proposed  herein  would  be  $339,800.  Al¬ 
though  this  is  substantially  lower  than  the  sum  which 
experience  has  shown  would  actually  be  required,  Southern 
did  not  demonstrate  conclusively  how  it  would  obtain  this 
additional  amount.  It  stated  that  it  would  issue  an  addi¬ 
tional  $300,000  in  common  stock  if  it  received  a  certificate  in 
this  proceeding.  By  Order  Serial  No.  E-3161  dated  August 
18, 1949,  the  Civil  Aeronautics  Board  approved  a  4-percent 
loan  of  $120,000  by  the  Reconstruction  Finance  Corpora¬ 
tion  to  Southern.  The  statute  limiting  the  lending  powers 
of  the  RFC  provides  that : 

4 ‘No  financial  assistance  shall  be  extended  .  .  .  unless 
the  financial  assistance  applied  for  is  not  otherwise 
available  on  reasonable  terms.”45 

1844  This  means  that  Southern  Airways,  in  order  to  op¬ 
erate  its  presently  certificated  routes  resorted  to  the 
last  available  means  of  financial  support.  The  very  fact  that 
this  loan  was  granted  indicates  that  Southern  could  neither 
raise  the  necessary  capital  by  equity  financing  or  by  a  loan 
from  a  commercial  bank  to  maintain  operations  over  its 
present  system.  Other  than  the  statement  of  a  representa¬ 
tive  from  an  investment  banking  firm  that  his  company 
would  “have  a  continuing  interest”  in  Southern  and  would 
be  “interested  in  new  financing  or  other  financing,”  there 
is  no  showing  in  the  record  that  Southern  could  raise  the 
additional  capital  necessary  to  finance  full  operations  on  the 
route  designated  herein.  Southern  is,  of  course,  a  solvent 
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corporation  but  the  granting  of  the  RFC  loan  immediately) 
after  the  selling  of  its  securities  makes  it  clear  that  Southerh 
does  not  now  have  sufficient  capital  nor  is  it  likely  to  obtain) 
additional  financing  in  a  substantial  amount  to  start  u^ 
operations  over  a  second  feeder  system  in  the  near  futureJ 

Magnolia  has  assets  of  approximately  $60,000  of  which 
about  $45,000  would  be  useful  in  airline  operation.  It  hag 
a  net  worth  of  between  $35,000  and  $55,000  and  the  possij 
bility  of  obtaining  about  $17,000  worth  of  useful  equipment 
from  Key.  The  company  plans  to  issue  and  sell  $280,000 
in  common  stock  and  $300,000  in  preferred  stock  but  it  has 
no  firm  commitments  of  any  kind  binding  any  one  to  buy 
more  than  $4,000  of  such  stock.  In  the  event  it  is  successful 
in  issuing  and  selling  its  common  and  preferred  stock  it 
has  the  possibility  of  obtaining  bank  credit  of  approxi¬ 
mately  $150,000. 

1845  From  the  foregoing  summary  of  Magnolia’s  finan¬ 
cial  position  it  is  apparent  that  the  company’s  net 
worth  is  inadequate  to  conduct  feeder-line  operations  and 
that  its  ability  to  provide  such  service  is  contingent  upon 
its  plans  for  financing.  As  hereinbefore  discussed  Magnolia 
has  underestimated  its  expenses  and  capital  requirements 
in  the  light  of  present  feeder  operating  experienced.  It  is 
not  clear  why  Magnolia  proposes  to  issue  and  sell  $580,000 
in  capital  stock  when  capital  requirements  were  estimated 
at  $280,000. 

Magnolia  has  not  negotiated  for  the  underwriting  and 
selling  of  its  proposed  extensive  issue  of  new  stock.  It  plans 
to  sell  stock  to  its  present  stockholders  and  to  residents 
of  the  cities  and  towns  to  be  served  but  the  record  indicates 
that  no  firm  commitments  have  been  received  from  anyone. 
For  additional  operating  capital  Magnolia  relies  heavily 
upon  letters  from  local  banks  in  Meridian,  Laurel,  and 
Mobile.  The  record,  however,  indicates  that  Magnolia’s 
present  credit  rating  is  $25,000  so  that  the  available  bank 
credit  of  $150,000  claimed  appears  to  be  dependent  upon 
its  successful  issuance  and  sale  of  $580,000  in  stock.  More- 
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over,  each  of  the  banks  having  written  to  Magnolia  appear 
to  offer  nothing  more  than  to  negotiate  on  the  general 
subject  of  a  loan  for  the  limited  purpose  of  buying  airplanes, 
presumably  to  be  secured  by  liens  on  equipment.  They 
promise  nothing  more  than  to  bargain,  are  not  binding  on 
either  party,  mention  no  specific  amount  of  money  and 
describe  no  terms.  In  the  circumstances  it  is  difficult  to  see 
how  these  letters  can  be  interpreted  as  definite  commit¬ 
ments  on  which  Magnolia  could  depend  for  operating 
capital. 

1846  Magnolia  submitted  a  list  of  potential  stockholders 
but  the  record  is  barren  of  any  showing  of  their 
ability  to  purchase  all  or  a  substantial  amount  of  the  com¬ 
pany’s  stock  except  for  the  generalization  that  they  are 
successful  business  men  and  in  the  best  civic  spirit  promise 
to  support  the  company.  While  the  record  does  not  dis¬ 
close  whether  any  of  the  promises  to  buy  stock  were  in 
writing  it  is  highly  speculative  whether  mere  promises  to 
buy  stock  at  the  pre-incorporation  stage  are  legally  enforce¬ 
able. 

The  sole  reason  for  Southern’s  delay  of  almost  2  years  in 
requesting  the  issuance  of  its  certificate  for  its  present  route 
system  was  the  inability  to  obtain  financing.  Southern  had  a 
much  larger  net  worth  than  Magnolia  and  in  the  light  of 
its  experience  in  issuing  and  selling  capital  stock  in  a  lesser 
amount  than  Magnolia  it  is  clear  that  intention  alone  to 
issue  and  sell  stock  is  far  different  from  ability  to  raise 
the  capital  required.  Experience  has  shown  that  new  air¬ 
lines  cannot  be  nursed  through  infancy  on  promises  alone. 
The  arrangements  between  Magnolia  and  Key  are  entirely 
oral  and  are  so  vague  and  indefinite  in  their  terms  that 
undoubtedly  there  is  no  enforceable  contract  by  which  either 
company  is  obligated  to  go  through  with  the  arrangements 
planned. 

As  of  July  1,  1948,  Southern  Bus  had  total  assets  of 
$4,596,736.78,  of  which  $1,256,715.55  was  cash,  and  an  earned 
surplus  of  $1,928,511.75.  However,  as  part  of  the  trans- 
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action  with  Transcontinental  Bus  System,  dividends 
amounting  to  $1,228,984.50  were  paid  out  to  stockholders;, 
leaving  Southern  Bus  with  total  asests  at  the  end  of  1948 
of  $3,148,146.62,  of  which  $381,020.73  was  cash  and  an 
earned  surplus  of  $570,765.23. 

1847  Southern  Bus  owns  no  aircraft  or  equipment  and  it 
estimates  that  it  would  require  $912,950  to  begin 

operations.  By  reason  of  the  payment  of  dividends  to  its 
stockholders  at  the  end  of  1948,  Southern  Bus  would  have 
required  additional  capital  to  operate  its  proposed  airline 
service  at  the  time  of  the  hearing.  However,  as  hereinbefore 
noted  three  sources  of  capital  are  available  to  Southern  Bu  s. 
First,  it  could  obtain  loan  financing  from  noninterested 
parties.  Secondly,  Transcontinental  would  provide  any 
additional  capital  which  might  be  required  by  Southern  Bus. 
Transcontinental’s  acquisition  of  Southern  Bus,  as  al^o 
noted  heretofore,  has  been  approved  by  the  Interstate  Conli- 
merce  Commission.  Thirdly,  at  the  time  of  the  hearing 
Southern  Bus  not  only  had  cash  over  and  above  its  working 
capital  requirements  which  would  be  immediately  available 
but  by  the  end  of  this  year  it  expects  that  cash  on  hand  won 
be  increased  as  usual  to  at  least  a  half  million  dollars. 

No  single  factor  has  impeded  complete  experimentation 
with  the  Board’s  feeder  program  more  than  the  inability  of 
several  successful  applicants  to  secure  adequate  capital  and 
to  inaugurate  the  service  for  which  they  were  certificated 
In  view  of  this  experience  vague  plans  can  no  longer  sup¬ 
port  a  finding  of  financial  fitness.  It  seems  clear  that  South¬ 
ern  Bus  would  have  no  problem  in  financing  the  feeder 
operations  required  herein  and  is  the  only  applicant  that 
could  be  expected  to  inaugurate  service  upon  certification 
in  the  near  future.  The  other  applicants  appear  to  be  at  a 
decided  disadvantage  in  this  respect.  Further,  no  combina¬ 
tion  of  trunk  or  feeder  air  transportation  with  any  other 
carrier  or  types  of  carriers  would  appear  to  be  able  to  offer 
the  public  benefits  proposed  by  Southern  Bus. 

1848  Through  its  single-carrier  service  thousands  of  pep 
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pie  living  in  small  off-airline  communities  would  be  pro¬ 
vided  improved  transportation  service;  and  conversely, 
through  its  coordinated  air-bus  plan  of  operation  people  liv¬ 
ing  in  the  larger  cities  in  the  area  would  be  given  speedier 
access  to  the  smaller  communities.  Southern  Bus  has  had 
scheduled  transportation  experience,  both  surface  and  air, 
in  the  area  under  consideration  and  through  integration  with 
its  presently  established  surface  facilities  it  would  appear 
that  it  could  provide  the  required  air  service  as  economic¬ 
ally,  if  not  more  so,  than  any  of  the  other  applicants.  For 
these  and  other  reasons  discussed  in  this  report  it  is  con¬ 
cluded  that  the  selection  of  Southern  Bus  to  provide  the 
required  service  would  be  in  the  public  interest. 

Section  408. — Southern  Bus  is  a  surface  carrier  and  the 
question  is  posed  as  to  whether  notwithstanding  the  previ¬ 
ous  findings  its  application  should  be  barred  for  this  reason. 
Until  recently,  surface  carrier  participation  in  air  trans¬ 
portation  was  governed  by  the  Board’s  decision  in  the 
American  Export  case46  which  held  that  a  surface  carrier 
applying  for  air  routes  directly  or  indirectly  must  satisfy 
the  two  requirements  of  the  second  proviso  of  section 
408(b)  of  the  Act,  namely:  (1)  that  the  proposal  must  pro¬ 
mote  the  public  interest  by  being  auxiliary  and  supple¬ 
mental  to  the  surface  operation ;  and  (2)  that  it  not  restrain 
competition.  In  the  American  President  Lines  case47 
1849  the  Board  responded  to  a  petition  to  re-examine  its 
interpretation  of  the  legal  effect  of  section  408  on  sec¬ 
tion  401  applications.  This  reappraisal  resulted  in  a  sub¬ 
stantial  revision  of  the  Board’s  earlier  interpretation  and 
the  creation  of  new  standards  for  the  participation  of  sur¬ 
face  carriers  in  commercial  air  transportation. 

The  issue  of  statutory  construction  is  raised  by  the  second 
proviso  of  section  408(b)  covering  the  adjudication  of  appli¬ 
cations  for  approval  of  acquisitions  of  control  of  air  car- 

46  American  Export  Lines ,  Control — Amer.  Export  Air.,  3  C.A.B.  619, 
624  (1942),  4  C.A.B.  104,  105  (1943). 

47  American  President  Limes  et  al.,  Petitions,  7  C.A.B.  799  (1947). 
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riers  and  other  specified  transactions.  This  proviso  pro¬ 
hibits  the  Board  from  approving  such  transactions  as  might 
otherwise  meet  the  conditions  thereof  if  the  applicant  for 
approval  is  “a  carrier  other  than  an  air  carrier/ ’  unless 
the  Board  finds  “that  the  transaction  proposed  will  pi|o- 
mote  the  public  interest  by  enabling  such  carrier  other  th£m 
an  air  carrier  to  use  aircraft  to  public  advantage  in  its 
operation  and  will  not  restrain  competition.”  As  construled 
by  the  Board,  the  first  condition  requires  that  the  proposed 
air  service  shall  be  auxiliary  to  or  supplemental  of  the 
surface  carrier’s  operation.48 

Applications  for  certificates  of  public  convenience  and 
necessity  are  covered  by  section  401  whether  filed  by  surface 
carriers  or  other  persons  within  the  meaning  of  the  Act. 
This  section  does  not  contain  the  restrictive  language  of 
section  408  but  provides  that  a  certificate  shall  be 
1850  issued  if  the  Board  finds  the  applicant  to  be  fit,  will¬ 
ing,  and  able  and  that  the  routes  sought  are  required 
by  the  public  convenience  and  necessity.  Major  factors 
which  the  Board  is  directed  to  consider  in  determining  public 
convenience  and  necessity,  the  test  for  adjudicating  appli¬ 
cations  under  section  401,  are  set  forth  in  the  declaration  of 
policy  in  section  2  of  the  Act.49 

48  American  Export  Lines,  Control — Amer.  Export  Air.,  supra; 
quisition  of  Taca,  S~A.,  by  American  Export  Air.,  3  C.A.B.  216, 
(1941). 

49  Section  2  provides : 

“In  the  exercise  and  performance  of  its  powers  and  duties  under  this 

Act,  the  Board  shall  consider  the  following,  among  other  things,  as  being 
in  the  public  interest,  and  in  accordance  with  the  public  convenience  and 
necessity — 

(a)  The  encouragement  and  development  of  an  air-transportation 
system  properly  adapted  to  the  present  and  future  needs  of  the  foreign 
and  domestic  commerce  of  the  United  States,  of  the  Postal  Service,  and 
of  the  national  defense ; 

(b)  The  regulation  of  air  transportation  in  such  manner  as  to  recog¬ 
nize  and  preserve  the  inherent  advantages  of,  assure  the  highest  degree 
of  safety  in,  and  foster  sound  economic  conditions  in,  such  transportation, 
and  to  improve  the  relations  between,  and  coordinate  transportation  by, 
air  carriers; 

(c)  The  promotion  of  adequate,  economical,  and  efficient  service  by 
air  carriers  at  reasonable  charges,  without  unjust  discriminations,  undue 
preferences  or  advantages  or  unfair  or  destructive  competitive  practices; 
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The  fact  that  the  language  of  the  second  proviso  of  section 
408(b)  has  not  been  incorporated  in  section  401  raises  the 
question  of  whether  a  surface  carrier  undertaking  to  engage 
in  air  transportation  directly,  as  distinguished  from  its 
undertaking  by  acquisition  to  engage  in  air  trans- 

1851  portation,  must  satisfy  the  requirements  of  section 
408(b).  On  this  question  the  Board  in  the  American 

President  Lines  case,  supra,  at  pages  801-2  stated : 

“  After  further  study  of  the  legal  question  here  pre¬ 
sented  we  no  longer  hold  that  such  compliance  can  be 
considered  a  legal  condition  to  the  grant  of  a  certificate 
of  public  convenience  and  necessity  to  a  surface  carrier. 
We  reach  this  conclusion  in  view  of  the  fact  that  the 
language  of  the  proviso  which  prescribes  compliance 
with  it  as  a  legal  condition  to  obtaining  Board  approval 
of  the  acquisition  by  its  terms  relates  to  transactions 
made  unlawful  by  section  408(a).  Had  Congress  in¬ 
tended  to  exact  compliance  with  the  proviso  as  a  legal 
condition  to  the  granting  of  a  certificate  of  public  con¬ 
venience  and  necessity  to  a  surface  carrier  applicant  it 
is  reasonable  to  suppose  that  it  would  have  incorporated 
such  a  legal  condition  either  in  section  401  or  section  2 
of  the  Act.  It  has  not  done  so. ” 

This  conclusion  is  in  accord  with  the  earlier  decision  of 
the  Second  Circuit  Court  of  Appeals  in  Pan  American  Air¬ 
ways  Co.  v.  Civil  Aeronautics  Board  et  al .50  and  was 

1852  reaffirmed  by  the  Board  in  the  Great  Lakes  Area 


(d)  Competition  to  the  extent  necessary  to  assure  the  sound  develop¬ 
ment  of  an  air-transportation  system  properly  adapted  to  the  needs  of 
the  foreign  and  domestic  commerce  of  the  United  States,  of  the  Postal 
Service,  and  of  the  national  defense; 

(e)  The  regulation  of  air  commerce  in  such  manner  as  to  best  pro¬ 
mote  its  development  and  safety;  and 

(f)  The  encouragement  and  development  of  civil  aeronautics”. 

50  121  F.  2d  810  (C.C.A.  2nd  1941).  At  page  816  the  Court  said:  “The 
foregoing  would  seem  to  indicate  that  the  issuance  of  the  certificates  to 
Export  was  not  dependent  upon  conformity  with  section  408(b),” 
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Case.51  Thus,  to  the  extent  that  they  are  inconsistent 
with  the  American  President  Lines  case,  the  American  Ex¬ 
port  Lines ,  Control  cases,  supra,  Local,  Feeder,  and  Pick-up 
Air  Service,52  and  Latin  America  Air  Service52  cases  have 
been  overruled  and  section  408  is  no  longer  a  legal  condition 
to  the  certification  of  a  surface  carrier  applying  directly 
under  section  401. 

The  standards  of  public  convenience  and  necessity  ex¬ 
pressed  in  section  2  of  the  Act  are  not  the  only  criteria  by 
which  a  surface  carrier’s  application  under  section  401  must 
be  judged.  The  concept  of  public  convenience  and  necessity 
must  be  interpreted  in  the  light  of  all  appropriate  standards 
wherever  they  may  be  found.54  As  evidenced  by  tfie 
1853  restrictions  in  section  408(b)  among  such  standar4s 
is  the  statutory  intent  to  regulate  carefully  the  par¬ 
ticipation  of  surface  carriers  in  air  transportation.  It  wa  s 
for  this  reason  that  the  Court  in  the  Pan  American  Airways 
Company  v.  Civil  Aeronautics  Board  case,  supra,  stated  a,t 
page  816  “.  .  .  the  ability  of  Export  to  meet  the  standard  s 
therein  (408)  might  be  considered  by  the  Board  and  by 
the  President  in  connection  with  granting  certificates  cf 
public  convenience  and  necessity.”  The  Board  elaborated 
upon  this  point  in  the  American  President  Lines  case,  supra, 
by  saying  at  page  802 : 

This  does  not  mean,  however,  that  the  policy  of  the 
proviso  cannot  or  should  not  be  considered  as  one  of 
the  standards  which  guides  the  Board  in  determining 
whether  the  public  convenience  and  necessity  requires 
the  issuance  of  a  certificate  to  a  surface-carrier  appli- 

01  8  C.A.B.  360  (1947).  At  page  404  the  Board  said:  “In  the  American 
President  Lines  case,  which  was  decided  subsequent  to  the  hearing  and 
oral  argument  in  this  case,  we  held  that  compliance  of  a  surface  carrier 
applicant  with  the  second  proviso  of  section  408(b)  of  the  Act  could  no 
longer  be  considered  a  legal  condition  to  the  grant  of  a  certificate  of 
public  convenience  and  necessity  to  such  a  carrier.” 

52  6  C.A.B.  1,7  (1944). 

53  6  C.A.B.  857,  905  (1946). 

54  New  York  Central  Securities  Corporation  v.  United  States,  et  al.  287 
U.S.  12,25  (1932). 
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cant.  There  is  a  significant  difference  between  a  legal 
condition  to  Board  action  and  a  statutory  standard  to 
be  considered  in  reaching  a  judgment.  The  former  is 
rigid  in  its  requirement  and  leaves  the  Board  no  dis¬ 
cretion  as  to  its  application ;  the  latter  is  a  guide  which, 
with  other  appropriate  standards,  lights  the  way  to  a 
judgment  based  on  sound  discretion.’ ’ 

Significantly,  the  Board  in  subsequently  issuing  a  certifi¬ 
cate  to  Yellow  Cab  Company  of  Cleveland,  Inc.,55  on  the 
basis  of  this  ruling  found: 

“. . .  that  the  operation  proposed  by  Yellow  Cab,  on 
an  experimental  basis,  will  definitely  promote  the  pub¬ 
lic  interest  .  .  .  would  implement  one  phase  of  its 
common  carrier  activities,  namely,  transportation  to 
and  from  the  Cleveland  airport  .  .  .  (and  would)  not 
increase  that  company’s  monopoly  ...” 

In  the  American  President  Lines  case,  supra ,  at  page 
804,  the  Board  stated : 

1854  “.  .  .  the  Board  has  the  power  and  the  duty 

in  a  proceeding  under  section  401  to  limit  the 
entry  of  a  surface  carrier  into  air  transportation  to 
operations  which  would  enable  such  surface  carrier  to 
use  aircraft  to  public  advantage  in  its  surface  trans¬ 
port  operation  unless  the  record  of  the  case  were  to 
reveal  that  the  public  interest  required  service  by  a 
surface  carrier  regardless  of  the  circumstance  that 
it  was  a  surface  carrier.”  (Emphasis  supplied.) 

Thus,  it  follows  that  the  application  for  a  required  air  serv¬ 
ice  of  a  surface  carrier  found  fit,  willing,  and  able  could  be 
approved  even  though  the  proposed  service  would  not  be 
auxiliary  and  supplemental,  provided  that  the  operation 
otherwise  would  be  in  the  public  interest  and  regardless 
of  the  fact  that  the  applicant  is  a  surface  carrier. 


05  Great  Lakes  Area  Case,  supra. 
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The  foregoing  findings  with  reference  to  the  benefits  inci¬ 
dent  to  the  Southern  Bus  proposal  justify  the  conclusion 
that  its  service  would  be  in  the  public  interest  notwith¬ 
standing  the  fact  that  it  now  engages  in  operation  as  a 
motor  carrier.  In  view  of  this  finding  it  would  not  be 
necessary  to  consider  whether  the  Southern  Bus  applica¬ 
tion  would  meet  the  strict  requirements  of  the  second  proviso 
of  section  408(b).  Nevertheless,  even  if  the  requirements 
of  this  section  were  to  be  considered  the  record  justifies  a 
finding  that  Southern’s  proposal  meets  the  spirit  thereof. 
The  designated  air  routes  would  integrate  geographically 
with  the  surface  routes  of  Southern  Bus,  and  under  its  plan 
of  operation  the  air  service  would  integrate  with  its  bus 
service  through  the  provision  of  joint  rates,  interchange¬ 
able  tickets,  and  coordinated  schedules.  Passengers  would 
be  afforded  the  opportunity  of  traveling  partly  by  bus 
1855  and  partly  by  air.  Considerable  savings  in  time 
would  be  possible  for  the  combination  bus-air  passen¬ 
ger  traveling  from  outlying  points  on  Southern  Bus’  routes 
to  stops  on  the  recommended  air  routes  for  connections  by 
air  to  his  ultimate  destination  in  comparison  with  having 
to  travel  all  the  way  by  the  best  surface  means  available. 
A  large  number  of  small  communities  are  contiguous  to 
those  on  Southern  Bus’  regular  surface  operations.  South¬ 
ern  Bus  therefore  would  be  able  to  offer  more  rapid  trans¬ 
portation  to  a  substantial  segment  of  the  traveling  public 
than  now  exists.  And  since  it  would  appear  that  Southern 
Bus  could  improve  its  present  service  through  integrated 
air-bus  schedules  and  as  a  result  of  the  higher  speed  of 
transit  attract  more  traffic  presently  moving  by  private 
automobile,  it  could  use  aircraft  to  public  advantage  as  a:i 
adjunct  to  its  bus  operations.56 


56  In  the  original  proceeding  the  president  of  Southern  Bus  stated 
page  7  of  his  direct  testimony: 

“On  several  of  our  heavy  traffic  bus  routes  a  substantial  percentagje 
of  the  patrons  are  through  riders  from  one  local  market  center  to  an 
adjoining  market  center.  Present  bus  schedules  are  compromised  ija 
order  to  attain  the  speed  desired  by  this  traffic  and  still  make  the  numer¬ 
ous  stops  and  exact  arrival  times  required  by  local  traffic.  The  air 
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The  second  requirement  of  section  408(b)  is  that  the 
combined  air-surface  operation  will  not  restrain  compe¬ 
tition.  The  briefs  of  several  of  the  participants  in 

1856  this  case  have  raised  the  objections  that  an  award  to 
Southern  Bus  would  extend  an  existing  monopoly 

and  that  the  administrative  procedures  resulting  from  the 
operation  of  an  air  and  bus  division  within  the  framework 
of  a  single  corporation  would  lead  to  administrative  prob¬ 
lems. 

Twenty-five  bus  and  rail  carriers  57  and  8  trunk-line  air 
carriers,  namely,  Eastern,  Chicago  and  Southern,  Delta, 
Braniff,  Mid-Continent,  National,  Capital,  and  American, 
operate  in  the  same  area  Southern  Bus  now  serves  and  is 
recommended  to  serve  by  air.  It  seems  clear  that 

1857  the  existence  of  these  other  surface  and  air  carriers 
precludes  any  possibility  of  a  monopoly  of  trans¬ 
portation  facilities  by  Southern  Bus  in  any  sense  of  the 
word.  In  this  respect  it  is  significant  that  the  Department 


operations  will  provide  much  better  high  speed  service  and  permit  the 
local  schedules  in  coordination  to  do  a  more  thorough  job.  We  may 
save  some  entire  bus  schedules. 

“The  air  service,  most  important  of  all,  will  secure  through  close 
coordination  with  bus  operations  the  most  effective  competitive  ad¬ 
vantage  possible  with  the  real  competitor  of  all  public  transportation, 
the  private  car.  It  is  a  demonstrable  fact  that  a  very  substantial  part 
of  the  middle  distance  traffic  especially  in  the  South  used  private  cars 
for  inefficient  distances  of  150  to  200  miles  simply  because  the  travelers 
would  have  been  obliged  to  use  their  cars  to  reach  the  nearest  air 
transportation  and  once  started  kept  going  in  their  cars.  We  believe 
we  can  start  the  journey  with  the  coordinated  bus  service  and  hold 
the  passenger  with  the  faster  local  air  service  not  only  for  connecting 
trunk  line  air  carriers.  This  source  will  provide  the  profit  margin  for 
our  routes  and  can  be  predicted  as  certainly  from  our  long  experience 
as  can  revenue  based  on  established  air  data.” 

57  Arkansas  Motor  Coaches;  Capitol  Motor  Lines;  Great  Southern 
Coaches;  Southwestern  Greyhound;  Teche  Greyhound;  Gulf  Transport; 
Missouri -Pacific  Transportation  Company;  Moore  Coaches;  Southeastern 
Greyhound;  Columbus  and  Greenville  Railway;  Gulf  and  Ship  Island  R.  R. 
Company;  Gulf,  Mobile  and  Ohio  Railroad;  Illinois  Central  Railroad; 
Kansas  City  Southern  Railway;  Louisiana  &  Arkansas  Railway;  Louis¬ 
ville  &  Nashville  Railroad  Company;  Missouri  Pacific  Railroad;  New 
Orleans  &  Northeastern  Railroad,  St.  Louis-San  Francisco  Railway  Com¬ 
pany;  St.  Louis  Southwestern  Railway  Lines;  Southern  Pacific  Company; 
Southern  Railway  System;  Texas  and  New  Orleans  Railroad  Company; 
Texas  and  Pacific  Railway  Company;  and  Yazoo  &  Mississippi  Valley 
Railroad  Company. 
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of  Justice  which  opposed  an  award  to  Southern  Bus  ill 
the  original  proceeding  on  the  grounds  of  monopoly  ana 
restraint  of  competition  did  not  participate  at  the  hear¬ 
ing  in  the  reopened  case. 

Eastern’s  contention  that  it  would  be  difficult  for  either 
the  Board  or  the  Interstate  Commerce  Commission,  as  sep¬ 
arate  regulatory  agencies,  to  determine  how  expenses 
should  be  allocated  between  the  Airline  and  the  Bus  divi+ 
sions  of  Southern  Bus  is  not  well  founded.  The  determinf 
ing  of  mail  payments  was  originally  under  the  ICC  and! 
since  the  Board  uses  the  Commission’s  reports  for  prece¬ 
dents  there  is  similarity  in  the  methods  followed  by  both 
agencies  in  computing  revenues,  expenses,  and  investment^ 
Allocation  of  costs  between  different  divisions  is  merely 
an  accounting  procedure  and  such  problems  constantly 
confront  the  Board  in  dealing  with  air  carriers  conducting 
domestic  and  international  operations  and  independent 
businesses  such  as  manufacturing,  fixed  base  operationsL 
and  restaurants. 

In  several  cases  the  Board  found  that  certain  disadvan¬ 
tages  or  limitations  in  either  the  plan  or  the  fitness  of 
surface  carrier  applicants  were  determinative  of  the  denial 
of  their  proposals.  An  examination  of  these  cases  revealk 
that  none  of  these  objections  appear  to  apply  to  Southe 
Bus.  In  the  North  Atlantic  Route  case  58  Moor 
1858  McCormack  Lines,  Inc.,  a  steamship  company,  ap¬ 
plied  for  an  air  route  across  the  North  Atlantic.  I: 
denying  this  application,  the  Board  found  that  while  thij 
company  had  access  to  financial  resources  necessary  for  its 
proposed  air  service  and  was  presently  a  going  steamship 
transportation  organization  engaged  in  North  Atlantic 
trade,  it  was  without  operating  experience  in  the  field  of 
air  transportation.  Again,  in  the  original  decision  in  the 
Southeastern  States  Case,  the  Board  denied  the  applica¬ 
tion  of  Virginia  Stage  Lines,  Inc.,  for  much  the  same  red- 


58  Northeast  Air.  et  al.,  North  Atlantic  Routes,  6  C.A.B.  319  (1945). 
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son.59  In  contrast,  Southern  Bus  operated  a  scheduled 
feeder  type  air  service  for  a  period  of  11  y2  months  in  the 
area  encompassed  by  this  proceeding,  and  at  the  time  of 
the  reopened  hearing  no  other  applicant,  with  the  excep¬ 
tion  of  Trans-Texas,  had  as  much  experience  in  scheduled 
air  or  in  any  other  form  of  transportation  in  the  region. 

On  brief,  Eastern  also  interposed  the  objection  frequent¬ 
ly  raised  that  a  conflict  of  interests  would  arise  from  the 
participation  of  surface  carriers  in  air  transportation  and 
that  such  conflict  would  discourage  the  development 
1859  of  air  transportation.  In  the  Latin  American  Air 
Service  case,  supra, 60  this  objection  was  undoubt¬ 
edly  of  considerable  importance  in  disposing  of  the  ap¬ 
plications  of  the  steamship  companies  and  deserves  con¬ 
siderable  weight  where  the  applicant’s  proposed  air  opera¬ 
tion  would  in  fact  be  competitive  with  its  surface  opera¬ 
tion.  This  objection  provokes  little  apprehension  here, 
however,  because  it  does  not  appear  that  Southern  Bus’ 
surface  and  recommended  air  transportation  would  be  in 
any  sense  competitive.  On  brief,  Southern  Bus  points  out 
that  its  proposed  air  route  service  rates  are  5.5  cents  per 
mile  whereas  its  bus  fares  average  approximately  2.0  per 
mile.  It  submitted  the  table  below  to  compare  the  sea  with 


59  At  page  899.  “Virginia  Airways  is  the  name  of  the  aviation  division 
of  Virginia  Stage  Lines,  Inc.,  a  Virginia  corporation  operating  motor 
vehicles  over  1,737  miles  of  routes  in  Virginia  and  North  Carolina,  and 
extending  to  the  District  of  Columbia  ....  There  can  be  doubt  of  .  .  . 
sincerity  and  good  faith  in  desiring  to  establish  an  air  transport  opera¬ 
tion.  However,  Virginia  Airways  has  never  been  engaged  in  any  phase 
of  aeronautics,  and  from  the  standpoint  of  comparative  fitness  and 
ability  we  do  not  believe  that  this  applicant  is  as  well  qualified  ...  as 
other  applicants  who  have  had  substantial  aviation  experience  ...” 

60  At  page  903  the  Board  stated:  “A  major  objection  to  reliance  upon 
the  claimed  advantages  of  the  combined  sea-air  service  plan  under  a  single 
management  and  ownership  in  determining  the  comparative  public  in¬ 
terest  in  the  selection  of  a  carrier  to  render  an  air  service  is  that  at  times 
it  will  be  incompatible  with  the  promotional  and  competitive  objectives 
which  have  been  made  the  subject  of  an  express  mandate  of  the  Congress 
to  the  Civil  Aeronautics  Board  ....  Nor  would  it  be  reasonable  to  suppose 
that  in  any  conflict  of  interest  between  their  two  transportation  arms  the 
issue  would  be  resolved  in  favor  of  the  air  arm  with  its  relatively  small 
investment  and  against  its  sea  transportation  with  its  relatively  large 
investment  to  support.  Here  we  find  revealed  an  inherent  conflict  of  in¬ 
vestment  interests  which  frequently  arises  where  the  same  company 
undertakes  different  business  activities.” 
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air  fares  on  the  routes  proposed  by  Grace,  Mooremack  and 
Waterman  in  the  Latin  American  Air  Service  case,  supra, 
and  to  contrast  such  relationships  with  that  which 

1860  would  exist  between  the  bus  and  air  fares  on  some 
of  Southern  Bus’  proposed  routes.61 

In  the  Hawaiian  Case  02  the  Board  denied  the  applica¬ 
tion  of  Matson  Navigation  Co.  for  air  routes  between  Cali¬ 
fornia  and  Honolulu  because  of  its  dominant  position  anct 
its  control  of  steamship  travel,  freight  traffic,  anc 

1861  hotel  facilities  in  Hawaii  would  have  an  undesirable 
competitive  advantage  over  Pan  American.  This 

objection  is  obviously  inapplicable  to  Southern  Bus  nol; 
only  because  there  is  no  other  airline  with  which  it  would, 
be  competing  but  by  reason  of  its  not  having  the  same 
control  over  traffic  sources  as  that  held  by  Matson.  South  ¬ 
ern  Bus  operates  no  hotels  and  provides  no  other  trans  ¬ 
portation  which  is  competitive  on  either  a  price  or  an  ac  ¬ 
commodation  basis  with  its  proposed  air  service,  nor  ob¬ 
viously  does  it  have  a  monopoly  of  surface  transportation 
in  the  area. 

The  applications  of  surface  carriers  also  have  been  de  ¬ 
nied  by  the  Board  because  the  routes  proposed  differed. 

61 

SEA-AIR  RATE  COMPARISONS  ON  PROPOSED  ROUTES 


Surface  carrier 

Steamship 

Air 

Sea 

applicant 

Proposed  routes 

fare 

fare 

to  air 

Grace 

New  York  to  Caracas 

$245 

$209 

117% 

New  York  to  Balboa 

230 

185.70 

124% 

Moore-McCormack 

New  York  to  Buenos 

Aires 

575 

585 

984 

New  York  to  Rio  de 

1 

Janiero 

500 

489 

102  d 

Waterman 

New  Orleans  to  San  Juan 

100 

108.45 

93% 

BUS-AIR  RATE  COMPARISONS  ON  PROPOSED  ROUTES 

Surface  carrier 

SBL  bus  SBL  air 

Bus 

applicant 

Proposed  routes 

fare 

fare 

to  ail 

Southern  Bus 

Memphis  to  New  Orleans 

$6.80 

$25.30 

274 

Columbus  to  New  Orleans  5.75 

15.62 

37% 

Vicksburg  to  Meridian 

2.80 

6.66 

42% 

Mobile  to  Meridian 

2.96 

9.90 

30% 

Shreveport  to  New  Orleans  6.25 

19.42 

32% 

Monroe  to  New  Orleans 

5.65 

12.05 

474 

62  Hawaiian  Case,  7  C.A.B.  83  (1946). 
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greatly  from  those  which  the  Board  concluded  to  be  re¬ 
quired  by  the  public  convenience  and  necessity.  In  the 
Texas-Oklahoma  Case,  supra,  the  Board  found  that  the 
applicant  would  be  unable  to  effectuate  its  plan  of  integra¬ 
tion  on  a  different  route  pattern.63  Again,  in  the 
1862  original  decision  the  Board  denied  the  application 
of  Southern  Bus  and  two  other  surface  carriers  in 
part  for  much  the  same  reason.  The  basic  route  pattern 
proposed  by  Southern  Bus  in  the  reopened  proceeding  is 
identical  with  that  previously  designated  by  the  Board  and 
very  similar  to  the  routes  recommended.  Moreover,  from 
an  operational  point  of  view  and  from  traffic  considera¬ 
tions  neither  the  recommended  routes  nor  those  previously 
designated  would  be  an  inseparable  part  of  Southern  Bus’ 
operation.  A  map  submitted  for  the  record  of  Southern 
Bus’  surface  routes  shows  that,  with  the  exception  of 
Houma,  it  not  only  serves  all  of  the  points  for  which  air 
service  is  recommended  but  also  every  important  trading 
center  in  the  area  embraced  by  this  proceeding. 

In  two  other  cases  64  the  applications  of  surface  carriers 
were  denied  on  the  ground  that  they  could  not  operate  the 
proposed  route  as  economically  as  an  existing  air  line.  In 
the  South  Atlantic  Route  case  the  Board  concluded  that 
Pan  American  could  operate  the  required  route  at  less  cost 
than  a  new  air  carrier  because  such  routes  integrated  with 


03  At  p.  526  the  Board  said :  “The  proposal  of  Eagle  is  described  as  one 
contemplating  local  and  feeder  service  designed  solely  for  the  territory 
now  served  by  the  parent  companies,  Texas  and  Pacific  Railway  and  the 
Missouri  Pacific  Lines.  Its  proposed  air  operation  with  minor  exceptions 
parallels  its  rail  operations,  and  it  states  that  it  desires  the  right  to 
serve  communities  by  air  which  it  now  serves  by  rail  and  by  highway, 
and  that  such  operations  would  be  supplementary  to  the  operations  of 
the  railroads  in  the  use  of  facilities  and  personnel.  It  is  apparent  that 
its  proposal  is  intended  to  be  an  integral  part  of  its  surface  transportation 
operations.  There  is  a  wide  divergence  between  the  routes  involved  in  its 
proposal  and  those  which  we  have  found  are  required.  In  view  of  the 
purpose  of  the  railroads  and  of  Eagle  to  conduct  an  integrated  operation, 
Eagle  would  be  handicapped  in  attempting  to  provide  the  service  over 
the  routes  which  we  have  found  required.  We  are  therefore  of  the  opinion 
that  operation  of  the  routes  found  required  by  some  of  the  other  appli¬ 
cants  herein  would  be  more  in  the  public  interest.” 

64  American  Overseas  et  al..  South  Atlantic  Routes ,  7  C.A.B.  285,  307-8; 
Pacific  Northwest-Hawaii  Case,  9  C.A.B.  414  (1948). 
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existing  air  routes  and  denied  the  applications  of  Ameri¬ 
can  South  African  Line,  Ltd.  and  Seas  Shipping  Company, 
Inc.  In  the  Pacific  Northwest-Hawaii  Case,  supra,  the  a  p¬ 
plication  of  Matson  Navigation  was  denied  for  very  much 
the  same  reason,  the  Board  concluding  at  page  430 

1863  that  “The  authorization  of  Matson  would  provide 
some  public  benefits  not  offered  by  other  applicants 

but  these  benefits  could  be  attained  only  at  a  greater  njt 
cost  to  the  Government  than  if  either  Northwest  or  Pan 
American  were  authorized,  and  furthermore  these  public 
benefits  do  not  outweigh  those  offered  by  either  Pan  Ameri¬ 
can  or  Northwest.” 

In  its  original  decision  the  Board  partly  denied  the  ap¬ 
plication  of  Southern  Bus  because  it  appeared  that  its 
sole  interest  might  not  be  the  promotion  of  the  air  routes 
it  sought  to  operate.  Southern  Bus  maintains  that  air  car¬ 
riers  and  fixed  base  operators  can  become  very  extended 
and  fail  to  accomplish  the  job  which  in  the  days  of  tlie 
Board’s  earlier  local  feeder  hearings  they  proposed  to  co 
and  that  whatever  merit  this  “sole  interest”  argument  may 
have  it  should  be  recognized  as  working  both  ways.  It  main¬ 
tains  that  it  is  not  true  that  the  sole  interest  of  the  other 
applicants  in  this  case  would  be  the  promotion  of  a:ir 
transportation  in  the  Lower  Mississippi  Valley.  It  points 
out  that  Magnolia  and  its  officers  might  continue  to  be  in¬ 
terested  in  their  fixed  base  operation;  Southern  Airways, 
as  the  largest  fixed  base  operation  in  the  South,  would  not 
only  be  interested  in  these  services  but  also  in  operating  the 
route  system  awarded  it  in  the  Southeastern  States  Case; 
and  that  Trans-Texas  for  some  time  will  be  concerned 
with  similar  activities  and  with  its  feeder  routes  in  tie 
State  of  Texas,  the  greater  portion  of  which  is  somewhat 
removed  from  the  area  here  under  consideration. 

1864  As  Southern  Bus  points  out,  it  has  already  dem¬ 
onstrated  that  it  can  operate  scheduled  airline  serv¬ 
ice  efficiently  and  economically  and  at  the  same  time  engage 
in  motor  transportation.  On  the  other  hand,  the  record  in¬ 
dicates  that  two  of  the  other  applicants,  namely,  Trans- 
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Texas  and  Southern,  are  involved  in  many  complex  prob¬ 
lems  relating  to  their  present  experimental  air  transport 
services.  Trans-Texas’  certificate  will  expire  in  May  1950. 
Southern  Airways  only  recently  inaugurated  service  over 
routes  for  which  it  was  designated  in  April  1947.  Upon 
almost  similar  conditions,  the  Board  denied  the  applica¬ 
tion  of  Southwest  Airways  Company  in  the  Los  Angeles 
Helicopter  Case.65 

Experience  to  be  gained  from  the  certification  of  any 
one  of  the  other  applicants  herein  would  be  largely  cumu¬ 
lative  or  duplicative  of  that  of  which  the  Board  presently 
has  knowledge.  In  contrast,  Southern  Bus  is  in  the  unique 
position  of  being  able  to  provide  a  new  and  different  type 
of  feeder  service.  The  importance  of  experimenting  with 
new  ideas  was  recognized  by  the  Board  in  the  case  of  Air 
Commuting,  Inc.,  New  York  City  Area  66  where  the  Board 
at  page  5  said  : 

“It  is  of  considerable  public  interest  that  new  types  of 
scheduled  air  transportation  be  fostered  when  cir¬ 
cumstances  portend  economic  success.” 

1865  And,  more  recently  in  the  Air  Freight  Case, 
Dockets  Nos.  810  et  al.  and  730  et  al.,  decided  July 
29,  1949,  the  Board  in  certificating  Airnews,  Inc.,  at  page 
56  of  the  mimeographed  opinion  stated  that  “The  novel 
aspect  of  the  proposal  is  that  it  is  designed  to  offer  a  com¬ 
bined  air  and  truck  operation.  In  addition  to  the  6  cities 
to  be  served  directly  by  air,  50  other  points  in  the  general 
vicinity  of  the  air  stops  would  be  afforded  coordinated  serv¬ 
ice  through  the  use  of  trucking  facilities  to  be  owned  and 
operated  by  the  applicant  company.” 

In  1944  Southern  Bus  operated  over  568,594,000  bus  pas¬ 
senger-miles  and  carried  over  20,000,000  passengers.  It 
has  progressed  through  the  years  and,  significantly  it  has 
come  forward  in  two  proceedings  before  the  Board  pre¬ 
pared  to  invest  a  substantial  amount  of  money  in  an  effort 
to  develop  a  coordinated  feeder  air-bus  service.  In  the 


65  8  C.A.B.  92  (1947). 
6«8  C.A.B.  1  (1947). 
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light  of  its  record  of  successful  highway  operations,  it  do^s 
not  seem  reasonable  to  suppose  that  management  would 
make  a  substantial  investment  in  equipment  and  facilities 
in  an  airline  and  follow  a  different  course  of  action  in  such 
operation.  Southern  Bus’  certificate  would  be  temporary 
and  unless  its  experimental  operation  in  local  feeder  atr 
service  were  to  show  a  justifiable  expectation  of  success 
under  honest  and  efficient  management — and  this  is  a  man¬ 
date  to  “make  money  or  else” — Southern  Bus  could  not 
expect  further  deference  at  the  hands  of  the  Board. 

The  second  question  raised  by  Southern  Bus’  applica¬ 
tion  relates  to  its  relationship  to  Transcontinental.  East¬ 
ern  has  taken  the  position  that  the  acquisition  and  control 
of  Southern  Bus  by  Transcontinental  gives  rise  |o 
1866  evils,  which  prevent  its  certification  from  being  ^n 
the  public  interest.  It  is  clear  as  a  matter  of  law  that 
the  Board  is  not  prevented  from  granting  a  certificate  to 
Southern  Bus  even  though  the  relationship  between  it  and 
Transcontinental  should  eventually  be  found  to  be  con¬ 
trary  to  the  public  interest.  In  the  event  of  a  grant  <|)f 
such  a  certificate,  this  relationship  is  one  that  would  event¬ 
ually  be  required  to  be  passed  upon  by  the  Board  pursuant 
to  the  requirements  of  section  408.  It  has  been  established 
by  court  decision  that  the  Board  may  deal  separately  with 
the  issuance  of  a  certificate  and  any  section  408  question 
that  arises  from  the  control  of  an  applicant.67  The  record 
in  this  case  does  not  include  an  application  for  approval 
of  the  control  relationship  between  Southern  Bus  and 
Transcontinental  pursuant  to  section  408.  The  examiner 
and  the  Board  are  therefore  not  required  to  determine 
whether  such  relationship  is  in  the  public  interest  as  a 


condition  precedent  to  the  grant  of  a  certificate  to  Southern 
Bus.  However,  the  record  discloses  no  apparent  disadvan¬ 
tages  which  would  result  from  this  control  relationship. 

67  Pan  American  Airways  Company  v.  Civil  Aeronautics  Board  and 
American  Export  Airlines,  Inc.,  121  F.  (2d)  810  (C.C.A.  2nd,  1941).  Also 
see  TACA,  S.A.,  Air  Carrier  Permits,  Docket  No.  3016,  decided  February 
11, 1949. 
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The  third  question  raised  by  the  relationship  between 
Southern  Bus  and  Transcontinental  is  whether  or  not,  as  a 
matter  of  policy,  a  certificate  should  be  granted  to  Southern 
Bus  in  the  light  of  the  possibility  that  the  grant  may  be 
rendered  fruitless  by  a  subsequent  order  of  the 

1867  Board  in  a  section  408  proceeding  requiring  Trans¬ 
continental  to  divest  itself  of  control  of  Southern 

Bus.  This  possibility  must  be  recognized  in  the  light  of 
the  strict  legal  requirements  of  the  second  proviso  of  sec¬ 
tion  408  (b)  which  are  applicable  to  such  a  relationship.  If 
Southern  Bus  were  merely  a  corporate  shell  with  all  of  its 
assets  and  property  being  held  by  Transcontinental,  then 
the  possibility  of  an  ultimate  divestiture  would  negate  the 
public  interest  aspects  of  Southern  Bus’  application  here¬ 
inbefore  found  to  exist.  However,  this  is  not  the  situation. 
Southern  Bus  is  an  operating  company  with  assets  and  an 
organization  of  its  own  which  make  it  fit,  willing,  and  able 
to  conduct  the  air  transport  operation  for  which  it  is  an 
applicant,  even  though  Transcontinental  should  divest  its 
control.  In  these  circumstances  it  would  not  appear  proper 
for  the  examiner  to  indulge  in  speculation  as  to  the  ultimate 
outcome  of  a  section  408  proceeding,  or  the  choice  to  be 
made  by  Southern  Bus  and  Transcontinental  in  the  event 
of  a  divestiture  order. 

As  heretofore  noted,  Southern  Bus  is  a  Louisiana  cor¬ 
poration.  According  to  a  sworn  statement  submitted  for 
the  record  the  secretary  of  Southern  Bus  has  affidavits  in 
his  possession  evidencing  the  citizenship  of  the  president 
and  managing  officers  of  the  company  and  that  all  of  the 
capital  stock  of  Southern  Bus  is  owned  and  controlled  by 
citizens  of  the  United  States.  It  is  therefore  concluded  that 
Southern  Bus  is  a  citizen  within  the  meaning  of  section  1 
(13)  of  the  Act. 

1868  Investigation 

Meridian-Hattiesburg. — In  the  Boston-New  Tork-Atlan- 
ta-New  Orleans  Case  68  the  Board  in  extending  Delta  from 
Meridian  to  New  Orleans  via  Hattiesburg  stated  that 


88  9  C.A.B.  38,  56  (1948). 
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‘‘While  we  authorized  service  to  Meridian  and  Hatties¬ 
burg  by  Southern  Airways  Company  in  our  recent  decision 
in  the  Mississippi  Valley  Case,  that  service  was  authorised 
in  order  to  meet  the  needs  of  this  area  for  local  service,  and 
is  to  be  distinguished  from  Delta’s  proposed  operations 
which  will  meet  Hattiesburg’s  need  for  through  or  trunk¬ 
line  service.”  Feeder-line  service  has  never,  of  coui-se, 
been  operated  between  these  points  but  the  Board  does  h  ive 
the  benefit  of  experience  obtained  by  Delta  in  serving  thorn. 
During  the  month  of  September  1948,  208  air  passengers 
traveled  to  and  from  Hattiesburg.  Of  this  total,  3  traveled 
to  and  from  Meridian  and  39  to  and  from  New  Orleans. 

Since  inaugurating  service  at  Hattiesburg  Delta  has  pro¬ 
vided  only  one  round  trip  daily.  The  Board  has  stated  tfiat 
as  a  general  rule  adequate  service  requires  at  least  2  d^ily 
round  trips  over  each  segment  of  a  route.69  It  would  thus 
appear  that  the  type  of  scheduling  presently  provided  E!at- 
tiesbury  does  not  meet  the  primary  needs  of  that  city 
1869  for  air  transportation.  Perhaps  Delta’s  failure  to 
provide  more  service  is  not  due  to  any  intention  on 
its  part  to  deny  Hattiesburg  the  type  of  service  needed .  to 
develop  local  traffic  but  rather  to  the  necessity  for  a  trunk¬ 
line  carrier  to  concentrate  upon  larger  cities  and  richer 
route  segments. 

Authorization  of  additional  service  is  not  the  sole  method 
for  obtaining  adequate  service  and  in  certain  circumstances 
it  may  appear  that  Board  action  pursuant  to  section  404(a) 
directed  to  requiring  existing  carriers  to  improve  tljieir 

he 


service  would  be  the  soundest  procedure  to  follow, 
rendering  of  adequate  service  does  not,  however,  appear 
to  be  the  only  problem  involved  here.  In  determiningjthe 
certification  of  existing  trunk-line  carriers  or  independent 
new  operators,  the  Board  stated  in  the  West  Coast  Case: 


“While  recognizing  that  the  existing  scheduled 
riers  could  provide  service  to  additional  cities  thro 


car- 

igh 


69  Pioneer  A.  L.,  Amendment ,  7  C.A.B.,  469,  473  (1946);  Texas-Okla- 
homa  Case,  7  C.A.B.,  481,  529  (1946)  ;  North  Central  Case,  7  C.A.B.,  639, 
680  (1946). 
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amendment  of  their  existing  certificates,  we  do  not  be¬ 
lieve  that  in  the  present  developmental  and  experimen¬ 
tal  stage  of  this  type  of  service  it  should  be  entrusted 
to  a  carrier  whose  primary  objectives  are  in  provid¬ 
ing  trunk-line  service  of  a  long-haul  nature.  In  view 
of  the  limited  traffic  potentialities  of  the  smaller  cities 
to  be  served,  an  unusual  effort  will  be  required  to  de¬ 
velop  the  maximum  traffic.  Greater  effort  and  the  ex¬ 
ercise  of  managerial  ingenuity  may  be  expected  from 
an  independent  local  operator  whose  continuation  in 
the  air  transportation  business  will  be  dependent  upon 
the  successful  development  of  traffic  at  these 
1870  cities  and  the  operation  on  an  economical 
basis.’ ’  70 

Delta’s  experience  at  Hattiesburg  seemingly  bears 
out  these  considerations.  While  the  Board  may  by  admin¬ 
istrative  fiat  require  Delta  to  increase  its  service  at  Hat¬ 
tiesburg  it  would  be  difficult  to  require  the  unusual  effort 
necessary  on  the  part  of  that  carrier  to  develop  fully  the 
maximum  local  traffic  at  this  smaller  city.  On  the  other 
hand  it  would  appear  that  fully  adequate  service  could  be 
obtained  and  the  maximum  traffic  generated  at  Hattiesburg 
only  if  an  independent  local  feeder  operator  were  certifi¬ 
cated. 

Substantial  improvements  could  be  achieved  in  the  rec¬ 
ommended  route  pattern  by  the  designation  of  local  feeder¬ 
line  service  between  Meridian  and  Jackson,  between  Merid¬ 
ian  and  Hattiesburg,  and  between  Hattiesburg  and  New 
Orleans.  None  of  these  segments  has  generated  a  substan¬ 
tial  volume  of  traffic  and  it  is  clear  that  the  available  traffic 
is  insufficient  to  warrant  duplicating  Delta’s  service.  That 
carrier’s  revenues  have  not  perhaps  exceeded  its  out-of- 
pocket  costs  of  serving  these  stations  sufficiently  to  afford 
profitable  operations  between  these  points.  The  traffic 
presently  served  obviously  is  not  of  great  importance  to 
Delta’s  system  and  it  seems  probable  that  the  suspension 


70  6  C.A.B.  961,981  (1946). 


693 


of  its  service  at  these  points  would  benefit  that  carrier. 
Moreover,  the  air  transportation  needs  of  these  cities  ap¬ 
pear  to  be  of  the  character  that  should  be  rendered  by  a 
feeder-line  carrier. 

While  not  an  issue  in  this  proceeding,  Delta’s  service  be¬ 
tween  Meridian  and  Jackson  and  at  Hattiesburg  appeals 
uneconomic  enough  to  suggest  the  need  for  tjie 
1871  Board’s  considering  in  a  further  proceeding  an  in¬ 
quiry  under  section  401(h)  of  the  Act  in  the  eve|nt 
it  authorizes  the  service  recommended  herein  to  deter¬ 
mine  whether  the  public  convenience  and  necessity  require 
temporary  suspension  of  Delta’s  service  at  Meridian  on 
route  No.  24  between  Montgomery  and  Jackson  and  at 
Hattiesburg  and  the  substitution  therefor  of  feeder-li^ie 
service  looking  to  the  provision,  among  other  things,  of  an 
improved  local  Meridian-Memphis  service  and  the  full  de¬ 
velopment  of  local  service  at  Hattiesburg. 

Recommendations 

In  accordance  with  the  foregoing  findings  and  conclu¬ 
sions,  and  upon  the  basis  of  all  the  facts  of  record,  it  is 
recommended : 

1.  That  Southern  Bus  Lines,  Inc.,  be  granted  a  tem¬ 
porary  certificate  of  public  convenience  and  necessity  au¬ 
thorizing  the  transportation  of  persons,  property,  and  mail 
for  a  period  of  3  years  over  four  routes,  as  follows : 

(a)  Between  the  terminal  points  Memphis,  Tenn., 
and  New  Orleans,  La.,  via  the  intermediate  points 
Clarksdale,  Miss.,  Greenville,  Miss.,  and  beyond  Green¬ 
ville,  Miss.  (1)  Vicksburg,  Miss.,  Jackson,  Mi$s., 
Natchez,  Miss.,  and  Baton  Rouge,  La.  (2)  Monroe,  Ija., 
and  Natchez,  Miss. 

(b)  Between  the  terminal  points  Jackson,  Miss.,  and 
Mobile,  Ala.,  via  the  intermediate  points  Hattiesburg, 
Miss.,  and  Laurel,  Miss. 

(c)  Between  the  terminal  points  Shreveport,  La., 
and  Monroe,  La.,  via  the  intermediate  points  Natchi- 
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1872  todies,  La.,  Lake  Charles,  La.,  and  Alexandria,  La. 

(d)  Between  the  terminal  points  Lake 
Charles,  La.,  and  New  Orleans,  La.,  via  the  intermedi¬ 
ate  points  Crowley,  La.,  Opelousas,  La.,  Baton  Rouge, 
La.,  and  Houma,  La. 

2.  That  the  Board  find  that  Southern  Bus  Lines,  Inc., 
is  a  citizen  of  the  United  States,  within  the  meaning  of  the 
Act,  and  is  fit,  -willing,  and  able  properly  to  perform  the  air 
transportation  service  recommended,  and  to  conform  to 
the  provisions  of  the  Act  and  to  the  rules,  regulations, 
and  requirements  of  the  Board  thereunder ; 

3.  That  the  applications  of  Magnolia  Airways  and  Avia¬ 
tion  Co.,  Docket  No.  2106,  Southern  Airways,  Inc.,  Dockets 
Nos.  1774  and  3408,  Trans-Texas  Airways,  Docket  No.  1520, 
and  Chicago  and  Southern  Air  Lines,  Inc.,  Docket  No.  998, 
be  denied. 

4.  That  the  application  of  National  Airlines,  Inc., 
Docket  No.  1384,  be  dismissed. 

5.  That  the  Board  institute  an  inquiry  under  section 
401(h)  of  the  Act  in  the  event  it  authorizes  the  service 
recommended  in  paragraph  1  above  to  determine  whether 
the  public  convenience  and  necessity  require  temporary 
suspension  of  the  service  of  Delta  Air  Lines,  Inc.,  at  Mer¬ 
idian  on  route  No.  24  between  Montgomery  and  Jackson 
and  at  Hattiesburg  and  the  substitution  therefor  of  feeder¬ 
line  service. 

6.  That  the  application  of  Southern  Bus  Lines,  Inc.,  in 
all  other  respects  be  denied. 
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Appendix  No.  1 


ANALYSIS  OF  SURFACE  TRANSPORTATION  BE! 
TWEEN  CITIES  ON  THE  BOARD'S  ROUTE  PAT 
TERN  FINDINGS  IN  THE  LOWER  MISSISSIPP 
VALLEY  (ONE  CARRIER  SERVICE  EXCEPT 

WHERE  NOTED) 


Bail  Bus 


Air  miles* 

No.  of 

No.  of 

schedules 

Time 

schedules 

Between  Memphis  and 

• 

• 

Clarksdale 

72 

4 

2:00 

22 

Greenville 

134 

4 

4:20 

10 

Vicksburg 

209 

2 

7:45 

8 

Jackson 

248 

8 

3:33 

33 

Natchez 

335 

— 

— 

5 

Baton  Bouge 

409 

2 

13:35 

9 

New  Orleans 

485 

10 

6:28 

19 

Between  Clarksdale  and : 

Greenville 

62 

4 

2:17 

16 

Vicksburg 

137 

2 

5:45 

8 

Jackson 

176 

— 

— 

20 

Natchez 

263 

— 

— 

5 

Baton  Bouge 

337 

2 

10:35 

8 

New  Orleans 

413 

2 

13:30 

11 

Between  Greenville  and : 

Vicksburg 

75 

2 

2:50 

14 

Jackson 

114 

— 

— 

9 

Natchez 

201 

— 

— 

5* 

Baton  Bouge 

275 

2 

7:40 

9 

New  Orleans 

351 

2 

10:35 

10 

Between  Vicksburg  and : 

Jackson 

39 

2 

1:20 

32 

Natchez 

126 

— 

— 

8 

Baton  Bouge 

200 

2 

4:30 

6 

New  Orleans 

276 

2 

7:25 

21 

Between  Jackson  and: 

Natchez 

87 

— 

— 

8 

Baton  Bouge 

161 

— 

— 

17 

New  Orleans 

237 

12 

2:52 

20 

Between  Natchez  and: 

Baton  Bouge 

74 

— 

— 

10 

New  Orleans 

150 

— 

— 

10 

Between  Baton  Bouge  and : 

New  Orleans 

76 

12 

1:40 

48 

*  Via  all  points  on  routing  in  original  Board  decision. 


Time 


1:65 
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Rail  Bus 


Air  miles* ** 

Between  Memphis  and: 

No.  of 
schedules 

Time 

No.  of 
schedules 

Time 

Tupelo 

83 

4 

2:25 

26 

2:10 

Columbus 

139 

— 

— 

8 

4:59 

Meridian 

220 

— 

— 

20 

6:45 

Jackson 

307 

8 

3:33 

33 

4:30 

Laurel 

271 

— 

— 

12 

7:35 

Hattiesburg 

301 

2 

6:18 

10 

7:55 

Bogalusa 

343 

— 

— 

6 

10:00 

Mobile 

387 

— 

12 

11:05 

Gulfport 

440 

2 

9:05 

11 

9:45 

Biloxi 

440 

2 

9:50 

11 

10:20 

New  Orleans 

410 

10 

6:28 

18 

10:25 

Between  Tupelo  and: 

Columbus 

56 

2 

2:25 

12 

1:50 

Meridian 

137 

4 

3:22 

2 

5:23 

Jackson 

224 

— 

— 

7 

7:10 

Laurel 

188 

— 

2 

7:03 

Hattiesburg 

218 

— 

— 

2 

7:55 

Bogalusa 

260 

— 

— 

2 

11:37 

Mobile 

304 

2 

6:52 

2 

9:30 

Gulfport 

357 

— 

— 

6 

12:38 

Biloxi 

357 

— 

— 

6 

13:03 

New  Orleans 

Between  Columbus  and 

327 

1: 

*• 

2 

**  11:55 

Meridian 

81 

_ 

— 

4 

2:33 

Jackson 

168 

— 

— 

16 

5:05 

Laurel 

132 

— 

— 

4 

4:13 

Hattiesburg 

162 

— 

- 

4 

5:05 

Bogalusa 

204 

— 

— 

3 

8:57 

Mobile 

248 

— 

— 

4 

6:30 

Gulfport 

301 

— 

— 

7 

10:05 

Biloxi 

301 

— 

— 

7 

10:30 

New  Orleans 

Between  Meridian  and 

271 

• 

■ 

" 

3 

9:05 

Jackson 

87 

2 

2:40 

20 

2:00 

Laurel 

51 

6 

1:05 

12 

1:25 

Hattiesburg 

81 

6 

1:40 

12 

2:15 

Bogalusa 

123 

— 

— 

6 

4:50 

Mobile 

167 

2 

3:15 

8 

3:30 

Gulfport 

220 

— 

— 

9 

5:01 

Biloxi 

220 

— 

— 

9 

5:34 

New  Orleans 

190 

6 

4:10 

12 

5:50 

1875 

Between  Jackson  and : 

Laurel 

138 

— 

8 

2:20 

Hattiesburg 

168 

2 

2:45 

12 

2:20 

Bogalusa 

210 

2 

2:34 

6 

3:20 

Mobile 

254 

_ 

— 

6 

5:15 

Gulfport 

307 

2 

4:45 

12 

4:03 

*  Yia  all  points  on  routing  in  original  Board  decision. 

**  Two-Carrier  connecting  service. 

Source:  Russell's  Official  Motor  Coach  Guide — August  1949. 

The  Official  Guide  of  the  Railways — September  1949. 
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Bail 


Bus 


Air  miles* 

Between  Jackson  and : 


Biloxi  307 

New  Orleans  277 

Between  Laurel  and : 
Hattiesburg  30 

Bogalusa  72 

Mobile  116 

Gulfport  169 

Biloxi  169 

New  Orleans  139 

Between  Hattiesburg  and: 
Bogalusa  42 

Mobile  86 

Gulfport  139 

Biloxi  139 

New  Orleans  109 

Between  Bogalusa  and: 
New  Orleans  67 

Between  Mobile  and: 
Gulfport  53 

Biloxi  53 

New  Orleans  130 

Between  Gulfport  and: 

New  Orleans  77 

Between  Biloxi  and : 

New  Orleans  77 

Between  Greenwood  and : 
Clarksdale  57 

Greenville  55 

Tupelo  124 

Columbus  113 


No.  of 

No.  of 

chedules 

Time 

schedules 

2 

5:40 

12 

12 

2:52 

20 

6 

3:5 

18 

— 

— 

6 

— 

14 

— 

10 

— 

— 

10 

6 

3:05 

16 

6 

— 

— 

6 

2 

1:56 

12 

2 

2:46 

12 

6 

2:33 

16 

2 

1:50 

8 

10 

1:21 

30 

10 

1:07 

28 

12 

3:06 

34 

10 

1:27 

32 

10 

1:44 

30 

10 

— 

— 

10 

— 

— 

4 

— 

— 

10 

Tin|e 

4:2(8 

5:25 


:49 

2:57 

2:20 

3:07 

3:40 

4:25 


2:05 

2:25 

1:40 

2:05 

3:22 


2:05 


2:10 

1:J0 

4:05 

lu.9 

2:00 


1: 

4:49 
3: 


♦Via  all  points  on  routing  in  original  Board  decision 
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Number  of  March  and  September  1948  round-trip  pas¬ 
sengers  per  day  and  the  present  and  proposed  mileages 
between  the  points  designated  on  the  Board’s  route  pat¬ 
tern  and  additional  points  sought  to  be  served  by  the 
applicants. 

Mileages  Passengers 

Present  Proposed  The  board's  route  pattern  March  1948  Sept.  1948 


162 

237 

New  Orleans — Jackson 

470 

434 

352 

485 

New  Orleans — Memphis 

796 

698 

65 

65 

New  Orleans — Baton  Rouge 

218 

229 

130 

130 

New  Orleans — Mobile 

581 

980 

77 

77 

New  Orleans — Gulfport 

23 

186 

190 

New  Orleans — Meridian 

5 

47 

190 

248 

Jackson — Memphis 

333 

353 

227 

161 

Jackson — Baton  Rouge 

13 

5 

292 

254 

Jackson — Mobile 

4 

10 

87 

87 

J  ackson — Meridian 

68 

73 

482 

387 

Memphis — Mobile 

28 

40 

417 

409 

Memphis — Baton  Rouge 

11 

9 

Additional  Routes  proposed  by  Southern 

Bus  and  Trans-Texas 

174 

174 

New  Orleans — Lake  Charles 

201 

249 

272 

349 

New  Orleans — Shreveport 

958 

898 

271 

225 

New  Orleans — Monroe 

32 

47 

309 

160 

Baton  Rouge — Monroe 

4 

2 

121 

121 

Baton  Rouge — Lake  Charles 

124 

126 

210 

296 

Baton  Rouge — Shreveport 

444 

346 

Additional  Routes  proposed  by  Southern 

339 

423 

New  Orleans — Columbus,  Ga. 

27 

31 

300 

328 

New  Orleans — Dothan,  Ala. 

0 

21 

232 

292 

Mobile — Columbus,  Ga. 

14 

12 

170 

197 

Mobile — Dothan,  Ala. 

8 
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SOUTHERN  AIRWAYS,  INC. 

ESTIMATED  REVENUES  -  COMBINED  SYSTEMS 

Basic  data: 

1.  Revenues  are  determined  upon  an  assumed  basis  of 
96%  completion. 

2.  Piedmont  Aviation,  Inc.,  a  local  service  carrier,  op¬ 
erating  in  the  same  general  geographic  area,  averaged 
during  its  first  seven  and  one-half  months  of  operation 
an  average  revenue  passenger  load  factor  of  5.83  per¬ 
sons.  While  it  is  reasonable  to  believe  that  Southern 
will  equal  or  better  this  record,  an  average  load  factor 
for  the  first  year  of  operation  of  3.33  persons  is  as¬ 
sumed  herein  for  Southern. 

3.  No  revenues  are  included  for  excess  baggage  and  the 
transportation  of  freight. 

Total  Estimated  Monthly  Mileage  301,920 

Less  4%  Estimated  not  completed  12,077 


Total  Estimated  Route  Miles  Completed 

Monthly  289,843 

Estimated  per  Mile  Passenger  Revenue  $  0.20 


Total  Estimated  Monthly  Passenger 

Revenue  57,968.60 


Total  Estimated  Route  Miles  Completed 

Yearly  3,623,040 

Less  4%  Estimated  not  Completed  144,922 


Total  Estimated  Route  Miles  Completed 

Yearly  3,478,118 

Estimated  per  Mile  Passenger  Revenue  $  0.20 


Total  Estimated  Annual  Passenger 

Revenue  $  695,623.60 
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REVENUE  AND  EXPENSES— COMBINED  SYSTEM 

Per  Revenue 

Monthly  Annual  Mile 
Total  Costs  $221,161.00  $2,653,932.00  $0.7325 

Passenger  Revenues  57,968.60  695,623.60  0.2000 


Break  Even  Mail 

Pay  Required  $163,992.40  $1,958,308.40  $0.5325 
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SOUTHERN  BUS  LINES,  INC. 
ESTIMATED  EXPENSES  AND  BREAKEVEN 

REVENUES 

Daily  Plane  Miles  (95%  performance)  5,029 

Estimated  Expenses 

Direct  costs  @  46.0c  per  plane  mile  $  2,313 

Ground  and  indirect  costs  @  46.8c  per  plane 

mile  2.354 


Total  Operating  Expenses 
Amount  4,667 


per  plane  mile  92.8c 

Other  non-  Total  non- 

Breakeven  revenues  Passenger  rev-  mail  rev.  mail  rev.  Breakeven  mail 


passenger 

enue  per  plane 

per  plane 

per  plane 

pay  per  p 

load  factor 

mile 

mile 

mile 

mile 

20% 

23.1c 

2c 

25.1c 

67.7c 

25% 

29.2c 

2c 

31.2c 

61.6c 

30% 

34.7c 

2c 

36.7c 

56.1c 

35% 

40.7c 

2c 

42.7c 

50.1c 

40% 

46.2c 

2c 

48.2c 

44.6c 

45% 

52.3c 

2c 

54.3c 

38.5c 

50% 

57.8c 

2c 

59.8c 

33.0c 

Note :  The  above  cost  units  are  based  on  those  experienced 
during  the  24  months  ended  September  30,  1948  by 
the  7  Feeders  using  DC-3  aircraft.  The  passenger 
revenue  was  computed  at  5.5c  per  passenger  mile. 
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MAGNOLIA  AIRWAYS  AND  AVIATION  CO. 
STATEMENT  OF  ESTIMATED  PROFIT  AND  LOS 
FOR  FIRST  YEAR  OF  OPERATION 


Operating  Revenue  Source 

Cents  Per  Mile 

Passengers 

$  356,132.00 

23.13 

Express 

30,834.00 

2.00 

Freight 

15,417.00 

1.00 

Mail 

998,540.00 

64.83 

$1,400,923.00 

90.96 

Salaries  and  Wages 

$  448,500.00 

29.12 

Operation  Expenses 

$  806,810.00 

52.39 

Other  Expenses 

$  115,613.00 

7.50 

Total 

$1,370,923.00 

89.01 

Net  Operation  Revenue 

30,000.00 

1.95 

1,400,923.00 

90.96 

Revenue  miles  flown  based  on  4,672  miles  per  day  fo 
330  days  per  year  -  1,541,700. 
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1880  Appendix  No.  3 

TRANS-TEXAS  AIRWAYS 
SUMMARY  OF  ESTIMATED  MONTHLY  COSTS 
TO  OPERATE  PROPOSED  ADDITIONAL 

MILEAGE 


Monthly  Cost  per 
cost  revenue  mi 

Operating  Expenses 

5100  Flying  Operations _  $  35,135.00  21.85^ 

5200  Direct  Maintenance — flight  equipment 22,625.00  14.07 

5900  Depreciation — flight  equipment _  4,695.00  2.92 


Total  Flight  Costs _  8  62,455.00  38.84 


6100  Ground  Operations  _  $  18,694.00  11.63 

6200  Ground  and  indirect  maintenance _  4,400.00  2.74 

6300  Passenger  Service _  4,855.00  3.02 

6400  Traffic  and  Sales _  1,900.00  1.18 

6500  Advertising  and  Publicity _  3,650.00  2.27 

6600  General  and  Administrative _  3,142.00  1.95 

6900  Depreciation — ground  equipment _  1,098.00  .68 


Total  Ground  Costs _  $  37,739.00  23.47 


Total  Operating  Expenses _  $100,194.00  62.31 

7100  Non-operating  Expenses  Amortization 

of  Extension  and  Development  Costs _  3,152.00  1.96 


$103,346.00  64.27 


REPORTED  OPERATING  RESULTS  OP  FIVE  FEEDER  CARRIERS 
FOR  THE  TWELVE  MONTHS  ENDED  DECEMBER  31,  1948 
IN  CENTS  PER  REVENUE  PLANE  MILE 
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Appendix  No.  5 

1882  FEEDER  AIRLINE  FINAL  MAIL  RATE 
INFORMATION  AS  OF  APRIL  15,  1949 

Past  Period  Rate  Future  Period  Rate 

Rate  Load  factor 


1.  EMPIRE  AIR  LINES,  INC. 


9/28/46-2/29/48  1,278,007  miles 

88.16c 

65.00c 

31.00% 

2.  FLORIDA  AIRWAYS 

1/10/47-5/31/48  1,007,561  miles 

85.35c 

79.35c 

3.  PIONEER  AIR  LINES 

8/1/45-8/31/46  953,632  miles 

9/1/46-5/31/47 

6/1/47-4/30/48 

5/1/48- 

53.00c 

60.00 

45.00 

48.00 

31.00 

4.  MONARCH  AIR  LINES 

11/27/46-12/31/48  2,860,335  miles 

78.97c 

65.00 

25.00 

5.  SOUTHWEST  AIRWAYS  CO. 

12/2/46-3/31/48  1,854,117  miles 

81.14c 

55.00 

41.00 

6.  WEST  COAST  AIRLINES 

12/5/46-12/31/48  1,744.067  miles 

73.00c 

70.20 

30.00 
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Order  and  Opinion 

2496  UNITED  STATES  OF  AMERICA 

CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Served : 

REOPENED  MISSISSIPPI  VALLEY  AND 
SOUTHEASTERN  STATES  CASES 

DOCKETS  NOS.  548  AND  501 ET  AL. 

Decided:  July  28,  1950 

Certificate  of  public  convenience  and  necessity  of  Southern 
Airways,  Inc.,  for  route  No.  98  amended  to  authorize  the 
transportation  of  persons,  property,  and  mail:  (a)  be¬ 
tween  Memphis,  Tenn.,  and  New  Orleans,  La.,  via  Clarks- 
dale,  Greenville,  Vicksburg,  Jackson,  Natchez,  Miss.,  and 
Baton  Rouge,  La. ;  (b)  between  Columbus,  Miss.,  and  Mo¬ 
bile,  Ala.,  via  Jackson,  Laurel,  and  Hattiesburg,  Miss. 
Application  of  Delta  Air  Lines,  Inc.,  to  serve  Monroe,  La., 
as  an  alternate  intermediate  point  between  Shreveport, 
La.,  and  New  Orleans,  La.,  denied. 

Motion  of  Continental  Southern  Lines,  Inc.,  to  reopen  the 
record,  to  exclude  certain  material,  or  to  adopt  other  sug¬ 
gested  courses  of  action  denied. 

Motion  of  Continental  Southern  Lines,  Inc.,  to  defer  dis¬ 
missed. 

The  applications  in  all  other  respects  denied. 

Appearances : 

H.  Heinrich  Spang  and  Cy  Emery  for  Magnolia  Airways 
and  Aviation  Co. 

Cecil  A.  Beasley ,  Jr.,  for  Southern  Airways,  Inc. 

Jerrold  Scoutt,  Jr.,  and  A.  L.  Wheeler,  for  Continental 
Southern  Lines,  Inc. 

Vincent  L.  Gingerich  and  James  V.  Allred  for  Trans- 
Texas  Airways. 
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R.  S.  Maurer  and  L.  E.  Black,  Jr.,  for  Chicago  and  South¬ 
ern  Air  Lines,  Inc. 

George  A.  Smith  for  Eastern  Air  Lines,  Inc. 

John  W.  Cross  and  Richard  A.  Fitzgerald  for  National 
Airlines,  Inc. 

D.  Franklin  Kell  for  Delta  Air  Lines,  Inc. 

Hon.  Henry  D.  Larcade,  Jr.,  M.  C.,  for  the  State  of 
Louisiana,  Seventh  Congressional  District  of  Louisiana, 
Opelousas  Chamber  of  Commerce,  La.,  and  the  City  of 
Opelousas,  La. 

John  Bell  Williams  for  the  City  of  Jackson,  Miss. 

Carl  F.  Armstrong  for  Chamber  of  Commerce,  Vicksburg, 
Miss. 

Oak  Duke,  Admiral  A.  S.  Merrill,  and  W.  A.  Mathew  for 
the  Natchez  Chamber  of  Commerce  and  the  City  of  Natchez, 
Miss. 

John  F.  Eggar  for  the  City  of  Meridian,  Miss. 

Milton  T.  Evans  and  David  Cottrell  for  the  City  of  Gulf¬ 
port,  Miss.,  and  the  Gulfport  Chamber  of  Commerce. 

David  Cottrell  for  the  City  of  Biloxi,  Miss.,  and  the  Cham¬ 
ber  of  Commerce  of  Biloxi,  Miss. 

2497  Arthur  L.  Winn,  Jr.,  for  International  Paper  Co 
pany. 

R.  G.  Gellespie,  Joe  Breyer,  R.  S.  Lincoln,  and  Lix 
Fruge,  for  the  Meridian  Chamber  of  Commerce,  Miss. 

Hon.  Carroll  Gartin  for  the  City  of  Laurel,  Miss. 

E.  W.  Haining  for  the  City  of  Vicksburg,  Miss. 

0.  C.  Lockett  for  the  City  of  Mobile,  Ala. 

Caye  A.  Nelson  and  C.  P.  Liter  for  the  City  of  Batbn 

Rouge,  Parish  of  East  Baton  Rouge,  Chamber  of  Commerce, 
Baton  Rouge,  La. 

M.  B.  Ward  for  the  City  of  Vicksburg,  Miss. 

C.  C.  Wood,  for  the  Louisiana  Department  of  Public 
Works,  Baton  Rouge,  La. 

J.  A.  Lake  for  the  City  of  Greenville,  Miss. 

William  W.  Thomas,  Jr.,  for  the  City  of  Alexandria,  La., 
and  the  Alexandria  Chamber  of  Commerce. 
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H.  G.  Bailey,  Jr.,  for  the  Cities  of  Monroe,  La.,  and  West 
Monroe,  La.,  and  Chamber  of  Commerce. 

George  F.  Maynard  for  the  City  of  Clarksdale,  Miss. 
Harold  J.  Bryant  for  the  City  of  Shreveport,  La.,  and  the 
Shreveport  Chamber  of  Commerce. 

Hon.  Edwin  F.  Gary  for  the  New  Iberia,  La.,  Airport 
Commission. 

Frank  J.  Delany  and  Julian  T.  Cromelin  for  the  Post  Office 
Department. 

Seymour  Wenner,  Nicholas  Zapple  and  William  F.  Ken¬ 
nedy,  Civil  Aeronautics  Board,  Public  Counsel,  Washington, 
D.  C. 

2498  OPINION 


By  the  Board : 

In  its  present  form  this  proceeding  was  created  by  the 
Board’s  consolidation  of  the  Mississippi  Valley  and  South¬ 
eastern  States  cases,  Dockets  Nos.  548  and  501  et  al.,  for  the 
purpose  of  further  hearing,  reargument  and  reconsidera¬ 
tion  with  respect  to  the  establishment  of  local  feeder  service 
in  the  States  of  Louisiana,  Mississippi,  Alabama,  and  Geor¬ 
gia,  and  to  and  from  Memphis,  Tennessee.1 

1  In  the  original  opinion  in  the  Southeastern  States  Case,  7  C.A.B.  863, 
892  (1947)  the  Board  found  that  the  case  involved  service  to  points  in 
Mississippi,  Alabama,  and  Georgia,  the  same  as  contemplated  in  the 
Mississippi  Valley  Case,  8  C.A.B.  726  (1947).  In  order  that  it  would  be 
in  the  position  to  determine  whether  service  in  the  overlapping  areas 
should  be  provided  as  a  part  of  the  local  feeder  service  system  it  had 
established  in  the  southeastern  states  area  and  awarded  to  Southern 
Airways,  Inc.,  or  as  a  part  of  a  separate  system  in  the  Mississippi  Valley 
area,  the  Board  deferred  decision  with  respect  to  the  establishment  of 
service  in  the  States  of  Louisiana,  Mississippi,  Alabama,  and  Georgia 
for  consideration  with  the  Mississippi  Valley  Case.  Inasmuch  as  the 
application  of  Southern  Bus  Lines  for  service  in  the  southeastern  states 
area  proposed  routes  covered  essentially  by  the  area  embraced  by  the 
Mississippi  Valley  Case,  it  likewise  was  deferred. 

In  the  original  decision  in  the  Mississippi  Valley  Case  the  Board  recog¬ 
nized  that  Southern  Airways,  Inc.,  was  not  an  applicant  for  authority 
to  serve  Baton  Rouge  and  New  Orleans,  but  concluded  that  the  addi¬ 
tional  service  required  at  these  points  should  be  provided  by  that  carrier, 
an  applicant  in  the  Southeastern  States  Case  and  intervenor  in  the 
Mississippi  Valley  Case.  The  opinion  specified  that  further  hearing  would 
be  granted  to  any  aggrieved  party  requesting  it.  Upon  consideration  of 
various  petitions  and  motions  filed  subsequent  to  this  decision,  the  Board 
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2499  Under  the  terms  of  the  Board’s  orders,  rehearing 
was  limited  to  the  issue  of  establishing  de  novo  local 
feeder  service  in  the  defined  area,  with  all  evidence  fallen 
herein  becoming  a  part  of  the  records  in  both  the  Mississippi 
Valley  and  Southeastern  States  cases.2  After  due  notice 
to  the  public  and  all  interested  parties,  a  public  hearing  was 
held  before  Examiner  Ferdinand  D.  Moran  on  the  following 
applications:  Magnolia  Airways  and  Aviation  Company 
(Magnolia),  Docket  No.  2106;  Southern  Airways,  itic. 
(Southern),  Dockets  Nos.  1774  and  3408 ;  Continental  South¬ 
ern  Lines,  Inc.,  (Continental  Southern),  Dockets  Nos.  1518 
and  1779 ;  and  Trans-Texas  Airways  (Trans-Texas),  Docket 
No.  1520.  In  addition  to  the  intervenors  in  the  original 
proceedings,  permission  to  intervene  was  granted  nine  mu¬ 
nicipalities  and  the  Postmaster  General.  The  report  of  the 
examiner  was  duly  filed  and  served  upon  all  parties.  Ex¬ 
ceptions  thereto  and  briefs  in  support  thereof  have  b^en 
filed  and  oral  argument  has  been  heard  by  the  Board. 

By  amendments  to  their  proposals  as  originally  filed,  all 
of  the  applicants  specifically  seek  to  provide  feederline  serv¬ 
ice  over  the  route  pattern  previously  designated  by  the 

found  that  in  view  of  the  possibility  of  legal  defect  in  the  award  made 
to  Southern  Airways,  Inc.,  it  was  in  the  public  interest  to  vacate! the 
award,  reconsider  the  establishment  of  local  feeder  service  in  the  oyer¬ 
lapping  areas,  set  aside  the  denial  of  other  applications  for  service  in 
the  area,  and  permit  Southern  Airways,  Inc.,  to  make  proper  application 
for  Baton  Rouge-New  Orleans  service.  Accordingly,  by  order  dated 
April  2,  1948,  the  Board  rescinded  that  part  of  the  order  which  it  had 
adopted  in  its  decision  in  the  Mississippi  Valley  Case,  Order  serial  No. 
E-1060,  awarding  a  local  feeder  route  to  Southern  Airways,  Inc.,  and 
reopened  the  proceedings  in  both  the  Mississippi  Valley  and  the  South¬ 
eastern  States  cases  for  further  hearing,  reargument,  and  reconsideration 
with  respect  to  the  establishment  of  local  feeder  service  in  the  Statels  of 
Louisiana,  Mississippi,  Alabama,  and  Georgia,  and  to  and  from  Memphis, 
Tenn.  Reconsideration  was  granted  to  eligible  applicants  in  the  Missis¬ 
sippi  Valley  Case  with  respect  to  service  in  Louisiana,  Mississippi,  and 
Alabama,  and  to  and  from  Memphis.  Reconsideration  was  granted  appli¬ 
cants  in  the  Southeastern  States  Case  with  respect  to  the  establishment 
of  service  covering  the  same  area  but  with  the  addition  of  Georgia  and 
other  than  the  Columbus-Tupelo-Memphis  route  segment  awarded  South¬ 
ern  therein. 

2  Orders  serial  Nos.  E-1405  and  E-2111. 
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Board  in  its  original  decision  in  the  Mississippi  Valley 
Case.5 

2500  In  addition  to  the  specific  proposals  for  the  estab¬ 
lishment  of  local  feeder  services  for  the  Mississippi 

Valley  area  submitted,  by  Magnolia,  Southern  Airways, 
Continental  Southern,  and  Trans-Texas,  there  is  also  be¬ 
fore  us  for  consideration  the  application  of  Delta  Air  Lines, 
Inc.,  (Delta)  Docket  No.  1860,  to  include  Monroe  as  an 
alternate  intermediate  point  to  Alexandria  between  Shreve¬ 
port  and  Baton  Rouge,  La.,  on  the  Fort  Worth/Dallas- 
New  Orleans  segment  of  route  No.  24.  This  proposal  was 
deferred  in  the  original  Mississippi  Valley  Case  for  con¬ 
current  consideration  with  the  Alternate  Kansas  City-New 
Orleans  Operation  Case.  In  the  meantime  the  instant  case 
was  reopened  and  in  view  of  the  relationship  between  Del¬ 
ta’s  application  to  serve  Monroe  and  the  local  feeder  serv¬ 
ice  proposed  to  this  city  in  this  case,  the  Board  found  it 
desirable  in  the  public  interest  to  defer  once  again  consider¬ 
ation  of  Delta’s  application  until  decision  herein.4 

As  in  both  reopened  cases,  the  issues  in  this  proceeding 
are  governed  by  section  401  of  the  Civil  Aeronautics  Act 
of  1938,  as  amended,  which  directs  the  Board  to  issue  a 
certificate  authorizing  the  whole  or  any  part  of  the  pro¬ 
posed  transportation  if  it  finds  that  it  is  required  by  the 
public  convenience  and  necessity  and  that  the  applicant 
is  fit,  willing,  and  able  to  perform  such  transportation  prop¬ 
erly  and  to  conform  to  the  provisions  of  the  Act  and  to  the 
rules,  regulations,  and  requirements  of  the  Board  there¬ 
under.  Since  the  fundamental  principles  governing  dispo¬ 
sition  of  the  applications  before  us  have  been  dis- 

2501  cussed  previously  in  both  reopened  cases  and  are  set 

3  (1)  Between  Memphis,  Tenn.,  Clarksdale,  Miss.,  Greenville,  Miss., 
Vicksburg,  Miss.,  and  Jackson,  Miss.; 

(2)  Between  Columbus  and  Meridian,  Miss.,  and  Jackson,  Miss.; 

(3)  Between  Meridian,  Laurel,  and  Hattiesburg,  Miss.,  and  (a)  Boga- 
lusa,  La.,  and  New  Orleans,  La.,  and  (b)  Mobile,  Ala.,  Gulfport/Biloxi, 
Miss.,  and  New  Orleans,  La.;  and 

(4)  Between  Jackson,  Natchez,  Miss.,  Baton  Rouge,  La.,  and  New 
Orleans,  La. 

4  Docket  No.  1956,  mimeographed  opinion,  decided  December  2,  1949. 
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forth  in  many  of  the  Board’s  previous  decisions,  they 
will  not  be  repeated  here.5 

Detailed  descriptions  of  the  applicants  are  in  the  original 
opinions  and  examiners’  reports  in  both  reopened  cases.6 
Certain  changes,  however,  have  taken  place  in  the  appli¬ 
cants’  organizations  since  their  proposals  were  previously 
presented,  and  for  convenience  they  will  be  reidentified  in 
the  light  of  the  modifications  reflected  on  the  reopened 
record. 

Magnolia  and  Key  Airlines  (Docket  No.  2001)  in  amdnd- 
ments  filed  to  their  applications  subsequent  to  the  prehear¬ 
ing  conference  held  herein  announced  their  intention  to 
merge  for  the  purpose  of  this  proceeding.  Under  the  I  ar¬ 
rangement  indicated  there  would  be  only  one  applicant, 
namely,  Magnolia,  the  two  companies  joining  as  one  vdth 
Key  Airlines  (Key)  withdrawing  as  an  entity.  It  is  re¬ 
quested  that  their  proposals  as  presented  in  the  original 
proceeding  be  consolidated,  with  all  exhibits,  documents, 
and  material  submitted  by  Key  incorporated  by  reference 
and  considered  as  a  part  of  the  case  of  Magnolia,  and  that 
any  award  of  routes  be  made  to  Magnolia. 

2502  Magnolia  and  Key  are  both  fixed-base  operators. 

Magnolia,  located  at  Laurel,  Miss.,  has  logged  a  total 
of  over  14,000  flight  hours.  Key  has  owned  and  operated  a 
flying  service  at  Key  Field,  Meridian,  Miss.,  since  1927. 
Each  has  hangar  space  at  its  base,  equipped  with  repair 
and  overhaul  shops.  Together  they  have  a  total  of  24  small 
aircraft. 

Magnolia  requests  a  temporary  or  permanent  certificate 
to  engage  in  scheduled  air  transportation  of  passengers, 
property,  and  mail  over  four  routes  identical  with  the 


8  See  Delta  Air.  et  al.,  Service  to  Atlanta  and  Birmingham ,  2  C.A.B. 
447 ;  Braniff  Air.,  Houston-Memphis-LouisviUe  Route,  2  C.A.B.  353 
Trans-Southepi  Air.,  et  al.,  AmariUo-Oklahoma  City  Op.,  2  C.A.B.  250* 
Northwest  Air.  et  al.,  Chicago-Milwaukee-New  York,  6  C  A  B  217*  Rocky 
Mountain  States  Air  Service,  6  C.A.B.  695;  West  Coast  Case  6  C  AB 
961;  North  Central  Case,  7  C.A.B.  639;  Great  Lakes  Area  Case,  8  c'A*b‘ 
360.  ’ 

«  See  appendices  Nos.  1  in  the  Board’s  opinions  in  the  Mississippi  Val¬ 
ley  and  Southeastern  States  cases,  respectively,  and  the  examiners!  re¬ 
ports  in  these  cases. 
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route  pattern  previously  designated  by  the  Board  in  its 
original  decision,  with  a  segment  to  connect  Columbus  with 
Memphis.  The  routes  requested  total  1,168  miles  in  length. 

Continental  Southern  (formerly  Southern  Bus  Lines, 
Inc.,)7  is  a  Louisiana  corporation,  having  its  principal  of¬ 
fice  at  Shreveport.  It  has  engaged  in  motor  transportation 
of  passengers,  express,  and  mail  since  1922,  and  operates 
approximately  5,000  route  miles  within  the  area  embraced 
by  this  proceeding.  From  December  11,  1945,  to  November 
15, 1946,  the  company  operated  a  scheduled  intrastate  feed¬ 
er-type  air  service  in  Louisiana. 

By  amendment  to  its  applications,  Continental  Southern 
requests  a  permanent  or  temporary  certificate  authorizing 
air  transportation  of  persons,  property,  and  mail  over  the 
route  pattern  previously  designated  by  the  Board 
2503  and,  in  addition,  service  between  Memphis  and  Co¬ 
lumbus  via  Tupelo ;  between  Greenville  and  Natchez 
via  Monroe ;  and  between  Shreveport  and  New  Orleans  via 
Natchitoches,  Lake  Charles,  Lafayette/New  Iberia,  and 
Baton  Rouge.  The  route  mileage  requested  totals  1,545. 

After  the  close  of  the  hearing  in  this  case,  Transcontin¬ 
ental  Bus  System,  Inc.,  an  operating  and  holding  company, 
purchased  all  of  the  capital  stock  of  the  applicant,  with  the 
approval  of  the  Interstate  Commerce  Commission.8 

Trans-Texas  (formerly  known  as  Aviation  Enterprises, 
Inc.)  presently  holds  a  temporary  certificate  of  public  con¬ 
venience  and  necessity  for  route  No.  82,  issued  on  Novem¬ 
ber  14, 1946,  pursuant  to  the  Board’s  decision  in  the  Texas- 
Oklahoma  Case.9  Its  route  is  2,028  miles  in  length  serving 
30  Texas  cities. 

The  application  of  Trans-Texas,  Docket  No.  1520,  as  con¬ 
solidated  into  the  Mississippi  Valley  Case,  is  a  severed  por- 

7  By  amendment  to  its  applications  filed  February  3,  1950,  Southern 
Bus  Lines,  Inc.,  changed  its  name  to  Continental  Southern  Lines,  Inc. 

8 1.C.C.  Docket  No.  MC-F-4108  was  granted  by  a  report  of  Division  4, 
August  19,  1949,  wherein  Transcontinental  Bus  System  was  authorized 
to  buy  and  take  over  Southern  Bus  Lines,  Inc.,  subject  to  certain  con¬ 
ditions. 

»  7  C.A.B.  481. 
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tion  of  its  original  application  under  Docket  No.  1078,  which 
was  heard  in  the  T exas-Oklahoma  Case,  supra,  proposing 
local  feeder  service  in  the  States  of  Louisiana  and  Mis 
sissippi.  It  did  not  amend  its  application,  but  relies  upob 
a  general  prayer  for  the  award  of  any  routes  other  thab 
those  for  which  it  specifically  applied.10  As  sug- 
2504  gested  by  its  exhibits,  Trans-Texas  proposes  sen' 
ice  over  the  route  pattern  previously  designated  by 
the  Board  and,  in  addition,  service  between  Lake  Charle 
and  New  Orleans  via  Lafayette,  Baton  Rouge,  and  Donalcl- 
sonville.  The  routes  requested  total  1,285  miles  in  length. 

Southern  presently  holds  a  temporary  certificate  of  pub¬ 
lic  convenience  and  necessity  for  route  No.  98, 11  1,332  miles 
in  length,  awarded  in  the  Southeastern  States  Case,  supra. 

On  June  10,  1949,  Southern  inaugurated  service  between 
Memphis  and  Atlanta;  at  the  present  time  it  is  operating 
over  all  of  its  routes  and  serving  20  of  the  23  cities  fopr 
which  it  is  certificated. 


10  In  the  original  decision  in  this  case  the  Board  amended  the  certificate 
held  by  Trans-Texas  for  route  No.  82  to  include  service  between  the 
intermediate  point  Lufkin  and  the  terminal  point  Houston  via  the  inter¬ 
mediate  points  Beaumont  and  Galveston.  Beaumont  was  later  redesig¬ 
nated  as  Beaumont/ Port  Arthur  by  further  amendment  of  its  certificate 
in  proceedings  under  Docket  No.  3366. 

Under  the  terms  of  the  Board’s  order  on  reconsideration,  the  examined 
ruled,  inter  alia,  at  the  prehearing  conference  held  on  June  4,  1948,  and 
in  his  report  thereon  issued  August  24,  1948,  that  service  between  points 
in  Texas  and  Louisiana  was  not  an  issue  in  this  reopened  proceeding.  On 
November  22, 1948,  Trans-Texas  filed  a  petition  with  the  Board  requesting 
amendment  of  the  reopening  order  to  include  within  the  scope  of  the 
reopened  proceeding  the  issue  of  service  between  Beaumont/Port  Arthur, 
Tex.,  and  Lake  Charles,  La.,  and  consolidation  of  that  portion  of  i 
application  in  Docket  No.  1520  for  service  between  these  points.  B' 
order,  dated  January  10,  1949,  serial  No.  E-2353,  the  Board  denied  the 
petition  of  Trans-Texas  on  the  ground  that  by  granting  its  request  th6 
scope  of  this  reopened  proceeding  would  be  unduly  expanded. 

11  (a)  Between  the  terminal  points  Memphis,  Tenn.,  the  intermediate 
points  Tupelo,  Miss.,  Columbus,  Miss.,  Tuscaloosa,  Ala.,  Birmingham,  Ala[, 
Gadsden,  Ala.,  Atlanta,  Ga.,  Athens,  Ga.,  Greenwood,  S.  C.,  Greenville, 
S.  C.  Spartanburg,  S.  C.,  Rock  Hill,  S.  C.,  and  the  terminal  point  Chari- 
lotte,  N.  C.; 

(b)  Between  the  terminal  point  Atlanta,  Ga.,  the  intermediate  points 
La  Grange,  Ga.,  Columbus,  Ga.,  Albany,  Ga.,  Moultrie,  Ga.,  Valdosta, 
Ga.,  and  the  terminal  point  Jacksonville,  Fla.; 

(c)  Between  the  terminal  point  Columbus,  Ga.,  the  intermediate  point) 
Macon,  Ga.,  Augusta,  Ga.,  Orangeburg,  S.  C.,  and  the  terminal  point 
Charleston,  S.  C. 
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2505  By  filing  an  amendment  to  Docket  No.  1774  as 
consolidated  in  the  Southeastern  States  Case  and  an 

original  application,  Docket  No.  3408,  in  the  Mississippi 
Valley  Case,  Southern  seeks  a  certificate  or  certificates  of 
public  convenience  and  necessity,  either  permanent  or  tem¬ 
porary,  authorizing  scheduled  transportation  by  air  of 
mail,  passengers,  and  property  over  the  Board’s  routes  and, 
in  addition,  service  between  Mobile  and  Columbus,  Ga.,  via 
Andalusia/Opp  and  Dothan.  The  total  mileage  of  these 
routes  is  1,470. 

The  new  application  of  Southern  under  Docket  No.  3408, 
with  the  exception  of  the  portion  requesting  service  to 
points  in  Georgia  which  was  severed  and  assigned  Docket 
No.  3527,  was  consolidated  into  the  Mississippi  Valley  Case. 
This  application  proposes  service  to  include  the  Louisiana 
points  of  Baton  Rouge  and  New  Orleans  to  overcome  the 
legal  technicality  previously  presented  by  that  carrier’s 
having  been  designated  for  service  to  these  cities  in  the 
original  decision. 

The  general  economic  characteristics  of  the  area  under 
consideration  have  been  discussed  in  the  original  decisions 
in  the  two  reopened  cases  and  will  not  be  repeated  here. 

As  hereinbefore  pointed  out,  in  its  original  decision  in 
the  Mississippi  Valley  Case  the  Board  designated  certain 
feeder  routes  in  the  western  and  eastern  parts  of  Mis¬ 
sissippi  between  Memphis  and  New  Orleans.  Upon  re-ex¬ 
amination  we  find  that  the  reopened  record  supports  the 
Board’s  previous  conclusion  with  respect  to  the  need  for 
service  in  this  area,  with  certain  modifications,  and  that  the 
routes  established  form  a  logical  part  of  the  Southern  sys¬ 
tem,  can  be  integrated  with  the  existing  routes  of 

2506  that  carrier  to  make  a  sound  economical  operation 
and  should  be  awarded  to  Southern. 

Clarksdale,  Greenville,  Vicksburg,  and  Natchez,  import¬ 
ant  industrial  centers  of  Mississippi  with  populations  rang¬ 
ing  from  15,000  to  32,000,  are  without  scheduled  airline  serv¬ 
ice.  These  cities  have  a  strong  community  of  interest  with 
Memphis  and  New  Orleans,  with  Jackson,  the  capital  of 
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Mississippi,  and  to  some  extent  with  each  other.  Their 
access  to  scheduled  air  transportation  by  surface  facilities 
is  inconvenient  and  circuitous.  The  establishment  of  a  feed¬ 
er  route  between  Memphis  and  New  Orleans  connecting 
these  four  cities  and  Jackson  should  meet  a  public  need 
and  result  in  the  development  of  a  substantial  traffic  floy. 
Each  of  the  cities  on  such  a  route  has  a  Class-3  airport,  pr 
better.  The  route  approximates  463  air-miles,  with  dis¬ 
tances  between  stops  averaging  66  miles.  It  thus  appears 
to  be  well  suited  to  the  operation  of  a  local-feeder  service 
and  we  therefore  reaffirm  our  previous  finding  that  a  local 
feeder  route  between  Memphis  and  New  Orleans  via  the 
intermediate  points  Clarksdale,  Greenville,  Vicksburg, 
Jackson,  Natchez,  and  Baton  Rouge  is  required  by  the  pub¬ 
lic  convenience  and  necessity. 

As  a  modification  to  this  route  Continental  Southern’s 
proposal  suggests  Monroe  as  an  added  stop  between  Green¬ 
ville  and  Natchez.  Monroe  presently  has  direct  air  service 
by  Delta  to  and  from  Jackson  with  connections  at  that  point 
for  Memphis  and  New  Orleans.  During  the  months  of  March 
and  September  1948,  air  traffic  between  Monroe  and  Mem¬ 
phis  totaled  25  passengers  or  an  average  of  less  than 
passengers  per  day  each  way.  Between  Monroe  and  New 
Orleans  it  totaled  62  passengers  or  an  average  pf 
2507  y2  passengers  per  day  each  way.  Although  the  pro¬ 
posed  feederline  service  would  be  70  and  45  miles 
shorter,  respectively,  than  existing  services  between  Mon¬ 
roe  on  the  one  hand  and  Memphis  and  New  Orleans  on  tjie 
other  it  would  involve  a  greater  number  of  stops.  Consid¬ 
ering  the  small  amount  of  additional  service  that  would  be 
provided  Monroe  and  the  slight  volume  of  traffic  that  would 
be  benefited  on  an  alternate  Memphis-New  Orleans  rout¬ 
ings  to  Vicksburg  and  Jackson  between  Greenville  and 
Natchez,  the  foregoing  proposal  of  Continental  Southern  is 
clearly  not  warranted  in  the  light  of  the  new  route  miles 
which  would  be  necessary  and  the  cost  of  providing  the 
service. 
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The  Board  previously  designated  local  feeder  service 
between  Columbus  and  Jackson  via  Meridian  and  between 
Meridian,  Laurel,  Hattiesburg  and  beyond  Hattiesburg  to 
(a)  Bogalusa  and  New  Orleans ;  and  to  (b)  Mobile,  Gulfport 
/Biloxi  and  New  Orleans.  Re-examination  of  the  eastern  Mis¬ 
sissippi  area  extending  southward  from  Memphis  to  New 
Orleans  on  the  one  band  and  Mobile  on  the  other  discloses 
that  the  most  important  cities  in  this  region  are  presently 
receiving  scheduled  air  service.  Southern  is  authorized  to 
provide  service  between  Memphis  and  Columbus  via  Tu¬ 
pelo;  Delta  operates  between  Jackson  and  Meridian  and 
between  Meridian,  Hattiesburg,  and  New  Orleans;  and 
Eastern,  National,  and  Capital  operate  between  Mobile, 
Gulfport/Biloxi  and  New  Orleans.  Columbus-Meridian, 
Meridian-Laurel,  Laurel-Hattiesburg,  Hattiesburg-Mobile, 
Hattiesburg-Bogalusa,  and  Bogalusa-New  Orleans  are  the 
only  noncompetitive  segments  previously  designated  by  the 
Board  without  air  transportation  at  the  present  time.  Con¬ 
sequently  a  review  of  the  evidence  and  testimony  presented 
on  the  reopened  record  is  necessary  to  determine 
2508  whether  service  over  this  route  pattern  is  now  in 
the  public  interest. 

Tupelo,  located  in  northeast  Mississippi,  has  a  presently 
estimated  population  of  13,000.  While  certificated  on  South¬ 
ern’s  route  No.  98,  Tupelo  is  not  presently  served  because 
its  airport  is  not  in  an  operable  condition.  WThen  service  is 
inaugurated  this  city  will  have  service  to  Memphis  and 
Columbus  and  to  and  from  Birmingham  and  other  points 
east  thereof.  Service  is  proposed  to  Tupelo  by  Continental 
Southern  as  an  intermediate  point  on  the  segment  between 
Memphis  and  Columbus  paralleling  Southern’s  present 
authorization.  Considering  the  limited  traffic  potential  of 
this  segment  and  the  fact  that  it  would  duplicate  South¬ 
ern’s  present  experimental  operation,  it  obviously  would 
not  be  in  the  public  interest. 

Columbus  is  located  in  the  northeastern  part  of  Mis¬ 
sissippi  139  miles  southeast  of  Memphis  between  Tupelo 
and  Meridian.  It  is  presently  receiving  service  on  South- 
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era’s  route  No.  98  between  Memphis  and  Tuscaloosa  and 
eastward  to  Birmingham  and  other  points  on  that  car¬ 
rier’s  system. 

According  to  a  witness  for  the  city  of  Meridian,  there 
is  a  greater  community  of  interest  and  more  travel  be¬ 
tween  Meridian  and  Jackson  than  between  Meridian  and 
Columbus.  The  record  indicates  that  air  service  between 
Meridian  and  Columbus  would  have  little  chance  for  suc¬ 
cess  because  of  the  distance  involved  and  good  surface 
facilities  connecting  them.  Support  of  this  segment  woqld 
therefore  have  to  come  principally  from  Meridian- Jack- 
son  traffic.  During  the  months  of  March  and  S4p- 
2509  tember  1948  Delta  carried  an  average  of  only  a  litfle 
more  than  two  passengers  a  day  between  these  two 

cities. 

Bogalusa  is  located  84  miles  north  of  New  Orleans.  Its 
present  population  is  estimated  at  18,000.  Although  of  suf¬ 
ficient  size,  this  city  does  not  have  adequate  airport  fa¬ 
cilities  for  scheduled  airline  operations  and  would  not  in 
the  circumstances  contribute  to  an  experimental  feeder 
service  designated  for  serve  at  this  time.  Furthermore,  in 
order  to  make  local  feeder  service  possible  to  this  city 
it  would  be  necessary  to  establish  112  new  route  miles  be¬ 
tween  Hattiesburg  and  New  Orleans  paralleling  Delta’s 
present  service. 

Gulfport/Biloxi  had  a  combined  1940  population  of  32,- 
670.  These  points  presently  receive  service  between  Mo¬ 
bile  and  New  Orleans  on  National’s  route  No.  39.  The  rep¬ 
resentative  from  Gulfport  stated  at  the  hearing  that  the 
city’s  principal  need  was  for  service  to  Jackson.  At  the 
present  time  it  has  direct  rail  service  to  Jackson  and  air 
service  to  this  city  by  connections  at  New  Orleans.  A  Gjilf- 
port/Biloxi^Jackson  operation  via  either  New  Orleans, 
Baton  Rouge  and  Natchez  or  Mobile,  Hattiesburg,  Laurel 
and  Meridian  was  previously  designated  by  the  Board  but 
neither  of  these  services  appears  to  satisfy  the  needs  of 
Gulfport/Biloxi  for  additional  service  to  Jackson  or  tq  be 
economically  feasible  at  this  time.  During  the  month  of 
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September  1948  there  was  only  one  passenger  between 
Gulfport/Biloxi  and  Jackson.  During  March  and  Septem¬ 
ber  1948,  there  was  an  average  of  206  passengers  moving 
between  Mobile  and  New  Orleans  on  the  one  hand  and 
Gulfport/Biloxi  on  the  other.  These  segments  are  53  and 
77  miles  in  length,  respectively.  In  view  of  the  small  volume 
of  traffic  moving  between  these  points,  and  the  short 
2510  distances  involved,  a  Gulf  port/Biloxi- Jackson  local 
feeder  operation  could  not  be  expected  to  obtain 
much  support  from  them.  The  representative  from  Mobile 
testified,  and  the  applicants  agreed,  that  existing  Mobile- 
Gulf  port/Biloxi-New  Orleans  services  are  adequate.  More¬ 
over,  the  establishment  of  a  local  feeder  route  between 
these  cities  would  result  in  a  quadruplication  of  present 
service. 

In  view  of  these  considerations  we  conclude  that  a  feeder¬ 
line  route  extending  from  Columbus  to  New  Orleans  via 
the  intermediate  points  Meridian,  Jackson,  Laurel,  Hat¬ 
tiesburg,  Bogalusa,  Mobile  and  Gulfport/Biloxi,  as  prev¬ 
iously  designated  by  the  Board  and  proposed  by  the  ap¬ 
plicants  herein,  would  not  render  sufficient  new  service  to 
justify  the  route  mileage  and  amount  of  competition  in¬ 
volved. 

In  the  original  decision  in  the  Mississippi  Valley  Case 
the  Board  did  not  designate  routes  between  Mobile  and 
Jackson  and  between  Columbus  and  Jackson,  nor  have  the 
applicants  specifically  applied  for  such  service  in  this  pro¬ 
ceeding.  However,  upon  re-examination  of  all  the  evidence 
in  the  original  cases  and  after  a  full  consideration  of  the 
testimony  adduced  herein,  we  find  that  there  is  a  strong 
need  for  such  service. 

A  Mobile-Jackson  route  would  connect  the  important 
gulf  port  of  Mobile  with  the  capital  of  Mississippi,  and  pro¬ 
vide  air  service  to  these  cities  for  the  substantial  and 
rapidly  growing  industrial  and  agricultural  centers  of  Hat¬ 
tiesburg  and  Laurel.  There  is  neither  rail  nor  direct  air 
service  between  these  points  and  such  a  route  would  fill 
a  gap  in  the  transportation  pattern  of  this  area  with  no 
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serious  adverse  effect  upon  the  operations  of  any 

2511  existing  air  carrier.  All  of  the  cities  have  Class-3 
or  better  airports.  This  route  would  total  approxi¬ 
mately  195  miles  in  length,  with  distances  between  stops 
averaging  about  65  miles.  In  view  of  the  foregoing,  we 
conclude  that  a  local  feeder  service  between  Jackson  and 
Mobile  via  Laurel  and  Hattiesburg  is  required  by  the  publ 
lie  convenience  and  necessity. 

We  conclude  herein  that  the  routes  authorized  in  this 
proceeding  should  be  operated  by  Southern.  The  extension 
of  that  carrier  from  Columbus  to  Jackson  would  involve 
133  new  route  miles,  would  not  duplicate  any  existing  car¬ 
rier,  would  provide  direct  service  for  Columbus  to  the 
capital  of  the  state  and  make  possible  direct  service  by 
Southern  to  New  Orleans  and  Mobile  for  points  on  South¬ 
ern’s  system.  Accordingly,  we  conclude  that  the  establish¬ 
ment  of  a  local  service  route  between  Columbus  and  Jack- 
son  would  be  in  the  public  interest. 

In  the  original  Mississippi  Valley  Case  decision  the 
Board  found  need  to  designate  feeder-line  service  in  Louis¬ 
iana  to  serve  Baton  Rouge,  New  Orleans  and  Bogalusa.  In 
this  proceeding  Continental  Southern  and  Trans-Texas,  re  ¬ 
spectively,  propose  service  between  Shreveport  and  New 
Orleans  and  Lake  Charles  and  New  Orleans  via  various 
intermediate  points. 

The  examiner  has  recommended  a  route  between  Shreve¬ 
port  and  Monroe  via  Natchitoches,  Lake  Charles  and  Alex¬ 
andria.  This  route  is  composed  of  two  north-south  seg¬ 
ments;  one  from  Shreveport  to  Lake  Charles  via  Natchi¬ 
toches  in  the  western  part  of  Louisiana  and  the  other  from 
Monroe  in  the  northern  part  of  the  state  to  Lake  Charles 
in  the  extreme  southwestern  part  via  Alexandria.  All  points 
on  the  route  presently  have  air  service  except  Natchi- 

2512  toches.  Shreveport  is  served  by  Delta,  Mid-Contin¬ 
ent  and  Chicago  and  Southern.  Lake  Charles  re¬ 
ceives  air  service  by  Eastern  to  the  west  and  to  and  from 
Lafayette/New  Iberia,  Baton  Rouge,  New  Orleans,  Mobile 
and  points  east.  Delta  serves  Alexandria  between  Shrevek 
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port  and  New  Orleans  in  a  northwest-southeast  direction 
and  Monroe  in  an  east-west  direction  between  Shreveport 
and  Jackson. 

During  the  week  July  8-14, 1944,  the  peak  summer  season 
and  at  a  time  when  military  establishments  were  in  full 
operation,  there  was  a  total  of  121  bus  passengers  moving 
on  Continental  Southern’s  system  between  Shreveport  and 
Lake  Charles  or  about  8y2  per  day  each  way.  More  recent 
data  of  record  show  that  during  the  months  of  March  and 
September  1948  there  was  a  monthly  average  of  only  3 y2 
air  passengers  between  these  points.  Natchitoches  has  a 
presently  estimated  population  of  10,000  and  although  it 
is  within  the  Shreveport  trading  area,  there  was  no  show¬ 
ing  of  its  generating  any  appreciable  amount  of  air  traf¬ 
fic.  For  the  same  week  in  July  1944  there  was  an  average 
of  20  passengers  per  day  each  way  between  Shreveport  and 
Natchitoches  on  Continental  Southern’s  system.  Similarly, 
the  record  shows  no  strong  community  of  interest  between 
Natchitoches  and  Lake  Charles  which  would  produce  air 
travel.  During  the  same  week  in  July  1944  bus  travel  on 
Continental  Southern’s  system  between  Natchitoches  and 
Lake  Charles  averaged  about  20  passengers  each  way  per 
day.  The  historical  traffic  figures  of  record  do  not  reflect 
a  very  strong  need  for  air  transportation  between  these 
cities  and  in  the  absence  of  a  more  convincing  showing  we 
are  not  justified  in  establishing  175  route  miles  which 
would  necessarily  require  substantial  government  support 
through  mail  payments.  Moreover,  there  appears  to 
2513  be  no  potential  market  for  air  travel  over  this  route 
between  Shreveport  and  Natchitoches  on  the  one 
hand  and  the  cities  on  the  eastern  segment  such  as  Alex¬ 
andria  and  Monroe  because  of  the  extreme  circuity  in  rout¬ 
ing  by  comparison  with  Delta’s  direct  service  between 
Shreveport  and  Monroe  and  between  Shreveport  and  Alex¬ 
andria. 

Although  the  traffic  potential  over  the  eastern  part  of  this 
route  appears  stronger  than  the  western  part  it  is  obvious¬ 
ly  inadequate  to  warrant  authorizing  the  recommended  serv- 
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ice.  For  example,  bus  travel  on  Continental  Southern’s  sys¬ 
tem  between  Lake  Charles  and  Alexandria  averaged  a  little 
more  than  19  passengers  per  day  each  way  in  the  summer 
of  1944  and  between  Lake  Charles  and  Monroe  it  averaged 
IV2  passengers  each  way  per  day.  Moreover,  traffic  car¬ 
ried  by  Continental  Southern  when  it  conducted  an  intra¬ 
state  air  service  during  1945  and  1946  averaged  about  y2 
passengers  each  way  per  day  between  Alexandria  and  Mon¬ 
roe.  In  view  of  the  foregoing  and  all  of  the  facts  of  record 
we  conclude  that  a  local  feeder  service  between  Shreveport 
and  Monroe  via  Natchitoches,  Lake  Charles  and  Alexandria 
is  not  required  by  the  public  convenience  and  necessity. 

Trans-Texas  and  Continental  Southern  proposes  service 
between  Lake  Charles  and  New  Orleans  via  Lafayette  and 
Baton  Rouge,  points  served  by  Eastern.  In  addition,  Trans- 
Texas  would  serve  Donaldsonville.  In  its  original  decision 
in  the  Mississippi  Valley  Case  the  Board  found  that  tjiis 
service  would  be  essentially  duplicative  of  Eastern’s  and 
would  not  be  in  the  public  interest.  We  find  no  evidence 
on  the  reopened  record  to  compel  a  different  con- 
2514  elusion. 

The  examiner  has  recommended  a  route  between 
Lake  Charles  and  New  Orleans  via  Crowley,  Opelousas, 
Baton  Rouge  and  Houma.  This  route  would  provide  air 
service  for  the  first  time  to  Crowley,  Opelousas  and  Houma. 
Crowley  has  an  estimated  population  of  13,000  and  is 
located  49  miles  by  highway  from  Lake  Charles  and  23 
miles  from  Lafayette.  Opelousas  has  an  estimated  popula¬ 
tion  of  15,000  and  is  25  miles  by  highway  from  Lafayette. 
Houma  has  an  estimated  population  of  15,500  and  is  lo¬ 
cated  approximately  50  miles  by  good  highway  southwest 
of  New  Orleans. 

The  record  contains  no  evidence  to  indicate  that  East¬ 
ern’s  service  between  Lake  Charles,  Lafayette/New  Iberia, 
Baton  Rouge  and  New  Orleans  is  inadequate  to  meet  pres¬ 
ent  traffic  demands.  In  March  and  September  1948  there 
were  250  passengers  between  Lake  Charles  and  Bdton 
Rouge,  or  an  average  of  2  each  way  per  day;  450  passen- 


722 


gers  between  Lake  Charles  and  New  Orleans,  or  an  aver¬ 
age  of  3.7  passengers  each  way  per  day;  and  103  passengers 
between  Baton  Rouge  and  New  Orleans  or  an  average  of 
3.7  passengers  each  way  per  day. 

We  are  cognizant  of  and  fully  sympathetic  with  the 
desire  of  all  of  the  unserved  cities  under  consideration  to 
provide  scheduled  air  transportation  service  to  their  com¬ 
munities,  but  it  is  economically  prohibitive  to  authorize  such 
service  to  every  small  city.  In  respect  to  Crowley,  Ope¬ 
lousas  and  Houma,  which  would  be  afforded  air  service 
for  the  first  time,  we  cannot  overlook  the  relatively  low 
economic  potential  of  these  three  small  cities,  their  proxi¬ 
mity  to  scheduled  air  transportation,  their  existing  high¬ 
way  facilities  and  the  amount  of  duplication  involved  in 
respect  to  points  presently  served  by  Eastern.  In  the  light 
of  these  considerations  we  do  not  feel  that  the 
2515  Boards  developmental  and  promotional  responsibili¬ 
ties  justify  experimentation  with  a  local  feeder  route 
extending  260  miles  between  Lake  Charles  and  New  Or¬ 
leans  on  the  basis  of  the  needs  of  these  intermediate  points 
alone  in  the  face  of  our  experience  with  feeder  line  opera¬ 
tions,  reasonable  future  expectations  and  the  high  cost  of 
such  service  to  the  Government  in  the  form  of  mail  pay. 
These  factors  were  weighed  in  the  Board’s  original  opin¬ 
ion  in  the  Mississippi  Valley  Case  and  they  again  lead  us 
to  conclude  on  the  reopened  record  that  a  local  feeder 
service  between  Lake  Charles  and  New  Orleans  via  Crow¬ 
ley,  Opelousas,  Baton  Rouge  and  Houma  is  not  required 
by  the  public  convenience  and  necessity. 

Under  Continental-Southern’s  proposal  a  Shreveport- 
New  Orleans  service  would  be  possible.  We  have  con¬ 
cluded  that  there  is  no  need  for  a  Shreveport-Lake  Charles 
and  a  Lake-Charles-New  Orleans  local  feeder  route.  At  the 
present  time  Delta  and  Mid-Continent  operate  between 
Shreveport  and  New  Orleans.  During  March  and  Septem¬ 
ber  there  was  an  average  of  about  30  passengers  per  day 
between  these  points.  There  was  no  showing  on  the  re¬ 
opened  record  of  any  inadequacy  of  existing  service  be- 
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tween  Shreveport  and  New  Orleans  and  it  is  clear  that 
there  is  no  justification  for  duplicating  them  on  the  basis ; 
of  the  needs  of  the  intermediate  points  hereinbefore  dis¬ 
cussed.  Accordingly,  we  find  that  the  public  convenience 
and  necessity  do  not  require  a  local  feeder  route  betweer. 
Shreveport  and  New  Orleans. 

Southern  seeks  a  route  extension  of  292  miles  betweei. 
Columbus,  Ga.,  and  Mobile  via  Dothan  and  Andalusia/Opp 
primarily  to  connect  its  present  system  with  the 
2516  routes  previously  designated  by  the  Board  in  it^ 
original  decision  in  the  Mississipi  Valley  Case.  Ir[ 
its  original  decision  in  the  Southeastern  States  Case  the 
Board  denied  a  similar  request  by  Southern.  As  herein¬ 
after  discussed,  no  new  facts  have  been  developed  on  the 
reopened  record  which  would  lead  to  a  different  conclusion 

The  only  city  on  this  proposed  route  not  presently  served 
by  air  is  Andalusia/Opp.  These  two  relatively  closely  con¬ 
nected  towns  in  Alabama  have  a  combined  1940  population 
of  10,064.  The  nearest  airline  stop  is  Dothan,  a  distance 
of  54  miles  by  highway. 

Columbus  receives  service  by  Eastern  to  and  from  Mem¬ 
phis,  Muscle  Shoals,  Birmingham,  Montgomery,  Pensacola, 
Dothan,  Mobile,  New  Orleans  and  points  west  thereof;  by 
Delta  to  and  from  Montgomery,  Meridian,  Jackson,  Mon¬ 
roe,  Hattiesburg,  New  Orleans  and  points  west;  and  via 
Southern  to  Columbus,  Miss.,  and  Memphis.  Dothan  re¬ 
ceives  service  on  Eastern’s  routes  Nos.  5  and  10.  Mobile 
presently  receives  service  by  Eastern  to  New  Orleans, 
Dothan,  and  Columbus,  among  other  points;  by  capital 
to  New  Orleans  and  by  National  to  Gulfport/Biloxi  and 
New  Orleans.  During  March  and  September  1948  there 
was  an  average  of  29  passengers  or  less  than  one  a  day  be¬ 
tween  Columbus  and  New  Orleans,  and  an  average  of  13 
passengers  or  less  than  one-half  per  day  between  Columbus 
and  Mobile.  During  the  month  of  September  1948  there 
were  only  28  passengers  between  Dothan  on  the  one  hand 
and  New  Orleans  and  Mobile  on  the  other. 
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In  view  of  the  foregoing  and  all  the  facts  of  record  we 
conclude  that  the  public  convenience  and  necessity  re¬ 
quire  the  establishment  of  a  route  authorizing  the  trans¬ 
portation  of  persons,  property,  and  mail  between  (a) 
2517  Memphis  and  New  Orleans  via  Clarksdale,  Green¬ 
ville,  Vicksburg,  Jackson,  Natchez  and  Baton  Rouge; 
and  (b)  between  Columbus  and  Mobile,  via  Jackson,  Laurel 
and  Hattiesburg.  We  further  conclude  that  the  public  con¬ 
venience  and  necessity  do  not  require  any  of  the  other  pro¬ 
posed  services. 

As  heretofore  pointed  out,  only  Southern  and  Trans- 
Texas  of  the  applicants  in  this  proceeding  are  now  engaged 
in  scheduled  air  transportation  pursuant  to  certificates  of 
public  convenience  and  necessity  issued  by  the  Board.  Mag¬ 
nolia  is  a  fixed  base  operator.  Continental  Southern  is  a 
bus  operator,  and,  at  the  present  time,  is  not  engaged  in 
air  transportation.  It  proposes  to  enter  that  field  by  virtue 
of  applications  in  both  this  proceeding  and  the  Parks  In¬ 
vestigation  Case  where  it  seeks  the  routes  previously 
awarded  to  Parks  Air  Lines,  Inc.,  in  the  Great  Lakes  Area 
Case  and  the  original  Mississippi  Valley  Case. 

We  have  carefully  considered  the  needs  of  the  area  in¬ 
volved  in  this  proceeding  and  conclude  that  the  establish¬ 
ment  of  the  service  found  to  be  required  herein  can  be 
justified  only  as  an  extension  of  some  existing  air  transpor¬ 
tation  system  previously  established  by  the  Board.  This 
decision  is  dictated  by  such  consideration  as  the  nature  of 
the  terrain  to  be  served,  the  reasonable  expectation  of  the 
traffic  potential  of  the  points  designated,  the  pattern  of 
service  required  and  the  length  of  the  routes  being  estab¬ 
lished.  We  are  aware  of  the  fact  that  in  other  instances  we 
have  found  that  the  public  convenience  and  necessity  re¬ 
quired  the  establishment  of  independent  systems  of  com¬ 
parable  mileage.  However,  there  were  in  those  cases  factors 
dictating  the  establishment  of  independent  systems  which 
are  not  present  here,  and  in  the  absence  of  such  considera¬ 
tions  we  feel  that  larger  systems  than  that  here  involved 
are  necessary  for  successful  operations.  Accord- 
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2518  ingly,  we  find  that  it  would  not  be  in  the  public  in¬ 
terest  to  award  these  routes  to  either  Magnolia  or 

to  Continental  Southern  as  a  separate  operation. 

In  this  connection,  Continental  Southern  filed  a  motion 
requesting  deferment  of  all  or  part  of  the  decision  herein 
for  consideration  with  the  Parks  Investigation  Case,  Docket 
No.  3965  et  al.  It  argued  that  the  routes  for  which  it  applied 
in  the  latter  case  would  integrate  with  any  found  to  be  re¬ 
quired  herein  and  that  service  over  a  combination  of  pie 
routes  should  be  operated  by  a  single  carrier.  It  conse¬ 
quently  urged  concurrent  consideration  of  the  instant  pro¬ 
ceeding  with  the  Parks  Investigation  Case  in  order  that  |the 
Board  would  be  in  a  position  to  determine  the  best  manfier 
in  which  any  routes  authorized  should  be  served.  We  have 
considered  both  cases  concurrently  and  have  issued  bur 
opinion  in  the  Parks  Investigation  Case .  We  there  con¬ 
cluded  that  a  carrier  other  than  Continental  Southbm 
should  be  selected  to  operate  the  routes  for  which  Parks 
was  previously  selected  in  the  Great  Lakes  Area  Case  and 
the  Mississippi  Valley  Case.  This  being  so,  Continental 
Southern’s  motion  is  now  moot  and  should  be  dismissed. 
Also,  its  contentions  as  to  integration  of  the  routes  in  this 
proceeding  with  those  involved  in  the  Parks  Investigation 
Case,  should  it  be  selected,  are  no  longer  apposite. 

Apart  from  our  conclusion  that  the  routes  we  are  here 
establishing  can  be  justified  only  if  operated  as  part  of  an 
existing  system,  we  find  that  Continental  Southern  shquld 
not  be  selected  to  operate  the  services  in  the  lower  lllis- 
sissippi  Valley.  In  our  opinion  in  the  Parks  Investigation 
Case  we  discussed  at  some  length  the  legal  questions  aris¬ 
ing  under  the  Act  as  a  result  of  Continental  Southern’s 
position  as  a  surface  carrier  engaged  in  bus  operations  land 
its  control  by  the  Transcontinental  Bus  System — a 

2519  holding  and  operating  company  in  the  same  field. 
What  was  said  there  is  equally  applicable  here.  We 

pointed  out  that  there  was  a  serious  question  whether  (ton- 
tinental  Southern  could  meet  the  tests  required  of  it  as  a 
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surface  carrier  controlled  by  the  Transcontinental  Bus  Sys¬ 
tem.  We  also  called  attention  to  the  fact  that  even  were 
we  to  assume  that  the  tests  could  be  met,  the  various  prob¬ 
lems  raised  by  Continental  Southern’s  surface  operations 
and  affiliations  could  be  resolved  only  after  substantial  pro¬ 
ceedings. 

Although  the  delays  in  the  disposition  of  this  proceeding 
have  been  unavoidable,  the  fact  remains  that  such  delays 
have  occurred  and  have  prevented  the  inauguration  of 
any  service  to  the  lower  Mississippi  Valley  area  for  a  num¬ 
ber  of  years.  The  public  interest  demands  that  we  insure, 
insofar  as  possible,  that  service  in  the  area  will  be  inaugu¬ 
rated  and  that  such  inauguration  take  place  at  the  earliest 
possible  data.  Admittedly,  the  activation  of  the  route  will 
take  some  time  at  best.  Even  the  selection  of  an  existing 
carrier  will  require  the  delays  inherent  in  the  commence¬ 
ment  of  service,  including  the  time  involved  in  raising  the 
necessary  capital.  However,  we  do  not  believe  that  these 
steps  on  the  part  of  an  existing  carrier  will  take  the  time 
or  be  beset  with  the  uncertainties  that  would  the  certifica¬ 
tion  of  Continental  Southern. 

The  certification  of  Trans-Texas  would  not  require  the 
further  procedural  delays  inherent  in  the  selection  of  Con¬ 
tinental  Southern.  Other  considerations  however,  militate 
against  the  selection  of  this  carrier. 

In  the  original  decision  in  the  Mississippi  Valley  Case  the 
Board  stated: 

‘‘In  the  T exas-Oklahoma  Case  we  awarded  Trans- 
Texas  extensive  feeder  routes  in  western,  central  and 
southern  Texas.  Its  sphere  of  operation  is  centered 
in  that  area  and  we  do  not  believe  that  its  operation 
should  be  extended  into  and  across  the  Mississippi 
Valley  region.  Obviously  there  would  be  no  logical  in¬ 
tegration  between  an  operation  in  Texas  with  a  north- 
south  operation  along  the  Mississippi  and  therefore 
we  find  that  Trans-Texas  should  not  be  selected  to  pro¬ 
vide  the  service  herein  found  required.” 
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2520  The  reopened  record  in  this  proceeding  lends  add^d 
weight  to  this  finding.  The  operational  advantages 

claimed  by  Trans-Texas  of  integrating  its  present  routes 
with  any  service  found  to  be  required  herein  are  highly  con¬ 
jectural  since  the  required  service  would  be  completely  dis¬ 
sociated  from  that  carrier’s  present  operations.  It  woi^ld 
appear  necessary  for  Trans-Texas  to  maintain  two  entirely 
separate  organizations  and  an  award  of  the  service  to 
Trans-Texas  would  in  no  way  further  the  establishment 
of  a  properly  integrated  air  transportation  system  and 
would  therefore  be  contrary  to  the  public  interest. 

In  the  original  decision  in  the  Mississippi  Valley  Case 
the  Board  awarded  the  previously  designated  routes  to 
Southern  for  the  reason  that  they  could  be  operated  as  an 
integral  part  of  that  carrier’s  system  and  enable  it  to  make 
greater  and  more  efficient  use  of  its  equipment.  We  feel 
that  the  considerations  of  economy  and  integration  under¬ 
lying  this  conclusion  are  even  more  persuasive  on  the  re¬ 
opened  record  than  when  previously  before  the  Board. 

Southern  is  closely  associated  with  the  area  to  be  served 
and  is  now  a  going  concern.  On  brief  and  in  oral  argument 
that  carrier  stressed  the  low  economic  potential  of  the 
area  and  the  points  now  served  by  it  and  the  possible  ne|ed 
for  its  abandoning  service  over  a  part  of  its  system.  Im¬ 
provement  of  the  economic  position  of  an  air  carrier  is  in 
accord  with  the  policy  provisions  of  the  Act  which  direct 
the  Board  to  encourage  and  develop  an  economically  soutd 
national  air  transportation  system.12  We  believe  that  the 
routes  herein  found  required  will  integrate  naturally  with 
the  Southern  system  and  serve  to  develop  a  sound  air 
transportation  unit,  strengthening  the  ability  of  Southern 
to  meet  the  needs  of  the  territory  it  serves. 

2521  In  again  determining  to  award  the  routes  to  South¬ 
ern  we  have  given  careful  consideration  to  that  car 


12  Colonial  Air.  et  al.,  Atlantic  Seaboard  Op.,  4  C.A.B.  633 
Transcontinental  &  W.  A.  et  al.,  Detroit-Memphis,  6  C.A.B.  117 
Mid-Continent  Air,  et  al.,  Kansas  City-New  Orleans,  6  C.A.B.  253 
Latin  American  Air  Service,  6  C.A.B.  857  (911) ;  Southeastern 
Case,  7  C.A.B.  863  (886). 
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rier ’s  fitness,  willingness,  and  ability  to  provide  the  service. 
The  examiner  in  his  report  expressed  doubts  whether 
Southern  would  be  able  to  raise  the  capital  necessary  to 
inaugurate  service  over  the  routes  which  he  recommended. 
However,  the  situation  with  which  the  examiner  was  con¬ 
fronted  differs  in  material  respects  from  that  existing  at 
the  present  time.  The  routes  which  he  recommended  were 
almost  double  in  length  those  which  we  are  setting  up  and 
would  have  required  the  establishment  of  18  new  stations 
as  compared  with  the  10  which  must  be  established  under 
our  decision.  Moreover,  at  the  time  of  the  hearing  Southern 
had  not  inaugurated  service  over  the  route  system  awarded 
it  in  the  Southeastern  States  Case  and  a  major  portion  of 
its  efforts  were  necessarily  being  devoted  to  the  activation 
of  its  existing  routes.  Much  of  the  evidence  relating  to 
Southern  was  directed  to  its  financial  ability  to  commence 
service  over  those  routes.  At  that  time  Southern  estimated 
the  capital  requirements  for  its  present  route  system  at 
$203,100.  The  carrier’s  balance  sheet  as  of  March  10,  1949, 
showed  assets  of  $302,000  and  a  stated  net  worth  of  $191,- 
038.  However,  the  examiner  concluded  that  only  a  small 
part  of  those  assets  was  actually  available  to  finance  its  ex¬ 
isting  routes  and  that  'when  its  liabilities  were  subtracted 
from  assets  available  for  conducting  its  then  authorized 
services,  Southern’s  net  worth  amounted  to  only 
2522  $17,960. 

Southern,  in  support  of  its  ability  to  inaugurate 
service  over  the  system  it  then  possessed,  relied  on  an 
“agreement  in  principle”  with  an  investment  firm  to  sell 
$300,000  of  the  company’s  common  stock.  This  was  not  a 
legally  binding  commitment  on  the  part  of  the  investment 
house  to  underwrite  the  stock  issued.  Nevertheless,  during 
May  1949,  that  firm,  pursuant  to  its  agreement  with  South¬ 
ern,  offered  100,000  shares  of  the  common  stock  of  South¬ 
ern  at  $3  per  share  to  the  public  in  the  states  through  which 
its  existing  routes  passed.  This  offering  was  fully  sub¬ 
scribed  for  and  all  shares  were  sold.  Thereafter,  Southern 
received  net  proceeds  of  this  sale  in  the  amount  of  $255,000 
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and  commenced  scheduled  operations.  Since  September  15 
1949,  Southern  has  been  performing  two  round  trips  daily 
over  its  entire  system. 

The  estimates  of  the  capital  requirements  submitted  bi 
the  applicants  in  this  proceeding  and  those  considered  by 
the  examiner  were,  as  heretofore  noted,  for  a  much  morp 
extensive  route  network  than  we  have  found  to  be  require 
Furthermore,  the  selection  of  an  existing  carrier  which  ca: 
integrate  the  new  routes  with  its  existing  system  substan¬ 
tially  reduces  those  requirements  below  what  they  woul 
be  for  a  new  company  or  an  existing  company  that  coul 
not  achieve  such  integration.  On  the  basis  of  two  roun 
trips  daily  over  the  790  route  miles  involved,  the  addi¬ 
tional  service  would  total  3,160  plane  miles  per  day.  South¬ 
ern’s  utilization  experience  during  its  entire  1949  opera¬ 
tion,  the  close  integration  of  the  additional  segments  with 
its  present  route  system,  and  our  experience  with  feeder 
line  operations  leads  us  to  believe  that  Southern  would 
require  three  additional  DC-3  aircraft  for  the  immediate 
activation  of  the  new  route  segments  and  possibly  a  fourth 
DC-3  to  achieve  ultimately  a  completely  stable  op- 
2523  erating  pattern.  Current  market  prices,  therefore, 
would  appear  to  require  the  investment  of  somj 
$200,000  for  this  additional  flying  equipment.  Experience 
also  indicates  that  an  additional  $50,000  would  be  required 
for  pre-operating  expenses  and  working  capital,  and  an¬ 
other  $50,000  for  establishing  stations  at  points  not  now 
served  by  the  company.  Thus  the  operations  will  require  a 
capital  investment  of  approximately  $300,000. 

As  of  March  31,  1950,  Southern’s  financial  position,  after 
excluding  certain  items  carried  on  its  balance  sheet  which 
we  hereinafter  conclude  we  would  not  be  warranted  on  th|e 
record  herein  in  considering,  indicates  that  the  carrier  doe|s 
not  now  possess  the  necessary  capital  to  inaugurate  service 
over  the  routes.  In  support  of  its  ability  to  finance  the 
route  sought  in  the  present  proceeding,  Southern  also  re¬ 
lies  on  its  ability  to  sell  to  the  public,  through  the  invest¬ 
ment  banking  firm  that  handled  its  stock  issue  in  connec- 
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tion  with  activation  of  its  existing  route,  additional  com¬ 
mon  stock.  The  representative  from  the  investment  bank¬ 
ing  firm  indicated  at  the  hearing  that  his  company  would 
undertake  to  raise  the  necessary  funds  to  operate  any  ad¬ 
ditional  route  awarded  to  Southern.  Of  course  this  offer  is 
not  a  legally  binding  commitment,  but  it  is  very  similar  to 
the  representations  made  by  Southern  in  the  Southeastern 
States  Case  on  which  the  Board  relied  in  certificating  South¬ 
ern’s  present  route.  While  the  former  “agreement  in  prin¬ 
ciple”  with  the  same  investment  firm  was  likewise  an  offer 
possessing  no  legal  compulsion,  the  commitment  was  never¬ 
theless  carried  out  and  services  were  inaugurated  by  the 
carrier. 

In  many  previous  cases  involving  the  establishment  of 
substantial  new  feeder  route  systems,  the  applicants  se¬ 
lected  by  the  Board  were  not  able  to  demonstrate 
2524  in  the  record  that  they  had  all  the  necessary  funds 
right  at  hand  to  cover  capital  requirements  or  that 
they  had  firm  commitments  assuring  that  such  funds  would 
be  forthcoming.  Conversely  evidence  of  record  that  par¬ 
ties  have  had  a  large  amount  of  cash  available  at  time  of 
hearing  is  not  complete  assurance  that  such  funds  would 
be  available  subsequent  to  Board  decision  for  use  in  estab¬ 
lishing  air  carrier  operations.  In  short,  the  presence  or 
absence  of  large  cash  reserves  at  the  time  of  hearing  should 
not  be  completely  controlling  in  view  of  the  lapse  of  time 
between  hearing  and  decision,  the  uncertainties  as  to  the 
nature  and  extent  of  the  routes  ultimately  established,  and 
the  possibility  of  marked  changes  in  the  money  market. 
Southern  is  under  compulsion  herein  to  make  a  reasonable 
showing  that  when  it  receives  a  certificate  it  will  be  able 
to  complete  its  preparation  and  inaugurate  the  new  service 
within  a  reasonable  time.  It  is  our  conclusion  that  South¬ 
ern’s  previous  success  in  raising  funds  while  a  nonoperat¬ 
ing  company,  combined  with  a  similar  commitment  from 
the  same  investment  firm  to  obtain  equity  capital  for  a  go¬ 
ing  concern,  constitutes  a  satisfactory  showing  herein  of  its 


financial  ability  to  activate  the  route.  This  is  particularly 
true  in  view  of  the  fact  that  the  additional  routes  which  we 
are  awarding  to  Southern  will  integrate  with  its  existing 
routes  and  form  a  larger  and  stronger  system  than  its  pres¬ 
ent  operations.  This  should  materially  assist  in  the  pro¬ 
curement  of  capital  for  the  additional  routes  we  are  award4 
ing  to  the  carrier.  In  view  of  the  foregoing  facts  we  con¬ 
clude  that  Southern  is  fit,  willing,  and  able  to  perform  the 
additional  services  herein  authorized.  An  affidavit  of  the 
company’s  secretary  leaves  no  doubt  that  the  company  is  4 
citizen  of  the  United  States  within  the  meaning  of  sectiod 
1(13)  of  the  Act. 

2525  Requests  to  rule  specifically  upon  proposed  find¬ 
ings  of  fact  and  conclusions  of  law  have  been  sub¬ 
mitted  pursuant  to  section  8(b)  of  the  Administrative  Pro| 
cedure  Act 14  by  the  intervenors,  Chicago  and  Southern  Air 
Lines,  Inc.,  and  the  Post  Office  Department,  in  this  proceedr 
ing.  These  requested  findings  and  conclusions  are  numer¬ 
ous,  involved,  and  argumentative  making  it  difficult  to  deal 
with  them  other  than  through  the  medium  of  our  own  find¬ 
ings  and  opinion  herein.  In  protracted  proceedings,  such 
as  this,  where  many  interests  are  represented  the  Board  i*5 
confronted  with  many  complicated  proposed  findings  deal¬ 
ing  with  the  same  facts.  We  feel  that  no  useful  purpose 
would  be  served  in  passing  upon  them  seriatim  in  the  light 
of  the  complete  findings  we  have  issued  herein.  We  view 
our  findings  and  opinion  herein  as  constituting  full  comk 
pliance  with  section  8(b)  of  the  Administrative  Procedure 
Act.  We  have  considered  all  of  the  requested  findings  and 
conclusions  in  the  preparation  of  this  opinion  insofar  as 

they  are  relevant  and  material  to  the  issues  in  this  cash 
— - 

14  The  provisions  of  section  8(b)  of  the  Adiministrative  Procedure  Act 
that  the  record  must  show  the  ruling  upon  each  proposed  finding  or  con¬ 
clusion  submitted  by  any  party  to  an  agency  proceeding  is  satisfied  by 
the  findings  and  opinion  setting  forth  in  detail  the  factual  data  and 
reasons  underlying  the  conclusions  of  the  agency,  and  it  is  not  necessary 
to  pass  upon  each  proposed  finding  and  order.  See  Pike  and  Fischer , 
Admin.  Law  48  f.  261-1,  In  the  Matter  of  the  Commonwealth  of  and 
Southern  (Delaware)  Security  Exchange  Commission,  April  21,  1947, 
Holding  Company  Act  of  1936,  Release  Nos.  76  and  67.  (S.E.C.  1947) 
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and,  except  to  the  extent  that  they  are  expressly  or  im¬ 
pliedly  affirmed,  they  are  denied. 

2526  Continental  Southern  also  filed  a  motion  request¬ 
ing  the  Board  to  reopen  the  record  for  the  purpose 

of  receiving  additional  evidence  or  in  the  alternative  to  ex¬ 
clude  certain  evidence  which  Southern  brought  into  the 
record  by  stipulation. 

At  oral  argument,  Southern  represented  that  its  finan¬ 
cial  condition  would  improve  and  directed  the  Board’s  at¬ 
tention  to  a  balance  sheet  to  be  filed  at  a  later  date.  On 
April  17, 1950,  Southern  filed  Schedule  A  of  Form  41  which 
shows  that  it  borrowed  $300,000  and  that  its  working  capital 
position  has  been  substantially  improved.  Continental 
Southern  argues  that  if  there  are  restrictions  on  the  use  of 
these  borrowed  funds,  the  balance  sheet  of  Southern  does 
not  conform  to  the  uniform  system  of  accounts,  is  not  em¬ 
braced  within  the  stipulation  and  cannot  therefore  be  con¬ 
sidered  a  part  of  the  record.  It  maintains  that  in  stipulat¬ 
ing  subsequently  filed  Forms  41  it  had  no  intention  of  per¬ 
mitting  the  introduction  of  controversial  evidence  into  the 
record  that  has  the  effect  of  changing  the  complexion  of 
the  entire  case.  It  contends  that  this  most  important  single 
piece  of  evidence  was  not  submitted  for  the  record  by 
Southern  until  more  than  5  weeks  after  the  last  procedural 
step  had  been  taken  and  that  to  deny  Continental  Southern 
the  right  to  cross-examine  on  it  would  be  a  denial  of  jus¬ 
tice  and  a  distortion  of  the  usefulness  of  the  stipulation 
procedure. 

In  selecting  Southern  to  provide  the  service  authorized 
herein,  the  Board  has  based  its  findings  on  reasons  other 
than  the  loan  item  shown  in  that  carrier’s  Form  41  report 
filed  for  March  31,  1950.  Consequently,  reopening  of  the 
record  to  receive  additional  evidence  or  to  exclude 

2527  the  stipulated  material,  or  to  adapt  any  of  the  other 
courses  of  action  suggested,  is  unnecessary  and  the 

motion  of  Continental  Southern  is  denied. 

Continental  Southern  also  filed  a  motion  requesting  de¬ 
ferment  of  all  or  part  of  the  decision  herein  for  considera- 


733 


tion  with  the  Paries  Investigation  Case,  Docket  No.  3965, 
et  al.  It  argued  that  the  route  for  which  it  applied  in  that 
case  would  integrate  with  any  found  to  be  required  herein 
and  that  the  service  should  be  operated  by  a  single  carried 
It  urges  concurrent  consideration  of  the  instant  proceed¬ 
ing  with  the  Parks  Investigation  Case  so  that  the  Board 
will  be  in  the  position  of  determining  the  best  manner  in 
which  any  routes  authorized  should  be  served.  We  have,  in 
effect,  considered  both  cases  concurrently  but  since  our  de¬ 
cision  in  the  Parks  Investigation  Case  has  preceded  our 
decision  herein  the  motion  is  dismissed  as  moot. 

We  shall  now  proceed  to  decision  on  Delta’s  pending  ap¬ 
plication  for  the  addition  of  Monroe  as  an  alternate  inter¬ 
mediate  point  to  Alexandria  on  the  Fort  Worth/Dallas- 
New  Orleans  segment  of  route  No.  24. 

The  population  of  Monroe,  including  that  for  the  adja¬ 
cent  city  of  West  Monroe,  was  36,869  in  1940.  Delta  pres¬ 
ently  serves  Monroe  between  Shreveport  and  Jacksota. 
Under  Delta’s  proposal  Monroe  would  receive  direct  serv¬ 
ice  to  and  from  Baton  Rouge  and  New  Orleans  on  an  alter¬ 
nate  basis  with  Alexandria  between  Shreveport  and  Batbn 
Rouge.  Monroe  is  now  provided  three  round  trips  daily 
by  Delta  to  Jackson  where  connections  are  available  via 
Chicago  and  Southern  to  New  Orleans.  Delta  similarly  pro¬ 
vides  Monroe  service  to  Baton  Rouge  and  New  Or- 
2528  leans  via  connections  at  Shreveport.  Interstation  air 
mileages  between  Monroe  on  the  one  hand  and  New 
Orleans  via  Jackson  and  Baton  Rouge  via  Shreveport  pn 
the  other  are  271  and  309  miles,  respectively.  Delta’s  pro¬ 
posal  would  result  in  a  savings  of  61  miles  over  the  rail 
route  to  Baton  Rouge  and  57  miles  over  the  shortest  dis¬ 
tance  by  highway.  Commercial  airline  distance  between 
Monroe  on  the  one  hand  and  New  Orleans  and  Baton  Rouge 
on  the  other  would  be  reduced  58  and  161  miles,  respective¬ 
ly,  over  present  connection  via  Jackson  and  Shreveport. 

The  present  flight  distance  between  Shreveport  and  Ba¬ 
ton  Rouge  is  210  miles.  Via  the  proposed  alternate  Monroe 
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routing,  it  is  247  miles  or  37  miles  longer  between  these 
points.  While  the  overall  cost  of  the  additional  service 
would  be  small  since  Delta  presently  serves  Monroe  and 
time  and  mileage  savings  would  result  to  the  traveling  pub¬ 
lic  in  and  out  of  Monroe,  the  proposed  alternate  routing 
does  not  appear  to  be  as  promising  today  as  it  was  when 
Delta  originally  prosecuted  its  application. 

During  the  months  of  March  and  September  1948  Delta 
carried  a  monthly  average  of  2,135  passengers  over  its  pres¬ 
ent  Shreveport- Alexandria-Baton  Rouge  routing  or  a  little 
more  than  70  a  day.  Delta  is  presently  serving  this  traf¬ 
fic  with  three  schedules  daily. 

As  we  see  the  proposal  at  the  present  time  it  involves 
two  possibilities:  (1)  either  Delta  would  split  the  three 
present  schedules  between  Shreveport  and  Baton  Rouge 
to  serve  Monroe  on  an  alternate  basis  with  Alexandria ;  or 
(2)  it  would  operate  additional  flights  for  this  pur- 
2529  pose. 

As  to  the  first,  Delta,  instead  of  serving  Alexandria 
with  three  schedules  as  it  is  now  doing,  would  reduce  service 
at  this  point  to  either  one  or  two  flights  a  day.  However, 
during  March  and  September  1948  Delta  carried  a  monthly 
average  of  46  Monroe-New  Orleans  connecting  passengers 
to  and  from  Jackson  in  contrast  with  332  Alexandria-New 
Orleans  passengers.  In  the  light  of  the  comparatively  heav¬ 
ier  traffic  flow  over  its  present  routing  via  Alexandria, 
Delta  presumably  would  concentrate  the  majority  of  its 
schedules  to  serve  this  city  with  two  of  its  three  flights  and 
limit  an  alternate  Monroe  routing  to  one  schedule  a  day. 
It  is  the  Board’s  experience  that  in  order  to  develop  traf¬ 
fic  and  to  provide  adequate  service  at  least  two  daily  round 
trips  should  be  operated  over  each  segment  of  a  route. 
Therefore  the  provision  of  one  schedule  a  day  at  Alexan¬ 
dria  or  Monroe  would  be  of  little  value  since  such  service 
at  either  point  would  be  inadequate. 

With  respect  to  the  second  possibility,  and  to  remedy  the 
disadvantage  of  Delta’s  serving  either  point  with  only  one 
flight  daily,  Delta  would  have  the  alternative  of  providing 
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both  Alexandria  and  Monroe  with  a  minimum  of  two 
schedules  each,  making  a  total  of  four  daily  instead  of 
three  between  Shreveport  and  Baton  Rouge.  Alexandria, 
however,  is  presently  served  by  three  flights  and  by  taking 
one  away  it  is  reasonable  to  assume  that  traffic  at  this  point 
would  be  adversely  affected  and,  to  the  extent  that  any 
gain  at  Monroe  would  result,  it  is  doubtful  that  it  would 
offset  the  loss  at  Alexandria. 

We  recognize  that  passengers  traveling  from  Monroe  to 
New  Orleans  and  Baton  Rouge  are  subject  to  the  dis- 
2530  advantages  of  connecting  services  and  circuitous 
routings.  The  problems  of  scheduling,  however,  do  . 
not  permit  perfect  connecting  service  at  every  city  and  6ne 
of  the  factors  that  must  be  weighed  is  the  volume  of  traf¬ 
fic  which  is  inconvenienced.  During  the  months  of  Mafch 
and  September  1948  Delta  carried  a  total  daily  average  of 
less  than  two  Monroe  passengers  to  and  from  New  Orleans 
and  Baton  Rouge.  Considering  the  small  amount  of  traf¬ 
fic  that  would  be  benefited,  it  does  not  appear  to  be  in  the 
interest  of  Delta  to  make  adjustments  in  its  present  sched¬ 
uling  between  New  Orleans  and  Shreveport  to  provide  Mon¬ 
roe  with  direct  service  to  and  from  New  Orleans  and  Ba)ton 
Rouge.  And  even  if  the  1948  volume  were  increased  five 
times  by  direct  service  to  an  average  of  about  10  per  day, 
it  still  would  not  be  substantial  enough  to  justify  the  cost 
of  adding  extra  flights  over  the  segment  for  this  purpose. 

While  the  authorization  of  Delta  to  provide  Monroe  ■v^dth 
Baton  Rouge-New  Orleans  service  alternately  with  Alex¬ 
andria  would  require  the  addition  of  only  37  new  route  miles 
and  no  increased  expense  for  ground  installations  would 
be  involved,  another  cost  factor  must  be  considered.  It 
seems  clear  that  Delta  would  have  to  equalize  its  present 
fare  structure  for  Shreveport-Baton  Rouge-New  Orleans 
passengers  over  the  proposed  alternate  routing  otherwise 
they  would  not  ride  the  long  way  around  via  Monroe.  This 
means  that  Delta  would  carry  this  traffic  37  miles  farther 
than  the  present  distance  between  these  points  at  a  com¬ 
mon  fare,  or  a  lower  rate,  and  at  no  cost  for  the  greater 
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mileage.  Thus,  there  appears  to  be  two  inherent  cost  dis¬ 
advantages  in  the  proposed  operation.  First,  it  would  cost 
Delta  more  to  carry  some  of  its  present  traffic  over 

2531  the  longer  routing  via  Monroe  and,  secondly,  it  would 
be  largely  dependent  upon  the  lower  Monroe-Baton 

Rouge-New  Orleans  traffic  potential.  In  view  of  these  con¬ 
siderations  we  conclude  that  the  public  convenience  and 
necessity  do  not  require  the  addition  of  Monroe  as  an  alter¬ 
nate  intermediate  point  to  Alexandria  on  the  Shreve¬ 
port-New  Orleans  segment  of  route  No.  24. 

On  the  basis  of  the  foregoing  findings  and  conclusions 
and  after  consideration  of  all  of  the  facts  of  record,  we 
find — 

1.  That  the  public  convenience  and  necessity  require 
that  the  certificate  of  Southern  Airways,  Inc.,  for  route  No. 
98  should  be  amended  to  authorize  the  transportation  of 
persons,  property,  and  mail — 

(a)  Between  the  terminal  point  Memphis,  Tenn., 
via  the  intermediate  points  Clarksdale,  Miss.,  Green¬ 
ville,  Miss.,  Vicksburg,  Miss.,  Jackson,  Miss.,  Natchez, 
Miss.,  Baton  Rouge,  La.,  and  the  terminal  point  New 
Orleans,  La. 

(b)  Between  the  terminal  point  Columbus,  Miss., 
the  intermediate  points  Jackson,  Miss.,  Laurel,  Miss., 
Hattiesburg,  Miss,  and  the  terminal  point  Mobile,  Ala. 

2.  That  Southern  Airways,  Inc.,  is  fit,  willing  and  able 
to  perform  properly  the  transportation  authorized  and  to 
conform  to  the  provisions  of  the  Act,  and  the  rules,  regula¬ 
tions,  and  requirements  of  the  Board  thereunder. 

3.  That  the  application  of  Delta  Air  Lines,  Inc.,  in 
Docket  No.  1860  should  be  denied. 

2532  4.  That  the  motion  of  Continental  Southern  Lines, 
Inc.,  to  reopen  the  record,  to  exclude  certain  material, 

or  to  adopt  any  of  the  other  courses  of  action  suggested, 
should  be  denied. 
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5.  That  the  motion  of  Continental  Southern  Lines,  Inc., 
requesting  deferment  of  all  or  part  of  the  decision  herein 
for  consideration  with  the  Parks  Investigation  Case,  Docket 
No.  3965,  et  al.,  be  dismissed. 

6.  That  the  applications,  petitions  and  motions  herein, 
except  to  the  extent  to  which  they  are  granted,  dismissed  6r 
deferred,  should  be  denied. 

An  appropriate  order  will  be  entered. 

Ryan,  Acting  Chairman,  Lee,  and  Adams,  Members  of 
the  Board,  concurred  in  the  above  opinion.  Jones,  Member, 
did  not  take  part  in  the  decision. 


Adopted  by  the  Civil  Aeronautics  Board  at  its  office  in 
Washington,  D.  C.,  on  the  28th  day  of  July,  1950. 

Docket  No.  548  et  al. 

In  the  matter  of  the  application  of 

National  Airlines,  Inc.  and  other  applicants  for  cer 
cates  or  amendments  to  certificates  of  public  convenience 
and  necessity,  known  as  the  Mississippi  Valley  Case 

Docket  No.  501  et  al. 

In  the  matter  of  the  application  of 

Aero  Pickup  Service  Corporation  and  other  applicants 
certificates  or  amendments  to  certificates  of  public 
venience  and  necessity,  known  as  the 
States  Case 

Order 

A  full  public  hearing  having  been  held  in  the 
entitled  proceedings  and  the  Board,  upon  considerationj  of 
the  records  therein,  having  issued  its  opinion  containing  its 
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findings,  conclusions,  and  decision,  which  is  attached  hereto 
and  made  a  part  hereof ; 

It  Is  Ordered  : 

1.  That  an  amended  certificate  of  public  convenience  and 
necessity  in  the  form  attached  hereto  be  issued  to  Southern 
Airways,  Inc.  (Southern),  for  route  No.  98; 

2.  That  said  amended  certificate  shall  be  signed  on  be¬ 
half  of  the  Board  by  its  Acting  Chairman,  shall  have  affixed 
thereto  the  seal  of  the  Board  attested  by  its  Acting  Secre¬ 
tary  and,  subject  to  extension  of  its  effective  date  in  accord¬ 
ance  with  the  provisions  of  said  amended  certificate  shall  be 
effective  on  September  26, 1950 ; 

3.  That,  except  by  the  extent  granted,  the  applications 
of  Southern  herein,  be  and  hereby  are  denied ; 

2534  4.  That  the  application  of  Delta  Air  Lines,  Inc., 

Docket  No.  1860,  be  and  hereby  is  denied ; 

5.  That  the  motion  of  Continental  Southern  Lines,  Inc., 
herein,  dated  April  24, 1950,  be  and  hereby  is  dismissed ; 

6.  That  the  motion  of  Continental  Southern  Lines,  Inc., 
herein  dated  May  9, 1950,  be  and  hereby  is  denied. 

7.  That  all  remaining  applications  and  petitions  herein 
be  and  hereby  are  denied. 

By  the  Civil  Aeronautics  Board : 

/s/  Fred  A.  Toombs 
Fred  A.  Toombs 
Acting  Secretary 

(Seal) 

Certified  to  be  a  true  copy  of  the  original. 

Mabel  Me  Cart 
Chief,  Minutes  Section 
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2535  UNITED  STATES  OF  AMERICA 

CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Temporary  Certificate  of  Public  Convenience  and  Necessity 

For  Feeder  Service. 

(as  amended) 

SOUTHERN  AIRWAYS,  INC. 

is  hereby  authorized,  subject  to  the  provisions  hereinafter 
set  forth,  the  provisions  of  Title  IV  of  the  Civil  Aeronautics 
Act  of  1938,  as  amended,  and  the  orders,  rules,  and  regula¬ 
tions  issued  thereunder,  to  engage  in  air  transportation  with 
respect  to  persons,  property,  and  mail,  as  follows : 

1.  Between  the  terminal  point  Memphis,  Tenn.,  the 
intermediate  points  Tupelo,  Miss.,  Columbus,  Mis  s., 
Tuscaloosa,  Ala.,  Birmingham,  Ala.,  Gadsden,  Ala., 
Atlanta,  Ga.,  Athens,  Ga.,  Greenwood,  S.  C.,  Green¬ 
ville,  S.  C.,  Spartanburg,  S.  C.,  Rock  Hill,  S.  C.,  and 
the  terminal  point  Charlotte,  N.  C. ; 

2.  Between  the  terminal  point  Atlanta,  Ga.,  the  inter¬ 
mediate  points  La  Grange,  Ga.,  Columbus,  Ga., 
Albany,  Ga.,  Moultrie,  Ga.,  Valdosta,  Ga.,  and  the 
terminal  point  Jacksonville,  Fla. ; 

3.  Between  the  terminal  point  Columbus,  Ga.,  the  inter¬ 
mediate  points  Macon,  Ga.,  Augusta,  Ga.,  Orange¬ 
burg,  S.  C.,  and  the  terminal  point  Charleston,  S.  CL ; 

4.  Between  the  terminal  point  Memphis,  Tenn.,  the 
intermediate  points  Clarksdale,  Miss.,  Greenville, 
Miss.,  Vicksburg,  Miss.,  Jackson,  Miss.,  Natchez, 
Miss.,  Baton  Rouge,  La.,  and  the  terminal  point  N^w 
Orleans,  La. ; 

5.  Between  the  terminal  point  Columbus,  Miss.,  the 
intermediate  points  Jackson,  Miss.,  Laurel,  Miss., 
Hattiesburg,  Miss.,  and  the  terminal  point  Mobile, 
Ala., 

to  be  known  as  Route  No.  98. 
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The  service  herein  authorized  is  subject  to  the  following 
terms,  conditions,  and  limitations : 

(1)  The  holder  shall  render  service  to  and  from  each 
of  the  points  herein,  except  as  temporary  suspen¬ 
sions  of  service  may  be  authorized  by  the  Board; 
and  may  begin  or  terminate,  or  begin  and  terminate, 
trips  at  points  short  of  terminal  points. 

2536  (2)  The  holder  may  continue  to  serve  regularly 

any  point  named  herein  through  the  airport 
last  regularly  used  by  the  holder  to  serve  such  point 
prior  to  the  effective  date  of  this  certificate,  as 
amended.  Upon  compliance  with  such  procedure  re¬ 
lating  thereto  as  may  be  prescribed  by  the  Board, 
the  holder  may,  in  addition  to  the  service  herein¬ 
above  expressly  prescribed,  regularly  serve  a  point 
named  herein  through  any  airport  convenient 
thereto. 

(3)  On  each  trip  operated  by  the  holder  over  all  or  part 
of  one  of  the  five  numbered  route  segments  in  this 
certificate,  as  amended,  the  holder  shall  stop  at 
each  point  named  between  the  point  of  origin  and 
point  of  termination  of  such  trip  on  such  segment, 
except  a  point  or  points  with  respect  to  which  (a) 
the  Board,  pursuant  to  such  procedure  as  the  Board 
may  from  time  to  time  prescribe,  may  by  order  re¬ 
lieve  the  holder  from  the  requirements  of  such  con¬ 
dition,  (b)  the  holder  is  authorized  by  the  Board  to 
suspend  service,  or  (c)  the  holder  is  unable  to  render 
service  on  such  trip  because  of  adverse  weather 
conditions  or  other  conditions  which  the  holder  could 
not  reasonably  have  been  expected  to  foresee  or  con¬ 
trol. 

The  exercise  of  the  privileges  granted  by  this  certificate, 
as  amended,  shall  be  subject  to  such  other  reasonable  terms, 
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conditions,  and  limitations  required  by  the  public  interest 
as  may  from  time  to  time  be  prescribed  by  the  Board. 

This  certificate,  as  amended,  shall  be  effective  on  Septem¬ 
ber  26, 1950,  and  shall  continue  in  effect  up  to  and  including 
February  8, 1952 :  Provided,  however,  That  prior  to  the)  date 
on  which  the  certificate,  as  amended,  would  otherwise  be¬ 
come  effective  the  Board,  either  on  its  own  initiative  or 
upon  the  filing  of  a  petition  or  petitions  seeking  reconsidera¬ 
tion  of  the  Board’s  order  of  July  28, 1950  (Order  Serial  No. 
E-4482),  insofar  as  such  order  authorizes  the  issuance  of 
this  certificate,  as  amended,  may  by  order  or  orders  extend 
such  effective  date  from  time  to  time. 

In  Witness  Whereof,  the  Civil  Aeronautics  Board  has 
caused  this  certificate,  as  amended,  to  be  executed  by  its 
Chairman  and  the  seal  of  the  Board  to  be  affixed  hereto, 
attested  by  the  Secretary  of  the  Board,  on  the  28th  day 
of  July,  1950. 

/s/  Oswald  Ryan 
Acting  Chairman 

(Seal) 

Attest  : 

/s/  Fred  A.  Toombs 

Acting  Secretary 
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1227  Dockets  Nos.  548  &  501  et  al. 

Exhibit  B-12 

POSSIBLE  UTILIZATION  OF  EQUIPMENT 


Airplane 

Trip  No.  Served 

Daily  Flying 

Number 

(See  Exhibit  B-6) 

Time  -  Hours 

1 

21, 22 

6:40 

2 

20,23 

6:40 

3 

30,  31,  32,  33 

9:08 

4 

40, 41, 42, 43 

11 :08 

5 

50,  51, 52, 53 

8:48 

6 

61, 63, 72, 82 

11:42 

7 

62, 70,  71,  83 

9:22 

8 

60, 73, 80, 81 

9:24 

9 

90, 91, 92,  93 

8:24 

10 

Spare 

11 

In  Maintenance 

Average  daily  utilization  (based  on  11  airplanes)  7 :23 
Overnight  Location  of  Aircraft : 

(Based  on  above  schedule  assignment) 


City 


Airplane  No. 


Atlanta,  Ga. 
Jackson,  Miss. 
New  Orleans,  La. 
Memphis,  Tenn. 
Columbus,  Ga. 
Charleston,  S.  C. 


1, 3, 4, 10, 11 
2,8 


6 

7 

9 

5 


PLANE  ROUTING  FOR  MAINTENANCE  PURPOSES 

Maintenance  will  be  done  in  Atlanta,  major  maintenance 
base  of  Southern  Airways  Company.  Routing  of  planes  for 
maintenance  could,  for  example,  be  handled  as  follows : 

Airplanes  1,  3,  4,  10  and  11,  as  indicated  in  the  above 
utilization  chart,  will  be  in  Atlanta  overnight. 
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On  the  following  morning: 

Airplane  2  may  be  exchanged  with  airplane  1,  3,  4,  1C  or 
11  which  would  then  depart  on  Trip  23  (See  Exhibit  Bf6). 

Airplanes  5  and  9  may  be  exchanged  in  Columbus, 
Georgia.  The  following  day  airplane  5  would  be  routed  to 
Atlanta  via  trips  41  and  40,  where  it  is  scheduled  to  remain 
overnight  in  accordance  with  schedules  in  Exhibit  B-6. 
Similarly,  airplane  9  may  be  routed  to  Atlanta  for  over¬ 
night  maintenance. 

Airplane  6,  which  remains  overnight  in  New  Orleans,  is 
under  the  schedules  in  Exhibit  B-6,  routed  to  Memphis  the 
following  night  and  to  Jackson  the  following  day.  It  will 
be  routed  to  Atlanta  via  trip  20  in  accordance  with  Exhibit 
B-6  the  third  morning. 

Airplane  7,  which  remains  overnight  in  Memphis,  will  be 
in  Jackson  the  following  night  and  routed  to  Atlanta  the 
second  morning  via  trip  20  as  shown  in  Exhibit  B-6. 

Airplane  8,  may  be  routed  to  Atlanta  every  third  day  via 
trip  20.  (See  Exhibit  B-6) 

Exhibit  B-13 

1228  MAINTENANCE 

Schedules  are  arranged  so  that  all  maintenance  car  be 
handled  at  the  Atlanta  base.  The  Atlanta  maintenance  fa¬ 
cility  of  Southern  Airways,  Inc.  and  Southern  Airways 
Company  is  completely  equipped  to  handle  maintenance 
work  on  the  Douglas  DC-3  airplane.  This  facility  has  been 
designated  by  the  Civil  Aeronautics  Administration  as  an 
approved  repair  station  and  holds  Agency  Certificate  Num¬ 
ber  287. 

Immediately  after  the  war  there  was  a  demand  for  more 
Douglas  conversion  and  service  work  than  the  manufac¬ 
turer  could  complete.  During  this  period  Southern  Air¬ 
ways  Company  was  selected  and  approved  by  Douglas  Air¬ 
craft  Company,  Inc.  as  the  approved  Douglas  Service  (Ren¬ 
ter  in  the  southeast.  Southern  operated  under  this  ap¬ 
proval  for  over  a  year  and  during  this  period  acquired 
extensive  experience  that  will  be  invaluable  in  the  mpn- 
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tenance  of  Southern’s  aircraft.  Douglas  approval  was  vol¬ 
untarily  relinquished  by  Southern  Airways  Company  when 
the  demand  for  this  work  declined. 

Maintenance  functions  are  divided  into  the  following 
departments : 

Disassembly  and  inspection 

Cleaning  and  sand  blasting 

Magnaflux  and  Zyglo  inspection 

Heat  treating  and  welding 

Machine  shop 

Sheet  Metal  shop 

Woodworking  shop 

Paint  shop 

Fabric  shop 

Radio  Department 

Propeller  and  hydraulics  shop 

Southern  Airways,  Inc.  owns  a  large  brick  and  steel 
hangar  situated  on  the  Atlanta  Municipal  Airport.  This 
building  is  160  feet  x  280  feet  consisting  of  a  double  hangar 
120  feet  x  160  feet  and  two  lean-to’s  160  feet  x  20  feet.  The 
plant  is  completely  heated  and  is  lighted  with  fluorescent 
lights.  Office,  shop  and  stockroom  space  is  provided  in 
addition  to  hangar  storage  space. 
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1  IN  THE 

UNITED  STATES  COURT  OF  APPEALS 
FOR  THE  DISTRICT  OF  COLUMBIA 


CONTINENTAL  SOUTHERN  LINES,  INC., 

Petitioner, 


v. 


CIVIL  AERONAUTICS  BOARD, 

Respondent. 


Docket  No. 


Petition  for  Judicial  Review  of  Order 
of  the  Civil  Aeronautics  Board 

To  the  Honorable,  the  Judges  of  the  United  States 

Court  of  Appeals  for  the  District  of  Columbia. 

CONTINENTAL  SOUTHERN  LINES,  INC.,  presents 
this  Petition  for  judicial  review  of  Orders  Serial  Nos. 
E-4472  and  E-4646  of  the  Respondent,  CIVIL  AERO¬ 
NAUTICS  BOARD,  and  in  support  thereof  respectfully 
alleges  the  following: 

1.  Petitioner,  Continental  Southern  Lines,  Inc.,  is  a 
motor  bus  carrier  operating  over  5,000  miles  of  routes  in 
nine  states,  using  approximately  300  modern  buses.  It 
has  applied  to  the  Respondent  for  a  Certificate  of  Public 
Convenience  and  Necessity  authorizing  the  operation  of 
feeder  air  routes  in  the  area  to  which  Petitioner  presently 
provides  motor  bus  service.  Respondent,  Civil  Aeronau¬ 
tics  Board,  is  an  agency  of  the  United  States,  the  function 
of  which  is  to  administer  the  Civil  Aeronautics  Act,  49 
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U.  S.  C.  401,  et  seq.,  a  regulatory  enactment  governing 
commercial  air  transportation  of  persons,  property  and 
mail. 

L 

The  Nature  of  the  Proceeding 

2.  Petitioner  seeks  review  of  an  Order  entered  by  Re¬ 
spondent  (Serial  No.  E-4472)  in  a  proceeding  before  it 
entitled  the  Parks  Investigation  Case,  Docket  No.  3965 
et  al.,  to  the  extent  that  such  opinion  issued  Certificates 
of  Public  Convenience  and  Necessity  to  Ozark  Airlines 
and  denied  the  application  of  Petitioner,  Continental 
Southern  Lines,  Inc.;  and  Petitioner  also  seeks  review  of 
an  Order  entered  by  Respondent  (Serial  No.  E-4646)  de¬ 
nying  Petitioner’s  request  for  reconsideration. 

n. 

Jurisdiction  of  the  Court 

3.  This  Honorable  Court  has  jurisdiction  to  review 
this  proceeding  under  Section  1006  of  the  Civil  Aero¬ 
nautics  Act  (49  U.  S.  C.  646),  and  under  Section  10 

2  of  the  Administrative  Procedure  Act  (5  U.  S.  C. 
1009). 

HI. 

Facts  Upon  Which  This  Proceeding  Is  Based 

4.  By  Order  Serial  No.  E-2978,  dated  June  28,  1949, 
the  Civil  Aeronautics  Board  issued  the  following  order: 

‘‘That  the  North  Central  Case,  Docket  No.  415  et  al., 
Great  Lakes  Area  Case,  Docket  No.  535  et  al.,  and  Missis¬ 
sippi  Valley  Case,  Docket  548  et  al.,  be  and  hereby  axe 
reopened  for  the  limited  purpose  of  determining  whether, 
with  respect  to  each  of  the  three  separate  route  systenjis 
heretofore  awarded  Parks  in  the  North  Central  Case, 
Great  Lakes  Area  Case,  and  Mississippi  Valley  Case,  such 
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route  system  shall  be  awarded  to  an  applicant  other  than 
Parks;  that  the  issue  of  public  convenience  and  necessity 
with  respect  to  the  route  pattern  and  the  need  for  air 
transportation  over  such  routes  be  and  hereby  is  spe¬ 
cifically  excluded  from  consideration  in  such  reopened 
proceedings.,, 

5.  On  July  13,  1949,  Continental  Southern  Lines,  Inc., 
(then  known  as  Southern  Bus  Lines)  filed  its  application 
for  the  air  route  that  had  previously  been  awarded  to 
Parks  Air  Lines  in  the  Mississippi  Valley  Case,  Dockets 
Nos.  546  and  548  et  al.,  and  the  Great  Lakes  Area  Case, 
Docket  No.  535  et  al.  This  application  was  amended  on 
July  22,  1949,  and  later  on  February  3,  1950.  By  Order 
Serial  No.  E-3156  dated  August  18,  1949,  the  Board  con¬ 
solidated  this  application,  as  amended,  for  hearing  in  the 
Parks  Investigation  Case,  Docket  No.  3965  et  al. 

6.  A  hearing  before  an  Examiner  of  the  Respondent 
was  held  September  28  through  October  26,  1949.  Briefs 
were  filed  by  the  parties  with  the  Examiner  on  January 
5,  1950,  and  an  Examiner’s  Report  was  issued  on  April 
21,  1950.  Exceptions  to  this  report  were  filed  by  Conti¬ 
nental  Southern  Lines  on  April  28,  1950,  and  the  ap¬ 
plicant  submitted  its  brief  to  the  Civil  Aeronautics  Board 
on  May  15,  1950.  Oral  argument  was  made  to  the  Board 
on  May  18,  1950,  and  the  Board’s  Opinion  and  Order, 
designated  E-4472,  was  issued  July  28,  1950.  Conti¬ 
nental  Southern  Lines  filed  a  Petition  for  Reconsider¬ 
ation  on  September  5,  1950,  and  this  Petition  was  denied 
by  the  Civil  Aeronautics  Board  in  Order  Serial  No. 
E-4646,  dated  September  22, 1950. 

7.  Continental  Southern  Lines,  Inc.,  its  predecessor 
and  affiliated  companies,  has  provided  scheduled  short- 
haul  surface  transportation  throughout  the  area  covered 
by  its  air  application  for  more  than  twenty  years.  It  has 
become  intimately  familiar  with  the  passenger  require¬ 
ments  and  movements,  travel  habits  and  needs,  travel  pat¬ 
terns  and  flows.  It  has  become  skilled  in  handling  pas- 
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sengers,  ticketing,  scheduling  and  maintenance.  It  knows 
the  traffic  generating  possibilities  of  the  cities  under  con¬ 
sideration  and  the  schedule  convenience  which  the  pas¬ 
sengers  expect  and  need.  Continental  Bus  System,  Inc., 
proposed  to  operate  a  feeder  airline  in  coordination 
3  with  the  present  bus  operation  in  an  effort  to  offer 
both  the  bus  and  air  passengers  the  benefits  of  a 
coordinated  service. 

8.  Continental  Southern  Lines  operated  a  scheduled 
intra-state  feeder  air-line  in  Louisiana  for  a  period  of 
approximately  12  months.  This  operation  was  conducted 
with  a  perfect  safety  record  and  under  the  same  condi¬ 
tions  that  prevail  in  scheduled  interstate  operations.  Peti¬ 
tioner  has  demonstrated  its  ability  to  operate  the  type  of 
feeder  air  service  which  it  proposed,  and  was  found  py 
the  public  counsel  and  the  Examiner  in  the  Parks  Investi¬ 
gation  Case  to  meet  the  requirements  of  “ fitness,  willing¬ 
ness  and  ability.”  The  Board’s  decision  does  not  deal 
directly  with  the  Petitioner’s  fitness;  it  states  obliquely 
that  under  the  facts  of  the  case  they  are  not  able  to  find 
Continental  Southern  the  most  fit,  willing  and  able  of  ^tll 
the  applicants  concerned. 

9.  Continental  Southern  Lines,  Inc.,  unequivocally  pro¬ 
posed  to  operate  DC-3  type  aircraft  over  the  routes  in 
question,  and  presented  unchallenged  evidence  of  its  abil¬ 
ity  to  finance  the  routes  which  it  proposed  to  operate. 

10.  Before  the  hearing,  but  after  the  date  for  amend¬ 
ing  applications,  the  capital  stock  of  Continental  Southern 
Lines,  with  the  approval  of  the  Interstate  Commerce  Com¬ 
mission,  was  purchased  by  Transcontinental  Bus  System, 
Inc.,  a  second  motor  bus  carrier.  Transcontinental  Bus 
System ,  Inc. — Control — Southern  Bus  Lines ,  Inc.,  Docket 
No.  MC-F-4108  (August  19, 1949). 

The  Board’s  opinion  in  the  Parks  Investigation  Case, 
Docket  No.  3965  et  al.,  states  that  this  acquisition  must 
be  approved  by  the  CAB  pursuant  to  Section  408  of  the 
Civil  Aeronautics  Act  in  the  event  that  Petitioner  were 
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certificated  in  that  case.  The  opinion  goes  on  to  state 
that  because  of  the  delays,  uncertainties  and  complica¬ 
tions  arising  in  the  collateral  Section  408  proceeding,  the 
application  of  Continental  Southern  Lines,  Inc.,  should  be 
denied. 

11.  The  Board  preliminarily  found  that  no  carrier 
proposing  to  use  single-engine  aircraft  should  be  selected 
to  operate  the  routes  previously  awarded  Parks  Air 
Lines.  It  then  selected  Ozark  Airlines  to  provide  air 
service  over  the  so-called  Mississippi  Valley  and  Great 
Lakes  Area  Routes. 

IV. 

Points  Relied  Upon 

12.  Respondent  has  erred,  acted  unlawfully,  and  in 
abuse  of  its  discretion  in  finding  that  Ozark  Airlines 
submitted  an  “altemative,,  plan  for  the  operation  of  DC-3 
type  aircraft  (p.  13  of  Mimeographed  Opinion).  Counsel 
for  Ozark  made  it  abundantly  clear  that  the  President  of 
this  Company  did  not  state  that  Ozark  would  inaugurate 
service  with  twin-engine  aircraft;  the  statement  in  this 

regard  is  quoted  below: 

4  “I  believe  if  counsel  reads  the  testimony  of  Fri¬ 

day,  he  will  find  that  Mr.  Hamilton’s  testimony  went 
only  to  the  question  that  there  were  certain  routes  which 
could  be  served.  7  donyt  think  his  testimony  revealed  am/y 
declaration  of  intention  to  serve  them  as  such  with 
DC-3’s.  .  .  .”  (Underscoring  added.) 

13.  Respondent  has  erred,  acted  unlawfully,  and  in 
the  abuse  of  its  discretion  in  finding  “we  feel  warranted 
in  relying  upon  the  representations  made  at  the  hearing 
herein  of  Ozark’s  ability  to  secure  the  necessary  capital 
requirements.”  (p.  20  of  Mimeographed  Opinion) 

Ozark  Airlines  is  not  financially  fit  to  operate  the  routes 
for  which  it  was  designated.  The  Examiner  estimated 
that  something  over  $1,000,000  would  be  necessary  in 
order  to  finance  both  the  Great  Lakes  and  Mississippi 


Valley  air  routes.  In  order  to  meet  such  a  capital  re¬ 
quirement  Ozark  presented  evidence  of  stock  subscrip¬ 
tions  in  the  amount  of  $260,000,  plus  a  letter  from  a 
bank  offering  to  lend  Ozark  $400,000,  “to  be  secured  by 
collateral  acceptable  to  us.”  Ozark  failed  to  show  how 
it  would  be  able  to  secure  enough  assets  so  that  accept¬ 
able  collateral  could  be  offered.  If  Ozark  were  able  to 
borrow  75%  of  the  value  of  its  tangible  assets  (assuming 
that  all  the  stock  subscription  money  were  invested  in  ac¬ 
ceptable  collateral),  the  company  would  be  able  to  secure 
additional  bank  financing  to  the  extent  of  $210,000.  This 
would  give  Ozark  a  total  capitalization  of  less  than  $500,- 
000,  or  less  than  one-half  the  amount  necessary  for  the 
operation  of  the  proposed  routes.  Ozark’s  vice  president 
testified  that  the  subscribers  would  advance  an  additional 
$500,000  if  necessary.  The  Board  seized  upon  this  un¬ 
corroborated  hearsay  statement  to  justify  their  conclusion 
that  Ozark  could  raise  the  necessary  $1,000,000.  The 
statement  of  Ozark’s  vice  president  is  a  conclusion  and 
not  substantial  evidence  which  would  justify  the  Board’s 
finding. 

14.  The  Board’s  unwarranted  selection  of  Ozark  Air¬ 


lines  has  prejudiced  Petitioner,  which  was  the  only  other 
applicant  that  might  be  considered  an  alternative  to  Ozark 
Airlines,  (p.  11  of  Mimeographed  Opinion) 

15.  Respondent  has  erred,  acted  unlawfully,  and  mis¬ 
interpreted  its  statutory  authority  in  holding  that  the 
relationship  between  Petitioner  and  the  parent  company 
must  be  approved  by  the  CAB  under  Section  408  of  the 
Civil  Aeronautics  Act. 


a.  A  Section  408  proceeding,  which  gives  rise  to  the 
alleged  delays  and  uncertainties,  is  not  applicable  in  cages 
involving  new  route  applications,  as  distinguished  from 
Acquisitions.  St.  Andrews  Bay  Transp.  Co.  Extension  of 
Operations.  3  MCC  711  (1937) ;  Santa  Fe  Trail  Stages , 
Inc..  Common  Carrier  Application,  21  MCC  725  (1940). 
5  b.  Section  408(a)(5)  makes  it  unlawful,  without 
approval,  for  a  surface  carrier  to  acquire  control 
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of  “an  air  carrier.”  Continental  Southern  Lines,  Inc., 
submits  that  it  is  not  an  air  carrier  as  that  term  is  de¬ 
fined  by  Section  1(2)  of  the  Civil  Aeronautics  Act;  con¬ 
sequently,  Section  408  is  inapplicable  to  the  relationship 
between  the  applicant  and  its  parent  company.  The  case 
of  Pan  American  Airways  Company  v.  Civil  Aeronautics 
Board. ,  121  F.  2d  810,  (CCA  2d,  1941),  is  to  be  distin¬ 
guished.  In  that  case,  American  Export  Steamship  Com¬ 
pany  acquired  control  of  American  Export  Airlines  for 
the  sole  purpose  of  securing  an  air  certificate.  There 
the  Board  held  that  Airlines  became  an  air  carrier  when 
it  filed  its  application;  otherwise,  the  provisions  of  the 
Statute  might  easily  be  evaded.  In  this  case,  however, 
Transcontinental  acquired  control  of  Continental  South¬ 
ern  Lines,  Inc.,  for  the  sole  purpose  of  expanding  bus 
operations. 

c.  Section  408(a)(5)  makes  it  unlawful,  without  ap¬ 
proval,  for  a  surface  carrier  “to  acquire  control”  of  an 
air  carrier.  An  air  carrier  is  defined  by  Section  1(2) 
as  an  organization  engaging  in  air  transportation.  Trans¬ 
continental  Bus  System  acquired  control  of  Continental 
Southern  Lines,  Inc.,  the  applicant  in  the  instant  pro¬ 
ceeding,  on  August  19,  1949.  At  the  time  this  parent- 
subsidiary  relationship  was  established,  Continental 
Southern  was  not  an  “air  carrier”  within  the  meaning 
of  Section  1(2)  or  Section  408(a)(5).  The  control  rela¬ 
tionship  was,  therefore,  not  one  within  the  jurisdiction  of 
the  Civil  Aeronautics  Act.  If  at  a  later  date  Continental 
Southern  Lines,  Inc.,  were  by  permission  of  this  Board 
“to  engage  in  air  transportation”  and  to  become  thereby 
“an  air  carrier”  its  control  by  Transcontinental  would 
still  not  be  within  the  purview  of  Section  408(a)(5),  be¬ 
cause  Transcontinental  would  not  have  “acquired”  con¬ 
trol. 

An  almost  identical  problem  was  involved  in  the  case  of 
Boston  and  Maine  Central  Railroads ,  Control — Northeast 
Airlines ,  Inc.,  4  CAB  379  (1943),  where  concluded  that 
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Section  408  does  not  apply  to  the  continuance  or  main¬ 
tenance  of  control  by  a  surface  carrier  over  an  air  carrier 
where  such  control  was  acquired  prior  to  the  time  tfye 
parties  were  subject  to  the  jurisdiction  of  the  Civil  Aero¬ 
nautics  Act. 

16.  The  Board  erred  and  acted  in  excess  of  its  author¬ 
ity  in  finding  that  a  Section  408  proceeding,  even  if  neces¬ 
sary,  could  not  be  made  inapplicable  by  approval  of  tljie 
certificate  transfer  application  filed  jointly  by  Continental 
Southern  and  Transcontinental,  Docket  No.  4535.  Re¬ 
spondent’s  interpretation  of  Section  408(a)(5)  of  tl 

Civil  Aeronautics  Act  attempts  to  bring  within 
6  jurisdiction  control  of  a  surface  carrier  by  an  air 
carrier,  whereas  the  Statute  is  directed  only 
against  control  of  an  air  carrier  by  a  surface  carrier.  V.t 
was  the  purpose  of  Congress  to  prevent  the  domination 
of  a  new  and  expanding  industry  by  an  old,  larger  and 
possibly  competitive  form  of  transportation;  there  is  no 
intent  to  regulate  the  converse  situation. 

17.  The  Respondent  erred  and  acted  in  excess  of  ii;s 
authority  in  holding  that  if  Section  408  is  applicable  the 
approval  of  the  control  relationship  must  be  governed  by 
the  second  proviso  of  subsection  (b).  If  Section  408  is 
applicable  at  all,  approval  must  be  determined  according 
to  the  first  proviso  of  subsection  (b),  which  adds  no  re¬ 
quirements  and  sets  up  no  tests  which  have  not  already 
been  fully  satisfied  by  the  Petitioner.  A  proceeding  pur¬ 
suant  to  the  first  proviso  of  subsection  (b)  of  Section  4C8 
would  not  produce  “the  delays  and  uncertainties”  alleged 
by  Respondent. 

18.  Respondent  has  erred  and  acted  in  excess  of  its 
authority  in  holding  that  if  the  second  proviso  of  Section 
408(b)  is  applicable,  such  subsection  establishes  an  “auxil¬ 
iary,  supplemental  and  incidental”  test.  (p.  15  of  Mimeo¬ 
graphed  Opinion.) 

19.  Respondent  has  erred  and  acted  in  excess  of  i^s 
authority  and  in  abuse  of  its  discretion  in  finding  thht 
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“delays  and  uncertainties”  incident  to  a  collateral  pro¬ 
ceeding  are  sufficient  to  justify  a  denial  of  Petitioner’s 
application,  (p.  13  of  Mimeographed  Opinion.)  Neither 
the  Board  nor  this  court  has  ever  made  such  considera¬ 
tions  a  test  of  fitness,  willingness  or  ability,  nor  was  Peti¬ 
tioner  on  notice  that  such  considerations  were  ever  rele¬ 
vant.  Braniff  Airways ,  Inc.  v.  Civil  Aeronautics  Board, 
147  F.  2d  152,  153  (CA  DC,  1945).  That  this  determina¬ 
tion  is  specious,  and  made  without  regard  to  the  public 
interest,  is  evidenced  by  the  Board’s  failure  to  include  in 
the  certificate  granted  to  Ozark  any  condition  on  the  time 
that  operation  should  be  inaugurated.  The  seriousness 
of  “the  delays  and  uncertainties”  incident  to  a  collateral 
Section  408  proceeding  is  in  this  case  reduced  almost  to 
the  point  of  absurdity  because  the  Board  has  subse¬ 
quently  granted  to  Ozark  Airlines  by  Order  Serial  No. 
E-4648,  dated  September  25,  1950,  an  exemption  from 
complying  with  Section  408,  stating  that  the  need  for  the 
early  inauguration  of  the  routes  in  question  is  a  suf¬ 
ficient  basis  to  justify  the  granting  of  the  exemption. 

20.  Respondent  has  erred  and  acted  in  abuse  of  its 
discretion  in  denying  the  application  of  Petitioner  because 
of  “delays  and  uncertainties”  in  a  collateral  proceeding, 
when  such  delays  were  occasioned  by  Respondent  itself. 
On  March  6,  1950,  Petitioner  and  its  parent  company  filed 
a  joint  application  for  approval  of  the  relationship 
7  pursuant  to  Section  408,  if  such  approval  be  consid¬ 
ered  necessary,  and  requested  that  the  application 
“be  promptly  assigned  for  hearing.”  It  is  manifestly 
unfair  to  deny  Petitioner’s  application  on  the  ground  that 
delays  would  result  in  a  Section  408  proceeding  when 
Petitioner  has  given  the  Board  an  opportunity  to  conduct 
such  a  hearing  before  the  decision  in  the  route  application 
case  was  reached.  Between  the  time  of  filing  the  applica¬ 
tion  and  the  Board’s  decision  in  Order  Serial  No.  4472,  no 
action  whatever  was  taken  on  the  Section  408  application, 
although  the  record  is  replete  with  instances  in  which  the 
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Board  has  expedited  hearings  and  decisions  in  similar 
cases.  See:  AsKbacker  Radio  Corporation  v.  Federal 
Communications  Commission ,  326  U.  S.  327  (1945). 


Relief  Requested 

21.  Petitioner  requests  that  Respondents  order  issu¬ 
ing  a  temporary  Certificate  of  Public  Convenience  and 
Necessity  to  Ozark  Airlines  for  the  Mississippi  Valley 
and  Great  Lakes  Routes  be  set  aside  and  vacated. 

22.  Petitioner  requests  that  Respondent  be  ordered  to 
select  a  local  feeder  carrier  other  than  Ozark  to  operate 
these  routes,  which  carrier  has  unqualifiedly  proposed  to 
operate  DC-3  type  aircraft,  and  which  carrier  has  proved 
its  financial  fitness. 

23.  Petitioner  requests  that  this  Court  find  that  Sectilon 
408  is  not  applicable  to  the  relationship  existing  between 
Petitioner  and  Petitioner’s  parent  company  for  any  ope 
or  more  of  the  following  reasons : 

(a)  The  parties  are  not  air  carriers  within  the  mean¬ 
ing  of  Section  1(2)  of  the  Civil  Aeronautics  Act. 

(b)  That  Section  408  does  not  apply  to  existing  con¬ 
trol  relationships ;  and/or 

(c)  Section  408  does  not  apply  to  new  route  applica¬ 
tion  cases  as  distinguished  from  acquisitions. 

24.  Petitioner  requests  the  finding  that  Petitioner’s 
proposed  transfer  of  its  certificate  to  its  parent  com¬ 
pany  is  not  “ a  device”  but  a  legitimate  procedure  for 
avoiding  the  operation  of  Section  408,  and  is  not  ren-. 
dered  ineffective  bv  the  Board’s  interpretation  of  Section 
408(a)(5). 

25.  Petitioner  requests  the  finding  that  if  Section  4Q8 
be  otherwise  applicable,  approval  of  the  control  relation¬ 
ship  is  governed  by  the  first  proviso  of  subsection  (b). 

26.  Petitioner  requests  that  even  if  this  Court  fiiJd 
the  second  proviso  of  Section  408(b)  applicable,  that  it 
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should  find  the  * 1  auxiliary,  supplemental  and  incidental  ’  ’ 
test  is  not  a  proper  method  for  determining  com- 
8  pliance  with  the  Statute. 

27.  Petitioner  requests  a  finding  that  the  Board 
acted  in  abuse  of  its  discretion  and  in  excess  of  its 
authority  in  holding  that  delays  incident  to  a  collateral 
proceeding  were  sufficient  to  justify  a  denial  of  Petition¬ 
er’s  application,  particularly  when  such  delays  resulted 
from  respondent’s  action. 

28.  Petitioner  requests  that  if  this  proceeding  be  re¬ 
manded  to  the  Civil  Aeronautics  Board,  that  respondent 
be  made  to  issue  a  new  order  based  upon  the  record  as 
it  now  stands. 

WHEREFORE,  petitioner  prays  (1)  that  a  copy  of 
this  petition  be  transmitted  to  respondent;  (2)  that  re¬ 
spondent  be  directed  to  certify  and  file  in  this  Court  a 
transcript  of  the  record  upon  which  the  order  complained 
of  was  entered;  (3)  that  this  Court  review  said  order 
Serial  No.  E.4472  and  E.4646  and  reverse  and  remand  said 
orders;  and  (4)  that  petitioner  be  granted  such  further 
relief  as  to  the  Court  may  appear  proper. 

Respectfully  submitted, 

/s/  A.  L.  Wheeler 
A.  L.  Wheeler 
/s/  Jerrold  Scoutt 
Jerrold  Scoutt 
/s/  Welbum  Mayock 
Welburn  Mayock 
1143  Munsev  Building 
Washington  4,  D.  C. 
Attorneys  for  Petitioner. 

October  19, 1950. 

•  *  •  • 

Certificate  of  Service 

I  Certify  that  I  have  this  day  personally  served  a  copy 
of  the  Petition  for  Judicial  Review  of  Order  of  the  Civil 
Aeronautics  Board  upon  the  Civil  Aeronautics  Board  by 
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personally  delivering  said  copy  to  the  Secretary  of  the 
Civil  Aeronautics  Board  in  the  Commerce  Department, 
Washington,  D.  C. 

/s/  Jerrold  Scoutt 
Jerrold  Scoutt 
1143  Munsey  Building 
Washington  4,  D.  C. 

Dated  at  Washington,  D.  C. 

October  19, 1950. 

•  *  •  • 

Docket  No.  10812 

United  States  Court  of  Appeals  for  the  District  of 
Columbia  Filed  Oct  20  1950 
Joseph  W.  Stewart,  Clerk 

*  •  *  * 

1  IN  THE 

UNITED  STATES  COURT  OF  APPEALS 
FOR  THE  DISTRICT  OF  COLUMBIA 

CONTINENTAL  SOUTHERN  LINES,  INC., 

Petitioner, 

v. 

CIVIL  AERONAUTICS  BOARD, 

Respondent. 

Docket  No . 

Petition  for  Judicial  Review  of  Order 
of  the  Civil  Aeronautics  Board 

To  the  Honorable,  the  Judges  of  the  United  States 
Court  of  Appeals  for  the  District  of  Columbia : 
CONTINENTAL  SOUTHERN  LINES,  INC.,  presents 
this  Petition  for  judicial  review  of  Orders  Serial  llfos. 
E-4482  and  E-4647  of  the  Respondent,  CIVIL  AERO- 
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NAUTICS  BOARD,  and  in  support  thereof  respectfully 
alleges  the  following: 

1.  Petitioner,  Continental  Southern  Lines,  Inc.  ,  is  a 
motor  bus  carrier  operating  over  5,000  miles  of  routes  in 
nine  states,  using  approximately  300  modern  buses.  It 
has  applied  to  the  Respondent  for  a  Certificate  of  Public 
Convenience  and  Necessity  authorizing  the  operation  of 
feeder  air  routes  in  the  area  to  which  Petitioner  presently 
provides  motor  bus  service.  Respondent,  Civil  Aero¬ 
nautics  Board,  is  an  agency  of  the  United  States,  the 
function  of  which  is  to  administer  the  Civil  Aeronautics 
Act,  49  U.  S.  C.  401,  et  seq.,  a  regulatory  enactment  gov¬ 
erning  commercial  air  transportation  of  persons,  property 
and  mail. 

L 

The  Nature  of  the  Proceeding 

2.  Petitioner  seeks  review  of  an  Order  entered  by 
Respondent  (Serial  No.  E-4482)  in  the  proceeding  before 
it  entitled  the  Reopened  Mississippi  Valley  and  South¬ 
eastern  States  Cases,  Dockets  Nos.  548  and  501  et  al.,  to 
the  extent  that  such  opinion  amended  a  certificate  of 
Southern  Airways,  Inc.,  to  add  certain  new  routes  and  to 
the  extent  that  said  opinion  and  order  denied  the  applica¬ 
tion  of  Petitioner;  Petitioner  also  seeks  review  of  an 
order  entered  by  Respondent,  Serial  No.  E-4647,  denying 
Petitioner’s  request  for  reconsideration. 

n. 

Jurisdiction  of  the  Court 

3.  This  Honorable  Court  has  jurisdiction  to  review 
this  proceeding  under  Section  1006  of  the  Civil  Aero¬ 
nautics  Act  (49  U.  S.  C.  646),  and  under  Section  10 
of  the  Administrative  Procedure  Act  (5  U.  S.  C. 
1009). 
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in. 

Facts  Upon  Which  This  Proceeding  Is  Based 

4.  By  Order  Serial  No.  E-1405,  dated  October  2,  1948, 
Respondent  ordered  a  rehearing  on  the  question  of  estab¬ 
lishing  local  feeder  air  service  in  the  states  of  Louisiana, 
Mississippi,  Alabama,  and  Georgia,  and  to  and  irom 
Memphis,  Tennessee.  The  application  of  Continental 
Southern  Lines,  Inc.,  (then  known  as  Southern  Bus  Lines, 
Inc.)  was  designated  as  Dockets  Nos.  1578  and  1779,  and 
by  order  of  Respondent  E-2111,  dated  October  2,  1948, 
was  consolidated  into  the  Reopened  Mississippi  Valley  and 
Southeastern  States  Cases. 

5.  The  hearing  was  held  before  an  Examiner  of  the 
Respondent  from  March  14  to  March  18,  1949.  Briefs 
were  filed  by  the  parties  with  the  Examiner  on  May  3, 
1949,  and  an  Examiner’s  Report  was  issued  on  November 
25,  1949.  A  brief  to  the  Civil  Aeronautics  Board  was 
presented  January  30,  1950,  and  oral  argument  was  held 
before  that  Board  on  March  8, 1950.  The  Board’s  Opinion 
and  Order,  designated  E-4482  was  issued  July  28,  1950. 
Continental  Southern  Lines,  Inc.,  filed  a  Petition  for  Re¬ 
consideration  on  September  5,  1950,  and  this  Petition  was 
denied  by  respondent  in  Order  Serial  No.  E-4647,  dated 
September  22, 1950. 

6.  Continental  Southern  Lines,  Inc.,  its  predecessor 
and  affiliated  companies,  has  provided  scheduled  short- 
haul  surface  transportation  throughout  the  area  covered 
by  its  air  application  for  more  than  twenty  years.  It  has 
become  intimately  familiar  with  the  passenger  require¬ 
ments  and  movements,  travel  habits  and  needs,  travel  pat¬ 
terns  and  flows.  It  has  become  skilled  in  handling  pas¬ 
sengers,  ticketing,  scheduling  and  maintenance.  It  knows 
the  traffic  generating  possibilities  of  the  cities  under  con¬ 
sideration  and  the  schedule  convenience  which  the  pas¬ 
sengers  expect  and  need.  Continental  Southern  Lines 
proposed  to  operate  a  feeder  air  line  in  coordination  with 
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the  present  bus  operation  in  an  effort  to  offer  both  the 
bus  and  air  passengers  the  benefits  of  a  coordinated 
service. 

7.  Continental  Southern  Lines  operated  a  scheduled 
intra-state  feeder  air  line  in  Louisiana  for  a  period  of 
approximately  12  months.  This  operation  was  conducted 
with  a  perfect  safety  record  and  under  the  same  condi¬ 
tions  that  prevail  in  scheduled  interstate  operations.  Peti¬ 
tioner  was  recommended  by  the  Examiner  of  the  Respond¬ 
ent  as  the  applicant  which  best  met  the  test  of  “  fitness, 
willingness  and  ability”  and  was  recommended  by  that 
Examiner  to  operate  the  routes  which  Petitioner  had  pro¬ 
posed.  The  Respondent’s  decision  in  overruling  the 
recommendation  of  its  trial  Examiner  does  not  deny 
3  the  fitness,  willingness  and  ability  of  Petitioner. 

8.  Continental  Southern  Lines,  Inc.,  unequivo¬ 
cally  proposed  to  operate  DC-3  type  aircraft  over  the 
routes  in  question,  and  presented  unchallenged  evidence 
of  its  ability  to  finance  the  routes  which  it  proposed  to 
operate. 

9.  After  the  hearing,  the  capital  stock  of  Continental 
Southern  Lines,  with  the  approval  of  the  Interstate  Com¬ 
merce  Commission,  was  purchased  by  Trans-continental 
Bus  System,  Inc.,  a  second  motor  bus  carrier.  Trans¬ 
continental  Bus  System ,  Inc. — Control — Southern  Bus 
Lines,  Inc.,  Docket  No.  MC-F-4108  (August  19,  1949). 

The  Board’s  opinion  in  the  Reopened  Mississippi  Valley 
and  Southeastern  States  Cases,  Dockets  Nos.  548  and  501 
et  al.,  states  that  this  acquisition  must  be  approved  by 
the  CAB  pursuant  to  Section  408  of  the  Civil  Aeronautics 
Act  in  the  event  that  petitioner  were  certificated  in  that 
case.  The  opinion  goes  on  to  state  that  because  of  the 
delays,  uncertainties  and  complications  arising  in  the  col¬ 
lateral  Section  408  proceeding,  the  application  of  Conti¬ 
nental  Southern  Lines,  Inc.,  should  be  denied. 

The  Board  moreover  made  a  preliminary  finding  that 
the  service  found  to  be  required  by  the  public  convenience 
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and  necessity  could  only  be  justified  as  an  extension  of 
some  existing  air  transportation  system  previously  estab¬ 
lished  by  the  Board.  Accordingly  Respondent  found  it 
would  not  be  in  the  public  interest  to  award  the  proposed 
air  routes  to  Continental  Southern  Lines,  Inc. 

10.  The  Board  selected  Southern  Airways,  Inc.,  to 
operate  the  routes  found  to  be  required  by  the  public 
convenience  and  necessity. 


IV. 

Points  Relied  Upon 

11.  Respondent  has  erred,  acted  unlawfully  and  in 
abuse  of  its  discretion  in  correcting  the  transportation 
deficiencies  of  Mississippi  while  leaving  those  of  Louisiana 
untouched.  The  evidence  of  record  clearly  established 
that  the  Mobile- Jackson  segment,  which  was  certificated 
is  not  as  economically  strong  as  the  Lake  Charles-Monfoe 
segment  which  was  not  certificated.  Furthermore,  the 
evidence  of  record  conclusively  shows  that  the  Columbps- 
Jackson  segment  which  was  certificated  is  not  as  eco¬ 
nomically  strong  as  the  Lake  Charles-Shreveport  segment 
which  was  not  certificated. 

12.  The  Board  has  erred,  acted  unlawfully  and  in  abuse 
of  its  discretion  in  finding  that  the  service  found  required 
by  the  public  convenience  and  necessity  could  only  be 
justified  as  an  extension  to  some  existing  air  transporta¬ 
tion  system.  The  routes  certificated  by  Respondent 

4  in  the  Reopened  Mississippi  Valley  and  Southeast¬ 
ern  States  Case  were  approximately  800  miles  in 
length.  This  is  comparable  with  the  route  mileages  of  the 
following  four  feeder  airlines : 

Carrier  Route  Milei 


Wiggins  .  633 

West  Coast  .  885 

Empire  .  754 

Bonanza  .  664 
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13.  Respondent  has  erred,  acted  unlawfully,  and  in 
abuse  of  its  discretion  in  finding  that  Southern  Airways  is 
financially  fit  to  operate  the  routes  for  which  it  was  se¬ 
lected. 

The  record  shows  that  as  of  December  31, 1949,  the  last 
date  for  which  the  financial  reports  of  Southern  Airways 
were  available  to  Respondent,  Southern  Airways  was  in¬ 
solvent  in  the  equity  sense.  Current  liabilities  exceeded 
current  assets  by  more  than  $216,000  and  there  was  a 
deficit  in  the  capital  amount  of  over  $270,000. 

14.  The  Board  has  erred,  acted  unlawfully,  and  in 
abuse  of  its  discretion  in  finding  that  Southern  Airways 
was  financially  fit  because  of  testimony  from  a  represen¬ 
tative  of  an  investment  banking  firm  that  his  company 
would  undertake  to  raise  necessary  funds  to  operate  addi¬ 
tional  routes  awarded  to  Southern  Airways.  Contrary  to 
Respondent’s  opinion,  this  is  not  the  same  investment  firm 
on  whose  representations  Southern  relied  for  proof  of 
financial  fitness  in  the  Southeastern  States  Case,  nor  is 
the  evidence  submitted  by  this  banking  firm  substantial 
evidence  upon  which  Respondent  could  rely  as  adequate 
to  support  the  conclusion.  Such  testimony  as  was  pre¬ 
sented  was  merely  testimony  of  ultimate  facts  as  distin¬ 
guished  from  basic  facts  and  such  evidence  is  inadequate 
to  support  the  finding  made  by  the  Board.  Saginaw 
Broadcasting  Company  v.  Federal  Communications  Com¬ 
mission,  68  App.  D.  C.  282,  96  F.  2d  554  (1938),  Aff’d 
305  U.  S.  613  (1938). 

15.  The  Board  has  erred,  acted  unlawfully  and  in  abuse 
of  its  discretion  in  finding  Southern  Airways  financially 
fit  when  on  October  5,  1950,  in  Order  Serial  No.  E-4699, 
the  Board  made  substantially  the  opposite  finding  in  con¬ 
nection  with  a  mail  rate  proceeding. 

The  Board  finding  that: 

1.  “Southern’s  financial  condition  continued  to  dete¬ 
riorate  under  the  established  temporary  mail  rate,  and  a 
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fixed  rate  cannot  properly  be  established  in  time  to  pro¬ 
vide  the  immediate  relief  required; 

2.  The  accumulation  of  operating  losses  under  tem¬ 
porary  mail  pay  at  the  rates  presently  in  effect,  together 
with,  the  increase  in  costs  concomitant  with  the  impending 
inauguration  of  service  over  Segments  4  and  5  will  result 
in  a  continuously  critical  financial  position  unless  imme¬ 
diate  relief  is  provided;  (emphasis  added). 

5  3.  “In  view  of  Southern’s  critical  financial  con¬ 

dition,  and  the  danger  of  further  impairment  of  its 
position,  the  granting  in  part  of  its  petition  and  the  estab¬ 
lishment  of  increased  temporary  rates  of  mail  compensa¬ 
tion  related  to  a  base  mileage  of  two  daily  round  trips, 
with  recognition  of  the  higher  costs  of  operations  during 
the  initial  periods  of  operation,  are  in  the  public  interest 

16.  Respondent  has  erred,  acted  unlawfully  and  in 
abuse  of  its  discretion  in  its  observation  that  Southern 
Airways  appears  to  have  borrowed  $300,000  at  a  time 
subsequent  to  the  closing  of  the  record  in  this  case.  Re¬ 
spondent  does  admit  that  no  finding  of  financial  fitness  can 
be  made  on  the  basis  of  such  loan.  Curiously  enough, 
however,  respondent  concludes  that  exactly  $300,000  r  is 
required  to  activate  the  routes  certificated.  It  seems  more 
than  a  coincidence  that  the  estimated  capital  requirements 
should  coincide  to  the  dollar  to  the  amount  that  Southern 
alleges  it  has  borrowed  but  which  Respondent  asserts  it 
will  not  recognize.  Knowingly  or  unknowingly  it  would 
seem  that  Respondent  has  relied  on  evidence  that  it  ac¬ 
knowledges  may  not  properly  be  considered  in  this  case. 

17.  The  Board’s  unwarranted  selection  of  Southern 
Airways  has  prejudiced  Petitioner,  which  was  the  only 
other  applicant  that  might  be  considered  an  alternative 
to  Southern  Airways. 

18.  Respondent  has  erred,  acted  unlawfully  and  in  abuse 
of  its  discretion  in  denying  the  application  of  Petitioner 
for  reasons  fully  set  forth  in  Respondent’s  opinion  and 
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order  in  the  Paries  Investigation  Case,  Docket  No.  3965 
et  aL,  which  is  incorporated  by  reference  (p.  22  of  Mimeo¬ 
graphed  Opinion,)  in  the  order  and  opinion  of  the  Re¬ 
opened  Mississippi  Valley  and  Southern  States  Cases, 
Dockets  Nos.  548  and  501  et  al. 

19.  Respondent  has  erred,  acted  unlawfully,  and  mis¬ 
interpreted  its  statutory  authority  in  holding  that  the 
relationship  between  petitioner  and  the  parent  company 
must  be  approved  by  the  CAB  under  Section  408  of  the 
Civil  Aeronautics  Act. 

a.  A  Section  408  proceeding,  which  gives  rise  to  the 
alleged  delays  and  uncertainties,  is  not  applicable  in  cases 
involving  new  route  extensions,  as  distinguished  from 
acquisitions.  St.  Andrews  Bay  Transp.  Co.  Extension  of 
Operations,  3  MCC  711  (1937) ;  Santa  Fe  Trail  Stages, 
Inc.,  Common  Carrier  Application,  21  MCC  725  (1940). 

b.  Section  408(a)  (5)  makes  it  unlawful,  without  ap¬ 
proval,  for  a  surface  carrier  to  acquire  control  of  “an 
air  carrier”.  Continental  Southern  Lines,  Inc.  submits 
that  it  is  not  an  air  carrier  as  that  term  is  defined  by 
Section  1(2)  of  the  Civil  Aeronautics  Act;  consequently, 
Section  408  is  inapplicable  to  the  relationship  between 

the  applicant  and  its  parent  company.  The  case  of 
6  Pan  American  Airways  Company  v.  Civil  Aeronau¬ 
tics  Board,  121  F.  2d  810,  (CCA  2nd,  1941),  is  to 
be  distinguished.  In  that  case,  American  Export  Steam¬ 
ship  Company  acquired  control  of  American  Export  Air¬ 
lines  for  the  sole  purpose  of  securing  an  air  certificate. 
There  the  Board  held  that  airlines  became  an  air  carrier 
when  it  filed  its  application;  otherwise,  the  provisions  of 
the  Statute  might  easily  be  evaded.  In  this  case,  how¬ 
ever,  Transcontinental  acquired  control  of  Continental 
Southern  Lines,  Inc.  for  the  sole  purpose  of  expanding 
bus  operations. 

e.  Section  408(a)  (5)  makes  it  unlawful,  without  ap¬ 
proval,  for  a  surface  carrier  “to  acquire  control’ ’  of  an 


air  carrier.  An  air  carrier  is  defined  by  Section  1  (2) 
as  an  organization  engaging  in  air  transportation.  Trans¬ 
continental  Bus  System  acquired  control  of  Continental 
Southern  Lines,  Inc.,  the  applicant  in  the  instant  proceed¬ 
ing,  on  August  19,  1949.  At  that  time  this  parent-subsid¬ 
iary  relationship  was  established,  Continental  Southern 
was  not  an  “air  carrier”  within  the  meaning  of  Section  1 
(2)  or  Section  408(a)  (5).  The  control  relationship  was, 
therefore,  not  one  within  the  jurisdiction  of  the  Civil 
Aeronautics  Act.  If  at  a  later  date  Continental  Southern 
Lines,  Inc.,  were  by  permission  of  this  Board  “to  engage 
in  air  transportation”  and  to  become  thereby  “an  air 
carrier”  its  control  by  Transcontinental  would  still  not 
be  within  the  purview  of  Section  408(a)  (5),  because 
Transcontinental  would  not  have  “acquired”  control. 

An  almost  identical  problem  was  involved  in  the  case  of 
Boston  and  Maine  Central  Railroads,  Control-Northeast 
Airlines,  Inc.,  4  CAB  379  (1943),  where  the  Board  con¬ 
cluded  that  Section  408  does  not  apply  to  the  continuance 
or  maintenance  of  control  by  a  surface  carrier  over  an 
air  carrier  -where  such  control  was  acquired  prior  to  the 
time  the  parties  were  subject  to  the  jurisdiction  of  the 
Civil  Aeronautics  Act. 

20.  The  Board  erred  and  acted  in  excess  of  its  author¬ 
ity  in  finding  that  a  Section  408  proceeding,  even  if  neces¬ 
sary,  could  not  be  made  inapplicable  by  approval  of  the 
certificate  transfer  application  filed  jointly  by  Continental 
Southern  and  Transcontinental,  Docket  No.  4535.  Ete- 
spondent’s  interpretation  of  Section  408(a)  (5)  of  tpe 
Civil  Aeronautics  Act  attempts  to  bring  within  its  juris¬ 
diction  control  of  a  surface  carrier  by  an  air  carrier, 
whereas  the  Statute  is  directed  only  against  control  of 
an  air  carrier  by  a  surface  carrier.  It  was  the  purpose 
of  Congress  to  prevent  the  domination  of  a  new  and  ex¬ 
panding  industry  by  an  old,  larger  and  possibly  competi¬ 
tive  form  of  transportation;  there  is  no  intent  to  regulate 
the  converse  situation. 
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7  21.  The  Respondent  erred  and  acted  in  excess 

of  its  authority  in  holding  that  if  Section  408  is 
applicable  the  approval  of  the  control  relationship  must 
be  governed  by  the  second  proviso  of  subsection  (b).  If 
Section  408  is  applicable  at  all,  approval  must  be  deter¬ 
mined  according  to  the  first  proviso  of  subsection  (b), 
which  adds  no  requirements  and  sets  up  no  tests  which 
have  not  already  been  fully  satisfied  by  the  petitioner. 
A  proceeding  pursuant  to  the  first  priviso  of  subsection 
(b)  of  Section  408  would  not  produce  *  ‘the  delays  and 
uncertainties’ ’  alleged  by  respondent. 

22.  Respondent  has  erred  and  acted  in  excess  of  its 
authority  in  holding  that  if  the  second  proviso  of  Section 
408  (b)  is  applicable,  such  subsection  establishes  an  “auxil¬ 
iary,  supplemental  and  incidental”  test. 

23.  Respondent  has  erred  and  acted  in  excess  of  its 
authority  and  in  abuse  of  its  discretion  in  finding  that 
“delays  and  uncertainties”  incident  to  a  collateral  pro¬ 
ceeding  are  sufficient  to  justify  a  denial  of  petitioner’s 
application.  Neither  the  Board  nor  this  Court  has  ever 
made  such  considerations  a  test  of  fitness,  willingness  or 
ability,  nor  was  Petitioner  on  notice  that  such  considera¬ 
tions  were  even  relevant.  Braniff  Airways,  Inc.  v.  Civil 
Aeronautics  Board,  147  F.  2d  152,  153  (App.  D.  C.  1945). 
That  this  determination  is  specious,  and  made  without 
regard  to  the  public  interest,  is  evidenced  by  the  Board’s 
failure  to  include  in  the  certificate  granted  to  Southern 
Airways  any  condition  on  the  time  that  operation  should 
be  inaugurated. 

24.  Respondent  has  erred  and  acted  in  abuse  of  its 
discretion  in  denying  the  application  of  Petitioner  be¬ 
cause  of  “delays  and  uncertainties”  in  a  collateral  pro¬ 
ceeding,  when  such  delays  were  occasioned  by  Respondent 
itself.  On  March  6,  1950,  Petitioner  and  its  parent  com- 
•nanv  filed  a  joint  application  for  approval  of  the  rela¬ 
tionship  pursuant  to  Section  408,  if  such  approval  be 
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considered  necessary,  and  requested  that  the  application 
“be  promptly  assigned  for  hearing”.  It  is  manifestly 
unfair  to  deny  petitioner’s  application  on  the  ground  that 
delays  would  result  in  a  Section  408  proceeding  when 
petitioner  has  given  the  Board  an  opportunity  to  conauct 
such  a  hearing  before  the  decision  in  the  route  application 
case  was  reached.  Between  the  time  of  filing  the  applica¬ 
tion  and  the  Board’s  decision  in  Order  Serial  No.  4482, 
no  action  whatever  was  taken  on  the  Section  408  applica¬ 
tion,  although  the  record  is  replete  with  instances  in  which 
the  Board  has  expedited  hearings  and  decisions  in  similar 
cases.  See :  Aslibacker  Radio  Corporation  v.  Federal  Com¬ 
munications  Commission,  326  U.  S.  327  (1945). 

8  V. 

RELIEF  REQUESTED 

25.  Petitioner  requests  that  respondent’s  order  issuing 
an  amended  or  temporary  certificate  of  Public  Convenience 
and  Necessity  to  Southern  Airways  be  set  aside,  vacated 
and  reversed. 

26.  Petitioner  requests  a  finding  that  feeder  air  routes 
in  Louisiana  are  required  by  the  public  convenience  and 
necessity,  as  found  by  the  Examiner. 

27.  Petitioner  requests  a  finding  that  the  route  foirnd 
required  in  the  Reopened  Mississippi  Valley  &  Southeast¬ 
ern  States  Cases  is  large  enough  to  be  operated  by  an 
independent  carrier. 

28.  Petitioner  requests  a  finding  that  Southern  Air¬ 
ways  was  not  financially  fit  to  operate  the  routes  for 
which  it  was  designated  and  that  respondent  may  not 
remedy  the  deficiency  by  a  subsequent  increase  in  the 
carrier’s  rate. 

29.  Petitioner  requests  that  respondent  be  ordered  to 
select  a  carrier,  which  on  the  basis  of  the  record  as  it 
now  stands,  has  proved  its  financial  fitness. 
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30.  Petitioner  requests  that  this  Court  find  that  Sec¬ 
tion  408  is  not  applicable  to  the  relationship  existing 
between  Petitioner  and  Petitioner’s  parent  company  for 
any  one  of  the  following  reasons: 

(a)  The  parties  are  not  air  carriers  within  the  mean¬ 
ing  of  Section  1(2)  of  the  Civil  Aeronautics  Act. 

(b)  That  Section  408  does  not  apply  to  existing  con¬ 
trol  relationships;  and/or 

(c)  Section  408  does  not  apply  to  new  route  applica¬ 
tion  cases  as  distinguished  from  acquisitions. 

31.  Petitioner  requests  the  finding  that  Petitioner’s 
proposed  transfer  of  its  certificate  to  its  parent  company 
is  not  “a  device”  but  a  legitimate  procedure  for  avoiding 
the  operation  of  Section  408,  and  is  not  rendered  ineffec¬ 
tive  by  the  Board’s  interpretation  of  Section  408(a)  (5). 

32.  Petitioner  requests  the  finding  that  if  Section  408 
be  otherwise  applicable,  approval  of  the  control  relation¬ 
ship  is  governed  by  the  first  proviso  of  subsection  (b). 

33.  Petitioner  requests  that  even  if  this  Court  find  the 
second  proviso  of  Section  408  (b)  applicable,  that  it  should 
find  the  “auxiliary,  supplemental  and  incidental”  test  is 
not  a  proper  method  for  determining  compliance  with  the 

Statute. 

9  34.  Petitioner  requests  a  finding  that  the  Board 

acted  in  abuse  of  its  discretion  and  in  excess  of  its 
authority  in  holding  that  delays  incident  to  a  collateral 
proceeding  were  sufficient  to  justify  a  denial  of  Petition¬ 
er’s  application,  particularly  when  such  delays  resulted 
from  respondent’s  action. 

35.  Petitioner  requests  that  if  this  proceeding  be  re¬ 
manded  to  the  Civil  Aeronautics  Board,  that  Respondent 
be  made  to  issue  a  new  order  based  upon  the  record  as 
it  now  stands. 

WHEREFORE,  Petitioner  prays  (1)  that  a  copy  of 
this  petition  be  transmitted  to  respondent;  (2)  that  re¬ 
spondent  be  directed  to  certify  and  file  in  this  Court  a 
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transcript  of  the  record  upon  which  the  order  complained 
of  was  entered;  (3)  that  this  Court  review  said  order 
Serial  No.  E-4482  and  E-4647  and  reverse  and  remaid 
said  orders;  and  (4)  that  petitioner  be  granted  such  fur¬ 
ther  relief  as  to  the  Court  may  appear  proper. 

Respectfully  submitted, 

/s/  A.  L.  Wheeleb 


A.  L.  Wheeleb 
/s/  Jebbold  Scoutt 
Jebbold  Scoutt 
/s/  Welbubn  Mayock 
Welbubn  Mayock 
1143  Munsey  Building, 
Washington  4,  D.  C. 
Attorneys  for  Petitioner. 


October  20, 1950. 


•  •  •  • 

CERTIFICATE  OF  SERVICE 

I  Certify  that  I  have  this  day  personally  served  a  copy 
of  the  Petition  for  Judicial  Review  of  Order  of  the  Civil 
Aeronautics  Board  upon  the  Civil  Aeronautics  Board  by 
personally  delivering  said  copy  to  the  Secretary  of  the 
Civil  Aeronautics  Board  in  the  Commerce  Department, 
Washington,  D.  C. 

/s/  Jebbold  Scoutt 
Jebbold  Scoutt, 

1143  Munsey  Building, 
Washington  4,  D.  C. 

Dated  at  Washington,  D.  C. 

October  20,  1950. 
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313  Orders 

Serial  Number  E-2978 

UNITED  STATES  OF  AMERICA 
CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Adopted  by  the  Civil  Aeronautics  Board 
at  its  office  in  Washington,  D.  C., 
on  the  28th  day  of  June,  1949. 

In  the  matter  of  a  reopened  portion  of  the 
NORTH  CENTRAL  CASE 
relating  to  the  routes  awarded  Parks  Air  Lines,  Inc. 

Docket  No.  415  et  al. 

In  the  matter  of  a  reopened  portion  of  the 
GREAT  LAKES  AREA  CASE 
relating  to  the  routes  awarded  Parks  Air  Lines,  Inc. 

Docket  No.  535  et  al. 

In  the  matter  of  a  reopened  portion  of  the 
MISSISSIPPI  VALLEY  CASE 
relating  to  the  routes  awarded  Parks  Air  Lines,  Inc. 

Docket  No.  548  et  al. 

In  the  matter  of  the  joint  application  of 
MID-CONTINENT  AIRLINES,  INC. 

and 

PARKS  AIR  LINES,  INC. 

for  approval  under  sections  408  and  412  of  the  Civil 
Aeronautics  Act  of  1938,  as  amended,  of  an  agreement 
relating  to  the  acquisition  of  capital  stock  of  Parks  by 
Mid-Continent. 

Docket  No.  3782 

314  In  the  matter  of  a  proceeding  pursuant  to  sec¬ 
tion  401(g)  of  the  Act  to  determine  whether  the 

Board  shall  direct  that  the  certificate  of  public  con- 


27 


venience  and  necessity  of  Parks  Air  Lines,  Inc.,  shall 
cease  to  be  effective. 

Docket  No.  3965 

Order 


317  5.  That  the  North  Central  Case,  Docket  No.  415 
et  al.,  Great  Lakes  Area  Case,  Docket  No.  535  et 

and  Mississippi  Valley  Case,  Docket  No.  548  et  al.,  be  and 
hereby  are  reopened  for  the  limited  purpose  of  deter¬ 
mining  whether,  with  respect  to  each  of  the  three  sepa¬ 
rate  route  systems  heretofore  awarded  Parks  in  the 
North  Central  Case,  Great  Lakes  Area  Case,  and  Missis¬ 
sippi  Valley  Case,  such  route  system  shall  be  awarded 
to  an  applicant  other  than  Parks;  that  the  issue  of  public 
convenience  and  necessity  with  respect  to  the  route  pat¬ 
tern  and  the  need  for  air  transportation  over  such  routes 
be  and  hereby  is  specifically  excluded  from  consideration 
in  said  reopened  proceedings ; 

318  6.  That  the  aforementioned  proceeding,  Docket 
No.  3965,  those  portions  of  the  North  Central 

Case,  Great  Lakes  Area  Case,  and  Mississippi  Valley 
Case ,  reopened  by  this  order,  and  the  aforementioned 
.joint  application  of  Mid-Continent  and  Parks,  Docket  Ifo. 
3782,  be  and  hereby  are  consolidated  into  a  single  pro¬ 
ceeding  for  purposes  of  hearing,  and  that  for  convenience 
said  consolidated  proceeding  shall  be  known  as  T%e 
Parks  Investigation  Case ; 

7.  That  new  or  amended  applications  requesting 
authority  to  engage  in  air  transportation  over  the  routes 
previously  awarded  Parks  may  be  filed  by  any  person 
within  15  days  from  the  date  of  this  order;  that  all 
such  applications  filed  within  the  specified  time  will  be 
considered  for  consolidation  with  the  reopened  proceed¬ 
ings  in  the  aforementioned  North  Central  Case,  Great 
Lakes  Area  Case .  and  Mississippi  Valley  Case; 
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451  Received  Docket  Section  Jul  21  2:12  P.  M.  ’49 

Civil  Aeronautics  Board 

452  TO  THE  HONORABLE  CIVIL  AERONAUTICS 

BOARD: 

I  Applicant 

The  name  of  the  applicant  is  Southern  Bus  Lines,  Inc., 
a  corporation  organized  and  existing  under  the  laws  of 
the  State  of  Louisiana  and  maintaining  its  principal 
offices  in  Alexandria,  Louisiana. 

II  Citizenship  of  Applicant 

The  applicant  is  a  citizen  of  the  United  States  within 
the  meaning  of  Section  I  (13)  of  the  Civil  Aeronautics 
Act,  as  amended.  Its  President,  each  of  its  Directors 
and  all  of  its  officers  are  citizens  of  the  United  States 
and  more  than  seventy-five  per  cent  (75%)  of  the  voting 
interest  is  owned  and/or  controlled  by  persons  who  are 
citizens  of  the  United  States. 

Ill  Status  of  Applicant 

The  applicant  is  a  motor  carrier  of  persons  and  prop¬ 
erty  operating  under  authority  conferred  by  the  Inter¬ 
state  Commerce  Commission.  At  the  present  time  the 
applicant  does  not  hold  a  certificate  of  public  convenience 
and  necessity  authorizing  it  to  engage  in  air  transporta¬ 
tion. 

IV  Authority  Sought 

The  applicant  requests  permanent  or  temporary  certifi¬ 
cates  of  public  convenience  and  necessity  authorizing  it  to 
engage  in  scheduled  air  transportation  of  persons,  prop¬ 
erty  and  mail  over  two  route  systems.  Route  System  I 
is  identical  to  the  routes  awarded  Parks  Air  Lines,  Inc., 
in  the  Mississippi  Valley  Case,  Docket  No.  548,  et  al., 
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and  Route  System  II  is  identical  to  the  route  system 
awarded  Parks  Air  Lines,  Inc.,  in  the  Great  Lakes  Area 
Case,  Docket  No.  535,  et  al.  The  applicant  hereby  amends 
its  original  application  to  reflect  the  amendment,  of 
Order  Serial  No.  E1195,  dated  February  4,  1048, 
453  in  so  far  as  such  order  amended  the  routes  origi¬ 
nally  awarded  Parks  Air  Lines,  Inc.,  in  the  Gfeat 
Lakes  Area  Case. 

ROUTE  SYSTEM  I: 

(A)  Between  the  co-terminal  points  St.  Louis, 
and  East  St.  Louis,  Ill.,  the  intermediate  points 
Mo.-Quincy,  Ill.,  Keokuk,  Iowa-Fort  Madison,  Iowa, 
lington,  Iowa,  Muscatine,  Iowa,  and  the  terminal 
Davenport,  Iowa-Moline,  Ill. ; 

(B)  Between  the  co-terminal  points  St.  Louis, 
and  East  St.  Louis,  Ill.,  the  intermediate  points 
Girardeau,  Mo.,  and  Cairo,  Ill.,  and 

(1)  Beyond  Cairo,  Ill.,  the  intermediate  points 
ducah,  Ky.,  Dyersburg,  Tenn.,  Jackson,  Tenn.,  and 
terminal  point  Memphis,  Tenn.,  and 

(2)  Beyond  Cairo,  Ill.,  the  intermediate  points  Po] 
Bluff,  Mo.,  and  Jonesboro,  Ark.,  and  the  terminal  poim 
Memphis,  Tenn.; 

(C)  Between  the  co-terminal  points  St.  Louis,  Mo., 
and  East  St.  Louis,  Ill.,  the  intermediate  points  Jeffer¬ 
son  City,  Mo.,  Springfield,  Mo.,  Joplin,  Mo.,  Miami,  Oida., 
and  the  terminal  point  Tulsa,  Okla. ;  and 

(D)  Between  the  terminal  point  Kansas  City,  JJo., 
the  intermediate  points  Topeka,  Kans.,  Emporia,  Kans., 
Chanute,  Kans.,  Coffeyville,  Kans.,  Bartlesville,  O' da., 
and  the  terminal  point  Tulsa,  Okla. 

ROUTE  SYSTEM  II : 

(A)  Between  the  terminal  point  Rockford,  HI.,  the 
intermediate  points  La  Salle-Ottawa,  HI.,  Peoria,  HI., 
and  Springfield,  HI.,  and  the  co-terminal  points  St.  Louis, 
Mo.,  and  East  St.  Louis,  HI. : 
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(B)  Between  the  terminal  point  Galesburg,  HI.,  and 
the  intermediate  points  Peoria,  HI.,  Bloomington,  HI., 
Champaign-Urbana,  HI.,  Danville,  HI.,  and  Crawfords- 
ville,  Ind.,  and  the  terminal  point  Indianapolis,  Ind.;  and 

(C)  Between  the  co-terminal  points  St.  Louis,  Mo., 
and  East  St.  Louis,  HI.,  and  the  intermediate  points 
Springfield,  HI.,  Decatur,  Ill.,  Champaign-Urbana,  HI.,  and 

(1)  Beyond  Champaign-Urbana,  HI.,  the  terminal 
point  Chicago,  Ill.,  and 

(2)  Beyond  Champaign-Urbana,  HI.,  the  inter- 
454  mediate  points  Danville,  HI.,  and  Crawfordsville, 
Ind.,  and  the  terminal  point  Indianapolis,  Ind. 

V  Map  of  Routes 

The  routes  applied  for  by  the  applicant  are  identical 
to  those  awarded  Parks  Air  Lines,  Inc.,  in  the  Missis¬ 
sippi  Valley  Case,  Docket  No.  548,  et  al.,  and  the  Great 
Lakes  Area  Case,  Docket  No.  535,  et  al.  A  map  drawn  to 
scale  with  mileages  will  be  furnished  at  a  later  date. 

VI  Equipment 

The  applicant  proposes  to  render  service  with  DC-3 
aircraft  and/or  such  other  type  of  aircraft  as  may  be 
required  from  time  to  time  by  the  public  convenience  and 
necessity.  The  applicant  at  the  present  time  does  not 
own  any  aircraft  suitable  for  the  operation  herein  pro¬ 
posed. 

VII  Communications 

Communications  with  respect  to  this  application  should 
be  addressed  to  Jerrold  Scoutt,  Jr.,  709  Barr  Bldg., 
Washington  6,  D.  C. 

WHEREFORE,  Applicant  requests  the  Board  to  enter 
an  order  issuing  applicant  a  temporary  or  permanent 
certificate  of  public  convenience  and  necessity  authorizing 
air  transportation  of  persons,  property  and  mail  in  sched- 
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uled  operations  over  routes  and  between  points  above  re¬ 
ferred  to  and  such  other,  further  and  different  relief  as 
it  may  determine  to  be  proper. 

Respectfully  submitted, 

SOUTHERN  BUS  LINES,  INC, 
By:  /s/  Jerrold  Scoutt,  Jr. 

Jerrold  Scoutt,  Jr. 

Counsel. 


Received  Docket  Section  Feb  3  2 :46  P.  M.  ’50 
Civil  Aeronautics  Board 


457  Amendment  to  Application  II 

TO  THE  HONORABLE  CIVIL  AERONAUTICS 
BOARD: 

Southern  Bus  Lines,  Inc.,  an  applicant  for  routes  in 
the  Parks  Investigation  Case,  Docket  No.  3965,  et  al., 
respectfully  requests  that  its  application  be  amended  so 
as  to  reflect  its  change  of  corporate  name  from  Southern 
Bus  Lines,  Inc.,  to  Continental  Southern  Lines,  Inc.  The 
corporate  name  was  changed  by  amendment  to  its  Articles 
of  Incorporation  on  October  20,  1949,  after  all  of  its 
stock  had  been  acquired  by  Transcontinental  Bus  System, 
Inc.,  and  such  approved  by  the  Interstate  Commerce 
Commission.  Corporate  structure  and  matters  other  than 
above  set  forth  remain  identical. 

WHEREFORE,  Continental  Southern  Lines,  Inc.,  re¬ 
quests  that  its  application  in  the  above  referred  to  docket 
be  amended  in  accordance  with  the  aforementioned  re¬ 
quest. 

Respectfully  submitted 

Continental  Southern  Lines,  Inc. 

By  /s/  Jerrold  Scoutt 
Jerrold  Scoutt 
Counsel 
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*  •  •  * 

477  Received  Docket  Section  Jul  13  3 :54  P.  M.  ’49 

Civil  Aeronautics  Board 

•  •  •  • 

478  Application  for  Permanent,  Temporary,  or 

Experimental  Certificate  of  Convenience 
and  Necessity 

Comes  now  the  Applicant,  Ozark  Air  Lines,  a  corpora¬ 
tion  pursuant  to  authority  granted  by  the  Boards  order 
Serial  No.  E-2978,  entered  on  June  28,  1949,  in  Docket 
Nos.  415  et  al,  535  et  al,  548  et  al,  and  3782  et  al,  and 
files  its  application  for  a  permanent,  temporary,  or  ex¬ 
perimental  certificate  of  public  convenience  and  necessity 
for  the  carriage  of  persons,  property,  and  mail  by  air¬ 
craft  over  the  routes  and  between  the  cities  hereinafter 
set  forth,  and  in  support  of  its  application  respectfully 
states  to  the  Board : 

1.  That  the  applicant  is  a  corporation  duly  organized, 
existing  and  doing  business  under  the  laws  of  the  State 
of  Missouri,  the  full  corporation  name  of  which  and 
the  principal  business  address  are :  OZARK  AIR  LINES, 
Springfield,  Missouri. 

2.  That  the  applicant  is  a  citizen  of  the  United  States 
as  defined  in  Section  1,  paragraph  13  of  the  Civil  Aero¬ 
nautics  Act  of  1938  as  amended.  Its  president,  other 
officers,  members  of  the  Board  of  Directors,  and  the  own¬ 
ers  of  its  capital  stock  are  all  citizens  of  the  United 
States  of  America. 

3.  That  a  certificate,  or  certificates,  of  public  con¬ 
venience  and  necessity  are  sought,  either  permanent,  tem¬ 
porary,  or  experimental,  authorizing  the  scheduled  trans¬ 
portation  by  air  of  passengers,  property,  and  mail,  over 
each  of  the  following  routes : 

ROUTE  1.  Between  the  terminal  points  Chicago,  Illi¬ 
nois  via  the  intermediate  points  Elgin,  Rockford,  and 
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Freeport,  Illinois,  Dubuque,  Waterloo,  and  Fort  Dodge, 
Iowa,  and  the  terminal  point  Sioux  City,  Iowa. 

ROUTE  2.  Between  the  terminal  Point  Chicago,  Illi¬ 
nois,  via  the  intermediate  points  Elgin  and  Rockford, 
Illinois,  Beloit — Janesville,  Madison,  Baraboo-Portage 
and  LaCrosse,  Wisconsin,  Winona,  Rochester,  and  Red¬ 
wing,  Minnesota,  and  the  terminal  point  Minneapolis^ 
St.  Paul,  Minnesota. 

ROUTE  3.  Between  the  terminal  point  Chicago,  Illi¬ 
nois,  via  the  intermediate  points  Aurora,  LaSalle,  Ke- 
wanee,  and  Galesburg,  Illinois,  Burlington,  Ottumwa,  and 
Oskaloosa,  Iowa,  and  the  terminal  point  Des  Moines, 
Iowa. 

ROUTE  4.  Between  the  terminal  point  Galesburg  and 
the  terminal  point  Moline,  Illinois. 

ROUTE  5.  Between  the  terminal  point  Milwaukee, 
Wisconsin  via  the  intermediate  points  Rockford,  Ster¬ 
ling,  Clinton,  and  Moline,  Illinois,  Muscatine,  Cedar  Rap¬ 
ids,  Waterloo,  and  Marshalltown,  Iowa,  and  the  terminal 
point  Des  Moines,  Iowa. 

479  ROUTE  6.  Between  the  terminal  point  Rock¬ 
ford,  Illinois,  via  the  intermediate  points  LaSalle — 
Ottawa,  Peoria,  and  Springfield,  Illinois,  and  the  co-te)r- 
minal  points  St.  Louis,  Missouri,  and  East  St.  Louib, 
Illinois. 

ROUTE  7.  Between  the  terminal  point  Galesburg,  Illi¬ 
nois,  and  the  intermediate  points  Peoria,  Bloomingtoh, 
Champaign — Urbana,  and  Danville,  Illinois,  and  Craw- 
fordsville,  Indiana,  and  the  terminal  point  Indianapolis, 
Indiana. 

ROUTE  8.  Between  the  terminal  point  Indianapolis, 
Indiana  via  the  intermediate  points  Crawfordsville,  Dan¬ 
ville,  Champaign-Urbana,  Decatur,  and  Springfield,  Illi¬ 
nois,  and  the  co-terminal  points  St.  Louis,  Missouri,  and 
East  St.  Louis,  Illinois. 

ROUTE  9.  Between  the  co-terminal  points  St.  Loui^, 
Missouri,  and  East  St.  Louis,  Illinois,  via  the  intermedj- 
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ate  points  Hannibal,  Missouri — Quincy,  Illinois,  Keokuk — 
Fort  Madison,  Burlington,  and  Muscatine,  Iowa,  and  the 
terminal  point  Davenport,  Iowa — Moline,  Illinois. 

ROUTE  10.  Between  the  co-terminal  points  St.  Louis, 
Missouri,  and  East  St.  Louis,  Illinois,  via  the  intermedi¬ 
ate  points  Cape  Girardeau,  Missouri,  and  Cairo,  Illinois, 
and  (a)  beyond  Cairo  via  the  intermediate  points  Pa¬ 
ducah,  Kentucky,  Dyersburg,  and  Jackson,  Tennessee,  and 
the  terminal  point  Memphis,  Tennessee,  and  (b)  beyond 
Cairo  via  the  intermediate  points  Poplar  Bluff,  Missouri, 
and  Jonesboro,  Arkansas,  and  the  terminal  point  Mem¬ 
phis,  Tennessee. 

ROUTE  11.  Between  the  co-terminal  points  St.  Louis, 
Missouri,  and  East  St.  Louis,  Illinois,  via  the  inter¬ 
mediate  points  Jefferson  City,  Springfield,  and  Joplin, 
Missouri,  Miami,  Oklahoma,  and  the  terminal  point,  Tulsa, 
Oklahoma. 

ROUTE  12.  Between  the  terminal  point  Kansas  City, 
Missouri,  via  the  intermediate  points  Topeka,  Emporia, 
Chanute,  and  Coffeeville,  Kansas,  Bartlesville,  Okla¬ 
homa,  and  the  terminal  point  Tulsa,  Oklahoma. 

4.  The  applicant  further  states  that  it  was  an  appli¬ 
cant  for  a  portion  of  the  routes  above  set  forth  in  the 
Mississippi  Valley  Case,  Docket  No.  548  et  al,  and  in 
that  proceeding  the  applicant  was  found  to  be  fit,  willing, 
and  able  to  operate  the  routes  therein  awarded  to  Parks 
Air  Lines,  Inc.;  that  the  applicant  is  still  fit,  willing,  and 
able  to  operate  all  of  the  routes  applied  for  awarded  in 
the  Mississippi  Valley  area  and  that  all  of  its  facilities, 
experience  in  air  transportation,  and  financial  resources 
have  substantially  increased  subsequent  to  the  Board’s 
finding  of  fitness,  willingness,  and  ability  of  Ozark  Air 
Lines  on  December  18,  1947,  and  the  applicant  is  now 
fit,  willing,  and  able  to  operate  all  of  the  routes 
480  above  set  forth.  That  the  applicant  will  accept  a 
certificate  of  public  convenience  and  necessity,  per¬ 
manent,  temporary,  or  experimental  for  the  carriage  of 
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persons,  property,  and  mail  over  all  of  the  above  de¬ 
scribed  routes  or  such  part  thereof  as  the  Board  shall 
find  should  be  operated  by  the  applicant. 

5.  That  the  applicant  does  not  now  hold  a  certificate 
of  public  convenience  and  necessity  authorizing  the  serv¬ 
ice  applied  for  or  any  part  thereof. 

WHEREFORE,  the  Applicant  prays  that  the  Civil 
Aeronautics  Board  enter  appropriate  orders  authorising 
the  Applicant  to  engage  in  scheduled  air  transportation 
as  a  carrier  of  persons,  property,  and  mail  on  the  routes 
herein  designated,  or  such  portions  of  the  routes  as  the 
Board  shall  find  the  Applicant  is  fit,  willing,  and  able 
to  operate,  together  with  such  other  relief  as  the  Ap¬ 
plicant  may  be  entitled  to  receive. 

Respectfully  submitted, 

OZARK  AIR  LINES,  INC., 

By  /s/  James  W.  Batchelor 
Attorney  for 
Ozark  Air  Lines 
#  •  •  • 

« 

530  DOCKET  NO.  3965  ET  AL. 

Parks  Investigation  Case 

Report  of  Prehearing  Conference  Held  July  18,  1949 
Served:  July  22,  1949 

•  •  •  • 

536  Public  Counsel  submitted  a  proposed  statement 
of  issues  and  a  request  for  information  to  be  in- 

537  eluded  in  the  evidence  of  Parks  and  the  other  ap¬ 
plicants.  Appendix  No.  1  contains  this  statement 

and  request.  All  present  agreed  that  the  matters  set 
forth  by  Public  Counsel  are  at  issue  in  the  proceeding. 

•  •  •  • 
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544  Appendix  No.  1 

•  •  •  • 

11.  Additional  Issues  Raised  by  Section  408. 

Under  the  provisions  of  section  408(b)  of  the  Civil 
Aeronautics  Act  the  Board  shall  approve  acquisition  of 
control,  in  certain  situations,  unless  it  finds  that  such 
acquisition  “will  not  be  consistent  with  the  public  in¬ 
terest.’  ’  In  addition  to  this  general  test  there  are  two 
restrictive  provisos  in  section  408(b).  The  first  proviso 
requires  that  the  Board  shall  not  approve  an  acquisition 
if  it  * *  would  result  in  creating  a  monopoly  or  monopolies 
and  thereby  restrain  competition  or  jeopardize  another 
air  carrier.”  The  second  proviso  requires  that  if  the 
applicant  is  a  carrier  other  than  an  air  carrier  or  affil¬ 
iated  therewith,  the  Board  shall  not  approve  an  acquisi¬ 
tion  unless  such  acquisition  “will  promote  the  public  in¬ 
terest  by  enabling  such  carrier  other  than  an  air  carrier 
to  use  aircraft  to  public  advantage  in  its  operation  and 
will  not  restrain  competition.”  (Emphasis  added.)  In 
its  opinion  in  Petition  of  American,  President  Lines ,  Ltd., 
et  al.,  (Docket  No.  2411)  decided  March  19,  1947,  the 
Board  held  that  while  compliance  with  the  second  proviso 
of  section  408(b)  was  not  a  legal  condition  to  the  grant¬ 
ing  of  a  certificate  of  public  convenience  and  necessity 
to  a  surface  carrier  applicant,  the  Board  might  consider 
the  policy  expressed  in  such  proviso  as  one  of  the  statu¬ 
tory  standards  guiding  the  Board  in  reaching  a  judg¬ 
ment.  Applicants  are  directed  to  the  American,  Presi¬ 
dent  opinion  for  a  full  discussion  of  the  question  of  sur¬ 
face  participation  in  air  transportation.  Each  applicant 
affiliated  with,  or  which  is,  a  surface  carrier  must,  of 
course,  make  its  own  determination  whether  it  will  under¬ 
take  to  offer  evidence  to  meet  the  foregoing  statutory 
standard.  If  it  elects  to  do  so,  it  is  suggested  that  evi¬ 
dence  bearing  on  the  following  matters,  among  others, 
be  offered : 
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a.  Map  showing  the  existing  rail,  bus  or  steamship 
routes  of  the  applicant  or  its  affiliate  or  parent  company. 

b.  Evidence  of  the  integration  of  the  proposed  air 
service  with  other  service  of  the  applicant  or  its  affiliate 
or  parent  company,  including  schedules  and  fares  of  pro¬ 
posed  air  and  existing  common  carrier  services  operated 
by  applicant  or  its  affiliate  or  parent  company. 

c.  Diversion  from  the  applicant’s  other  common  car¬ 
rier  services  if  it  is  authorized  to  operate  air  serv¬ 
ice. 

545  d.  Information  concerning  the  dual  management 
of  applicant’s  existing  operations  and  the  proposed 
air  carrier  operations. 

e.  Information  concerning  the  extent  that  applicant 
can  or  intends  to  utilize  the  facilities  of  any  common 
carrier  it  owns,  is  affiliated  with  or  is  controlled  by. 

(Other  applicants  who  come  within  the  provisions  of 
section  408,  such  as  persons  engaged  in  a  phase  of  acxo- 
nautics,  must  meet  the  issues  raised  by  that  section  with 
respect  to  them.  These  do  not  include  the  issues  raised 
by  the  second  proviso  of  section  408(b).) 

*  #  *  * 

PORTIONS  OF  TRANSCRIPT  OF  HEARING  RELAT¬ 
ING  TO  THE  CASE  OF  OZARK  AIR  LINES 


2141  Laddie  Hamilton 

was  called  as  a  witness  on  behalf  of  Ozark  Air 
Lines,  and  having  been  duly  sworn,  was  examined  and 
testified  as  follows : 

Direct  Examination 

*  •  •  • 

2142  Q  Will  you  state  your  name  for  the  record, 
please?  A  Laddie  Hamilton. 

Q  What  position  do  you  hold  with  Ozark  Air  Lines? 
A  President. 
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Q  How  long  have  you  held  that  position?  A  Since 
the  company  was  organized  in  1943. 

Q  Please  state  what  experience  you  have  had  in  the 
transportation  business.  A  I  have  had  roughly  20 
years 1  experience  in  bus  transportation,  and  have  been 
connected  with  air  transportation  in  various  forms  since 
Ozark  was  organized  in  1943. 

Q  Did  you  have  any  aviation  experience  prior  to  the 
organization  of  Ozark  Air  Lines  in  1943?  A  Yes,  as 
pilot  and  operating  and  trading  in  light  airplanes. 

Q  Were  the  exhibits  of  Ozark  Air  Lines  prepared 
by  you,  or  under  your  direction  and  supervision?  A 
Yes. 

Q  Are  you  sponsoring  Exhibits  1,  3,  4,  5,  5-A,  6,  7, 
and  10?  A  That  is  correct. 

Q  Have  you  made  a  study  of  the  transportation  re¬ 
quirements,  available  facilities,  and  other  pertinent  fac¬ 
tors  related  to  the  transportation  needs  of  the  Mississippi 
Valley,  Great  Lakes  and  North  Central  areas?  A  Yes. 

Q  Do  the  exhibits  of  Ozark  accurately  represent  the 
conclusions  reached  as  a  result  of  that  study? 
2143  A  Yes,  as  accurately  as  we  could  prepare  them 
in  exhibit  form. 

Q  What  type  of  aircraft  was  selected  to  provide  serv¬ 
ice  to  these  areas  as  a  result  of  vour  study?  A  As  a 
result  of  our  study  of  this  area,  we  decided  on  using 
the  Cessna  190  series  aircraft. 

Q  Will  you  explain  the  basis  on  which  the  decision 
on  aircraft  was  reached?  A  This  decision  was  reached 
after  considerable  study,  due  to  the  operating  character¬ 
istics  of  this  aircraft,  due  to  the  terrain  in  these  areas, 
and  due  to  the  condition  of  the  airports  in  the  areas  to 
be  served  at  the  present  time. 

Q  Do  you  plan  to  continue  use  of  this  equipment,  or 
would  you  supplement  or  replace  it  with  other  equip¬ 
ment,  as  traffic  develops?  A  It  would  be  our  plan  to 
supplement  or  replace  this  equipment  with  more  suitable 
equipment  as  traffic  develops  and  the  airports  along  the 
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various  routes  are  improved  to  the  point  that  they]  can 
be  served  with  larger,  or  more  adequate  airplanes. 

Q  Would  you  care  to  elaborate  further  on  how  that 
plan  would  be  carried  out?  A  The  plan  would  have  to 
be  carried  out  by  routes,  as  the  traffic  built  up  on  a  cer¬ 
tain  individual  route,  and  the  airports  on  this  route  Were 
improved  to  the  point  that  larger  aircraft  of  the  t>C-3 
type,  for  example,  could  be  certificated  on  this  route.  We 
would  then  plan  to  inaugurate  service  on  that  particular 
route  with  the  other  type  equipment. 

Q  Have  you  given  consideration  to  beginning 
2144  service  with  other  types  of  equipment,  besides  the 
Cessna  195?  A  Yes,  we  have. 

Q  What  other  type  equipment  have  you  considered? 
A  We  have  made  a  study  of  this,  and  considered  the 
Navion,  the  Beech  Bonanza,  the  DC-3,  as  well  asj  the 
Cessna. 

Q  Have  you  given  consideration  to  both  types  of 
Cessna,  that  is,  the  Cessna  195  and  the  Cessna  190?  A 
Yes,  we  have  given  consideration  to  both  types  of  Cess¬ 
nas,  and  have  prepared  operating  figures  on  both  of 
them. 

Q  Will  you  please  explain  the  difference  between  the 
Cessna  190  and  the  Cessna  195?  A  The  major  differ¬ 
ence  in  the  two  aircraft  is  the  type  engine  used.  The 
Cessna  190  has  a  Continental  engine  of  240  horsepower, 
the  195  having  a  Jacobs  engine,  300  horsepower.  The 
equipment  or  accessories  of  the  aircraft  varies  slightly, 
but  that  is  the  main  difference. 

Q  Is  there  any  difference  in  the  payload  capacity  of 
either  the  190  or  the  195?  A  No,  sir,  they  carry  the 
same  payload. 

Q  What  is  the  principal  difference  in  performance, 
if  any?  A  Due  to  the  increased  horsepower  of  the 
Cessna  195,  the  take-off  distance  is  slightly  shorter  and 
rate  of  climb  is  higher. 
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Q  Would  that  factor  be  important  where  you  have 
marginal  airports?  A  Yes,  it  definitely  would. 

Q  Have  you  made  a  study  of  the  airports  in  the 
Mississippi  Valley,  the  Great  Lakes  and  North 

2145  Central  area  to  determine  which  airports  can  be 
served  with  the  different  types  of  equipment  which 

you  have  had  under  consideration?  A  Yes,  we  have 
made  a  study  of  that. 

Q  I  will  ask  you  to  turn  to  Exhibit  5-A.  Would  you 
please  analyze  the  routes  one  by  one,  shown  on  Exhibit 
5-A,  and  explain  the  differences  in  the  amount  of  service 
that  can  be  provided  with  the  two  types  of  aircraft 
listed  there?  A  The  first  route  segment  is  Kansas 
City-Tulsa.  There  can  be  no  additional  points  served 
with  DC-3  service,  while  three  additional  points  could 
be  served  with  Cessna  service.  Tulsa-St.  Louis  route,  no 
additional  points  in  DC-3  service,  two  with  Cessna. 

St.  Louis-Memphis  route,  there  can  be  four  addi¬ 
tional  points  served  with  DC-3’s  and  five  with  Cessna. 
St.  Louis-Davenport-Moline,  no  additional  points  can  be 
served  with  DC-3’s;  four  additional  points  with  Cessnas. 

That  makes  a  total  in  the  Mississippi  Valley  area 
routes  of  four  additional  points  that  can  be  served  with 
DC-3’s,  and  14  additional  points  can  be  served  with 
Cessnas. 

Q  Now,  how  about  the  Great  Lakes  area? 

MR.  FITZGERALD:  Mr.  Examiner,  I  object  to  the 
reading  of  the  exhibit.  It  is  not  necessary  and  it  tends 
to  confuse  the  record.  The  thing  speaks  for  itself. 
I  think  it  is  clearer  than  the  testimony. 

EXAMINER  WISER:  I  don’t  think  he  needs  to  re¬ 
peat  the  exhibit,  Mr.  Batchelor. 

MR.  BATCHELOR:  Mr.  Examiner,  it  is  the  basis  for 
a  conclusion,  bearing  out  the  soundness  of  the  decision 
to  use  the  Cessna  aircraft. 

2146  MR.  FITZGERALD:  I  wanted  to  point  out,  he 
says  ‘ ‘additional  points.”  We  don’t  know  what  it 
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means.  If  you  look  at  the  exhibit  you  do  know  wthat 
it  means. 

EXAMINER :  It  can  be  briefly  referred  to. 

MR.  FITZGERALD:  He  is  stating  a  conclusion  from 
the  exhibit. 

MR.  BATCHELOR:  I  will  forego  further  questions 
along  that  line,  and  I  will  ask  Mr.  Hamilton  how  many 
points — I  mean,  how  many  routes  in  the  three  areas 
could  be  logically  served  with  DC-3  equipment. 

THE  WITNESS:  St.  Louis-Memphis  route  could  be 
served  with  DC-3’s  in  the  Mississippi  Valley,  and  the 
St.  Louis-Chicago  route  in  the  Great  Lakes  area,  In- 
dianapolis-Galesburg  in  the  Great  Lakes  area  could  logi¬ 
cally  be  served  with  DC-3’s.  The  Chicago-Minneapolis 
route  in  the  North  Central  area  is  the  only  route  that 
appears  to  be  logical  for  service  with  DC-3*s. 

BY  MR.  BATCHELOR : 

Q  Would  the  same  conclusion  be  true  as  to  either  the 
Cessna  190  or  the  Cessna  195,  as  far  as  service  to  the 
new  points  is  concerned?  A  That  is  right.  There  ^re 
no  airports  in  this  survey  we  have  shown  to  be  served 
with  Cessnas  that  cannot  be  served  with  either  type  of 
service. 

Q  Would  you  state  what  would  be  the  estimated  total 
operating  cost  per  mile  of  the  Cessna  190?  A  The  esti¬ 
mated  total  operating  cost  of  Cessna  190  would  be  28.74 
cents  per  mile. 

Q  How  does  that  compare  with  the  total  oper- 
2147  ating  cost  of  the  Cessna  195?  A  The  Cessna 
195  estimated  figure  is  31.09.  However,  I  might 
explain  that  included  in  the  difference  in  these  two 
differences  is  that  the  ground  to  air  radio  has  been 
eliminated  in  figuring  the  cost  on  the  Cessna  190,  and  is 
included  in  the  figures  of  the  Cessna  195. 

Q  Why  was  the  ground  radio  eliminated,  after  hav¬ 
ing  been  included  in  the  first  estimate  on  Cessna  195?  A 
Because  since  we  originally  made  this  exhibit,  the  C.  A.  A. 
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has  certificated  single  engine  operators,  without  ground 
to  air  radio.  This  is  an  item  in  this  area  in  excess  of 
$93,000,  and  affects  the  operating  cost  by  approximately 
one-half  cent  per  mile.  For  that  reason,  we  showed  the 
operating  cost  on  the  190,  less  radio. 

Q  That  would  also  apply  now  to  the  195?  A  It 
would  apply  to  the  same  figure,  yes,  approximately  one- 
half  cent  per  mile. 

Q  What  would  be  the  total  operating  cost  per  mile 
on  all  of  the  routes  in  the  three  areas,  considering  that 
they  could  be  served  with  DC-3’s? 

MR.  FITZGERALD:  Could  we  get  who  is  operating 
these  DC-3’s  in  this  question? 

MR.  BATCHELOR:  We  will  get  to  that  a  little  later. 

THE  WITNESS:  Total  operating  cost  on  DC-3’s  over 
this  entire  route,  assuming  that  it  could  be  operated, 
would  be  approximately  89  cents  a  mile. 

BY  MR.  BATCHELOR: 

Q  How  have  you  arrived  at  that  figure?  A  We 
arrived  at  that  figure  by  taking  six  feeder 
2148  carriers  *  reports  for  the  year  ending  June  30, 
1949,  and  taking  an  average  of  their  operating 
cost  for  that  period. 

Q  What  would  be  the  total  capital  requirements  for 
using  DC-3’s,  assuming  that  they  could  be  used?  A 
Total  capital  requirements  to  put  all  three  of  the  route 
areas  into  operation  would  be  $1,105,467.78. 

Q  Does  that  figure  include  adequate  operating  re¬ 
serve?  A  Yes,  that  figure  includes  60  days’  operating 
expense. 

Q  Have  you  given  consideration  to  the  possible  use 
of  a  mixed  operation,  that  is,  part  DC-3’s  and  part 
single-engine  aircraft?  A  Yes,  we  have  given  consid¬ 
erable  study  to  this  possibility.  It  seems  to  be  the 
logical  solution  to  the  operation  of  these  routes,  as  the 
airport,  the  condition  of  the  airports  in  the  area  at  this 
time.  However,  we  have  not  made  a  breakdown  route  to 


43 


route  comparison  of  costs,  because  that  would  be  rather 
hard  to  do,  due  to  the  change  of  condition  of  airports. 
What  is  factual  today  might  not  be  30  days  from  now. 

Q  According  to  your  Exhibit  5- A,  there  are  four 
routes  which  you  stated  could  logically  be  operated  with 
DC-3’s,  and  that  the  others,  in  your  judgment,  should 
be  operated  with  the  Cessnas.  Would  the  operation  of 
both  DC-3’s  and  Cessnas  on  different  routes  create  any 
substantial  operating  problems,  or  difficulties?  A  No, 
it  would  not. 

Q  Is  it  your  opinion  that  this  type  of  operation  could 
be  carried  on  satisfactorily  on  an  economically  feasible 
basis?  A  Yes,  I  believe  it  can. 

2149  Q  How  would  this  affect  your  total  cost  per 
mile,  with  relation  to  the  DC-3?  A  I  would  say 
it  would  be  proportionate  to  the  amount  of  miles  oper¬ 
ated  by  DC-3’s  and  the  number  of  miles  operated  by 
Cessnas,  as  shown  in  our  exhibit. 

Q  Then,  do  I  understand  that  it  would  increase  the 
overall  per  mile  operating  cost  of  the  system  as  a 
whole,  but  that  the  total  cost  would  be  substantially  less 
than  a  total  DC-3  operation;  is  that  correct? 

MR.  FITZGERALD:  Mr.  Examiner,  I  object  to  this 
incessant  leading  examination. 

EXAMINER  WISER:  I  will  ask  counsel  to  refrain 
from  leading. 

BY  MR.  BATCHELOR: 

Q  WThat  passenger  revenues  is  estimated  for  the 
Cessna  195?  A  We  have  estimated  our  passenger  reve¬ 
nue  on  the  basis  of  two  passengers  per  route-mile,  or 
50  per  cent  load  factor. 

Q  Do  you  estimate  the  same  figure  on  DC-3  opera¬ 
tion?  A  No.  We  based  our  figure  on  DC-3  operation 
on  the  number  of  passengers  carried  by  the  six  feeder 
operators  in  their  first  90  days  of  operating  experience, 
which  was  approximately  five  passengers  per  revenue 
nlane  mile. 
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Q  Would  you  give  the  names  of  those  feeders  to 
which  you  refer?  A  Challenger,  Empire,  Monarch, 
Piedmont,  Southwest  and  Pioneer. 

Q  Do  you  consider  these  estimates  an  average 

2150  or  a  minimum  figure?  A  I  would  say  they  were 
an  average  figure. 

Q  Do  you  anticipate  any  increase  in  passengers  after 
the  first  month  of  operation?  A  Yes.  That  is  logical 
to  assume,  and  it  has  been  the  trend  of  all  the  oper¬ 
ators. 

Q  Please  explain  the  manner  in  which  you  believe 
traffic  would  develop,  and  the  methods  which  you  would 
use  to  develop  it.  A  The  methods  we  would  use  to 
develop  traffic  would  be  by  local  advertising,  and  analyz¬ 
ing  the  needs  of  the  routes  and  proper  adjustment  of 
schedules  to  fit  the  needs  of  the  most  people. 

Q  How  many  passengers  per  mile  do  you  expect  to 
carry  at  the  end  of  the  first  year?  A  What  type  air¬ 
craft? 

Q  With  the  DC-3.  A  This  estimate  is  set  up  for  an 
annual  basis,  23  per  cent  load  factor,  approximately 
five  passengers  per  mile  per  year. 

Q  Is  the  same  true  with  reference  to  the  passenger 
load  factor  on  the  Cessna  190  or  195?  A  That  is  cor¬ 
rect.  It  is  set  upon  an  annual  basis. 

Q  If  traffic  should  develop  in  excess  of  the  capacity 
of  the  Cessna  190,  or  195,  how  would  you  serve  this 
traffic?  A  We  would  serve  this  traffic  with  second  sec¬ 
tions,  until  such  time  as  the  traffic  was  continuously 
heavy,  and  the  airports  in  satisfactory  condition  so  we 
could  go  to  larger  equipment.  Then  we  would  put 

2151  on  larger  equipment  to  take  care  of  the  traffic  need. 

Q  Would  you  explain  how  you  would  determine 
and  under  what  conditions  you  might  determine  that 
extra  sections  might  be  necessary?  A  We  plan  to  use 
the  reservation  system,  and  reservations  would  be  taken 
up  until  two  hours  from  departing  time  of  the  schedule, 
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and  if  there  were  reservations  for  additional  passengers, 
to  the  capacity  of  the  scheduled  airplane,  we  would  then 
schedule  the  second  airplane  to  handle  these  additional 
passengers. 

Q  Would  that  afford  you  sufficient  notice  at  the  termi¬ 
nal  point  to  provide  the  extra  sections  without  having 
to  deadhead?  A  It  would  depend  on  where  the  extra 
passengers  were  as  to  whether  or  not  there  would  be  any 
deadheading  involved.  If  they  were  leaving  from  the 
terminal  point  where  the  aircraft  was  stationed,  there 
would  be  no  deadheading,  but  should  they  be  at  a  point 
beyond  there,  there  would  naturally  be  some  deadheading 
if  there  were  not  a  full  load  from  the  terminal  point. 

Q  How  much  additional  load  would  be  necessary  tq 
make  it  economically  feasible,  with  the  Cessna  190  or 
195,  to  add  an  extra  section?  A  If  the  first  section  were 
loaded,  the  second  section  would  be  operated  on  a  break¬ 
even  basis  with  one  passenger. 

Q  That  is  assuming  there  would  be  four  passenger^ 
in  the  first  section?  A  That  is  right,  and  one  for  the 
second  section  would  make  five  passengers. 

2152  Q  Then  you  could  break  even  on  both  sections, 
is  that  right?  A  That  is  right. 

Q  On  what  basis  would  you  determine  that  larger 
equipment  should  be  utilized?  A  When  the  passenger 
load  is  built  up  to  the  point  that  they  could  not  bq 
handled  satisfactorily,  and  giving  adequate  service  to  the 
routes  with  the  small  type  aircraft,  we  would  thei 
feel  it  necessary  to  put  on  larger  aircraft. 

Q  What  is  the  total  estimated  mail  pay  per  mile, 
which  would  be  required  by  Ozark  if  you  used  Cessna 
195  exclusively?  A  In  our  exhibit,  page  12,  Exhibit 
8-A.  I  have  the  figure  of  19.13  cents  per  mile,  which 
would  be  the  total  mail  pay  required  for  the  first  year. 

Q  Do  you  consider  this  a  maximum  or  minimum 
figure?  A  We  would  consider  it  both  revenue  and  ex¬ 
penses,  and  feel  that  this  is  an  average  figure. 
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Q  What  is  the  total  estimated  mail  pay  per  mile 
which  would  be  required  if  Cessna  190  were  used  ex¬ 
clusively?  A  It  would  be  approximately  two  and  a 
quarter  cents  per  mile  less  than  the  figure  for  195  ’s. 

(Discussion  off  the  record.) 

BY  MR.  BATCHELOR: 

Q  Assuming  that  you  could  operate  all  of  these 
routes  with  DC-3*s,  what  would  be  the  total  estimated 
mail  pay  per  mile?  A  Approximately  63.55  cents  per 
mile. 

Q  Are  your  estimates  of  cost  based  on  all 
2153  routes  being  in  operation?  A  Yes  sir. 

Q  At  the  end  of  what  period  of  time  do  you 
expect  to  attain  these  costs?  A  These  costs  are  based 
on  an  annual  one  year  basis.  They  would  not  be  at¬ 
tained  until  approximately  the  end  of  the  first  year  of 
operation. 

Q  Are  you  familiar  with  the  C.  A.  A.  manual  of  pro¬ 
cedures  on  single-engine  scheduled  air  carrier  operations? 
A  Yes,  I  have  studied  the  manual  quite  a  little. 

Q  Have  the  requirements  of  this  manual  all  been 
taken  into  consideration  in  arriving  at  these  estimates  of 
cost?  A  Yes,  they  have. 

Q  Are  there  any  requirements  in  that  manual  which 
would  substantially  increase  the  estimated  operating  costs 
of  those  in  your  judgment?  A  Not  in  our  judgment,  no. 

Q  Your  Exhibit  8- A,  page  10,  shows  that  22  single¬ 
engine  aircraft  would  be  necessary  to  operate  all  of  the 
routes  in  the  Mississippi  Valley,  Great  Lakes  and  North 
Central  areas.  Your  Exhibit  8-B  shows  that  only  15 
DC-3*s  would  be  required  to  operate  these  routes. 

Will  you  please  explain  the  reason  for  the  difference 
in  the  number  of  aircraft  required  on  the  DC-3  opera¬ 
tion?  A  That  would  be  due  to  the  greater  utilization 
of  the  DC-3  type  aircraft,  because  they  can  be  operated 
under  instrument  and  night  conditions,  and  would  be  uti¬ 
lized  more  hours  a  day. 
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Q  Instrument  and  night  operations  would  not 

2154  be  authorized  under  the  single-engine  authoriza¬ 
tion?  A  Not  at  this  time. 

•  *  •  * 

Cross  Examination 
BY  MB.  PEYSER: 

Q  In  connection  with  Exhibit  5-A,  will  you  state  with 
respect  to  the  Mississippi  Valley  area  the  airports  that 
you  list  under  the  DC-3  service  and  the  ones  under  the 
Cessna  service,  the  airports  you  refer  to  in  your  ex¬ 
hibits?  A  I  didn’t  understand  you. 

Q  With  respect  to  your  Exhibit  No.  5-A,  in  the  Missis¬ 
sippi  Valley  area,  you  have  listed  certain  points  that 
can  be  served  by  DC-3  service  and  certain  ones  by 
Cessna  service. 

Now,  will  you  name  those  points,  please? 

MR.  WENNER:  By  those  that  can  be  seiwed 

2155  by  Cessna,  you  mean  cannot  be  served  by  DC-3’s. 

MB.  PEYSEB:  That  is  right,  by  DC-3’s. 

THE  WITNESS:  Would  you  want  me  to  take  them 
route  by  route? 

BY  MR.  PEYSER  : 

Q  Yes,  please.  A  The  first  route,  Kansas  City  to 
Tulsa,  there  are  no  additional  points  that  can  be  served 
by  DC-3’s  on  that  route. 

Q  What  are  the  three  points  to  be  served?  A  The 
three  points  that  can  be  served  with  Cessna  are  Em¬ 
poria,  Chanute  and  Coffeeville.  Fulton  to  St.  Louis 
route,  there  are  no  additional  points  that  can  be  served 
with  DC-3’s.  The  two  additional  points  that  can  be 
served  with  Cessna  are  Miami,  Oklahoma  and  Jefferson 
City,  Missouri. 

St.  Louis-Memphis  route,  the  four  additional  points 
that  can  be  served  with  DC-3  are  Cairo,  Dyersburg, 
Tennessee,  Jackson,  Tennessee,  and  Jonesboro,  Arkansas. 


48 


The  only  additional  point  on  this  route  that  can  be  served 
with  Cessna  is  Poplar  Bluff,  Missouri. 

St.  Louis-Davenport-Moline  route,  there  are  no  addi¬ 
tional  points  that  can  be  served  with  DC-3’s;  additional 
points  that  can  be  served  with  Cessna  are  Muscatine, 
Iowa,  Fort  Madison,  Iowa,  and  Hannibal,  Missouri. 

•  •  •  • 

2159  Q  Mr.  Hamilton,  could  you  tell  us  which  of  the 
present  officers  of  Ozark  Air  Lines  was  engaged 

in  the  intrastate  operation,  which  you  discussed  in  Ex¬ 
hibit  No.  3?  A  There  were  two  officers  actively  en¬ 
gaged  :  myself  and  J.  B.  Carl. 

Q  Were  you  employed  in  any  other  capacity  at  that 
time,  Mr.  Hamilton,  besides  president  of  Ozark  Air 
Lines?  A  Yes,  at  that  time  I  was  regional  manager 
for  Southeastern  Greyhound  Lines. 

Q  Were  you  spending  a  good  deal  of  your  time  down 
there?  A  I  was  spending  the  majority  of  my  time 
down  there. 

Q  Did  Mr.  Carl  spend  the  majority  of  his  time  with 
the  intrastate  operation?  A  He  spent  all  of  his  time. 

Q  Am  I  correct  in  saying  that  Mr.  Carl  spent  all 
of  his  time  and  you  occasionally  participated;  is  that 
correct?  A  That  is  substantially  correct,  yes  sir. 

2160  Q  When  was  this  operation  stopped,  Mr.  Hamil¬ 
ton?  A  The  last  schedule  was  operated  on  the 

third  day  of  November  of  1945. 

Q  I  notice  there  are  no  figures  after  August  of  1945 
here.  Do  you  have  any  figures  between  August  and 
November?  Are  they  available?  A  Yes,  we  have,  but 
at  the  time  these  figures  were  prepared,  we  were  pre¬ 
paring  an  exhibit  and  we  couldn’t  hold  the  exhibit  up 
long  enough  to  get  additional  later  figures  in  the  exhibit. 

Q  Could  you  tell  me  why  the  operation  was  stopped, 
Mr.  Hamilton?  A  That  was  stopped  on  our  best  judg¬ 
ment  at  that  time  as  to  what  was  the  proper  thing  to  do. 
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Q  Would  you  say,  Mr.  Hamilton,  it  was  a  financial 
success?  A  No  sir.  It  was  not  started — the  purposp 
of  it  was  not  a  financial  enterprise. 

Q  What  was  the  purpose  of  it?  A  The  purpose  olf 
it  was  to  gain  information  and  experience  in  operating 
small  single-engine  aircraft. 

Q  Was  that  directed  towards  the  Mississippi  Valle^ 
route?  A  It  was. 

*  *  •  • 

2162  Q  All  right.  How  many  planes  did  you  have  iji 
this  operation?  A  We  operated  three  airplane^ 
regularly. 

Q  And  how  many  pilots?  A  I  would  have  to  check. 
I  believe  there  were  five,  five  or  six  pilots  we  kept 
normally. 

•  #  *  • 

2164  Q  At  the  bottom  of  page  4,  of  Exhibit  3,  Mi|. 

Hamilton,  you  state  that  Ozark’s  position  is  that 
an  operator  of  a  feeder  air  line  should  be  well  qualified 
and  experienced  and  should  have  operational  experience 
as  near  like  those  that  he  will  encounter  on  a  scheduled 
interstate  feeder  operation  as  equipment  and  other  fac¬ 
tors  will  allow. 

As  between  Ozark  and  Central  Air  Lines,  Mr.  Hamil 
ton,  which  do  you  think  fits  your  particular  criteria  as 
set  forth  here  best?  A  Well,  we  have  had  considerably 
longer  experience  than  Central  has  had  at  this  time. 

Q  Did  you  use  the  same  time  equipment  in  your  intraj 
state  operation  as  you  intend  to  use  now?  A  No.  Th^ 
type  equipment  we  plan  to  use  now  was  not  available 
then,  was  not  manufactured. 


2173  Q  Mr.  Hamilton,  how  long  after  you  were 
awarded  these  routes  do  you  think  it  would  take 
you  to  get  into  operation?  A  Of  course,  the  problem 
of  getting  airports  approved  and  certificated  on  various 
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routes,  we  would  naturally  choose  the  route  most  easily 
activated,  to  begin  with,  and  I  feel  that  we  can  have  one 
route  on  it  in  operation  in  90  days  to  four  months,  and 
continue  and  possibly  put  a  route  in  operation  every  30 
or  60  days  after  that  time. 

•  *  •  • 

2187  Q  Mr.  Hamilton,  am  I  correct  in  understanding 
your  direct  testimony  of  last  Friday  that  you  intended  to 
start  service  initially  with  DC-3’s  over  this  particular 
route,  that  is,  the  St.  Louis  to  Memphis  route? 

MR.  FITZGERALD:  Mr.  Examiner,  I  object  to  any 
further  testimony  with  respect  to  DC-3  operation  by 
Ozark.  The  first  notice  we  had  that  they  had  any  such 
proposal  was  when  we  got  their  exhibits  Friday  after¬ 
noon.  I  did  not  even  then  recognize  that  they  were  pro¬ 
posing  DC-3  operation. 

I  feel  that  Ozark  has  waived  its  right  to  present  such 
testimony  because  of  its  failure  to  submit  evidence  or  ex¬ 
hibits  proposing  such  operation  at  a  prior  date. 

2188  EXAMINER  WISER:  Well,  your  objection  is  a 
little  untimely,  I  think,  to  a  question  on  cross  ex¬ 
amination. 

MR.  FITZGERALD:  There  wasn’t  any  direct  testi¬ 
mony  about  DC-3  operation.  He  talked  about  the  cost  of 
operating  the  DC-3  on  his  direct.  I  asked  by  whom,  and 
Mr.  Bradford  said  they  would  bring  that  out  later.  Even 
then  he  said  it  would  just  cost  so  much  to  run  a  DC-3 
operation.  It  certainly  would  cost  a  certain  amount, 
whether  done  by  Ozark  or  anybody. 

I  thought  at  the  time  when  he  first  mentioned  it  that 
he  was  referring  to  comparing  their  single-engine  opera¬ 
tion  with  the  DC-3  operation  by  somebody  else. 

I  refer  to  the  action  of  the  Examiner  in  the  Puerto  Rico 
Case,  which,  I  believe,  was  upheld  by  the  Board,  in  which 
Eastern  Air  Lines  came  in  and  proposed  to  present  a 
coach  service  application  at  the  outset  of  the  hearing; 
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not  after  the  hearing  had  been  going  on  two  weeks,  but 
at  the  outset. 

EXAMINER  WISER:  It  wasn’t  at  the  outset  of  the 
hearing.  I  know  that  you  are  wrong,  Mr.  Fitlgerald. 
They  held  many  sessions  of  that  hearing. 

MR.  FITZGERALD:  Well,  they  certainly  had  held  no 
more  in  that  session  than  in  this.  I  premised  my  remark 
on  the  facts  that  I  believe.  I  wasn’t  there.  I  understood 
it  was  refused  the  right  to  present  evidence  in  that  c$.se 
on  coach  service.  Certainly  Ozark’s  position  in  this  case 
is  virtually  identical. 

EXAMINER  WISER:  I  don’t  think  your  objection 
is  timely.  I  will  permit  Mr.  Bell  to  cross  examine  on  the 
direct. 

MR.  FITZGERALD:  I  would  like  to  know  what  part 
of  his  direct  he  is  referring  to. 

2189  MR.  BATCHELOR:  Mr.  Examiner,  I  don’t  un¬ 
derstand  that  the  failure  to  include  anything  in  an 
exhibit  precludes  a  party  from  presenting  it  on  oral  tes¬ 
timony.  As  I  understand  the  purpose  of  the  exhibits,  it 
is  merely  for  the  purpose  of  reducing  as  much  of  tpis 
information  into  writing  as  possible  or  deemed  advisable 
in  advance  of  the  hearing.  I  think  the  party  has  a  right 
to  present  testimony  on  any  matter  that  is  pertinent  in 
the  issues  involved  in  the  case  by  oral  testimony  or  other¬ 
wise  at  the  time  of  hearing. 

MR.  PEYSER:  Mr.  Examiner,  I  think  every  party  is 
required  by  the  Board  to  present  his  plan  of  operation. 
It  seems  to  me  you  might  supplement  that  plan  at  the 
hearing,  but  shouldn’t  come  in  and  have  something  En¬ 
tirely  inconsistent  with  the  original  plan.  I  had  the 
same  impression  Mr.  Fitzgerald  did.  I  did  not  know 
just  what  the  witness  was  talking  about  with  respect  to 
DC-3. 

At  the  close  of  the  hearing  Friday,  I  discussed  tfie 
point  with  counsel  and  some  others  because  I  was  uncer- 
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tain.  That  is  one  reason  I  did  not  proceed  to  cross  ex¬ 
amine  the  witness,  because  I  didn’t  know  what  was  in¬ 
tended. 

MR.  FITZGERALD:  I  don’t  know  what  Mr.  Batche¬ 
lor’s  position  is,  but  it  has  been  my  understanding  that 
when  you  come  into  the  hearing,  you  don’t  bring  in  a 
new  plan  of  operation  five  minutes  before  you  put  your 
case  on.  That  is  what  they  did.  Frankly,  I  didn’t  even 
examine  those  exhibits  they  put  out  Friday;  I  just 
glanced  at  them.  .  .  . 

EXAMINER  WISER:  Well .  . . 

MR.  FITZGERALD:  .  .  .  until  after  I  got  through, 
and  when  I  looked  at  their  exhibit  I  saw  thev  were 
2190  proposing  a  DC-3  operation.  This  is  my  first  op¬ 
portunity  to  object.  Mr.  Hamilton’s  reference  to 
DC-3  was  vague,  I  think.  He  never  said  he  planned  to 
operate  with  DC-3’s  or  something  of  the  sort. 

MR.  WENNER:  Mr.  Examiner,  just  to  clear  up  a  few 
facts  on  the  Puerto  Rican  Case,  I  believe  it  was  the.  third 
day  of  the  hearing  in  Washington — 

EXAMINER  WISER:  Which  was  a  continuation  of 
the  hearing  which  had  been  previously  held  in  Puerto 
Rico. 

MR.  WENNER:  Yes.  And  just  before  Eastern  was 
going  to  put  on  its  case;  that  was  on  a  Friday  morning. 
As  a  result  of  Mr.  Rickenbacker’s  not  being  able  to  at¬ 
tend,  his  appearance  was  postponed  until  Monday  It 
was  on  Monday  that  the  objections  were  made. 

I  think  that  as  a  matter  of  degree,  the  changes  pro¬ 
posed  by  Eastern  in  that  case  were  somewhat  more  dras¬ 
tic  than  merely  a  change  in  equipment.  It  was  a  change 
in  a  whole  type  and  manner  of  operation,  from  a  standard 
or  deluxe  operation  with  Constellations  to  a  low-cost 
operation  differing  in  type  by  reason  of  the  kind  of  serv¬ 
ice  to  be  offered  and  the  rates  to  be  charged,  as  well  as 
the  tvne  of  equipment  that  was  being  changed. 

I  offer  to  comment,  first,  it  is  a  question  of  how  much 
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surprise  there  is  to  Mr.  Fitzgerald  from  the  change  in 
type  of  equipment.  We  have  had  enough  discussion  and 
analysis  of  DC-3  operation  so  that  I  don’t  think  it  puts 
Mr.  Fitzgerald  in  the  position  of  being  unable  to  cross 
examine  with  respect  to  DC-3  equipment. 

On  the  other  hand,  there  has  been  a  tendency 
2191  throughout  this  hearing  not  to  abide  by  the  exh  ibits 
presented  in  advance,  which  distresses  me  a  bit, 
but  on  the  whole,  I  don’t  think  the  surprise  is  too  great 
so  that  Mr.  Fitzgerald  is  being  substantially  penalized 
by  being  advised  to  continue. 

MR.  BELL:  I  would  like  to  offer  one  comment,  Mr. 
Examiner.  I  am  not  offering  an  objection.  I  would  like 
to  make  this  observation  based  on  other  counsel’s  re¬ 
marks.  As  to  the  change  of  service  offered  in  the  East¬ 
ern  case,  I  disagree  with  Mr.  Public  Counsel.  I  think  it 
was  far  less  than  the  change  in  service  offered  here. 

When  you  have  an  exhibit  based  on  single-engine  equip¬ 
ment  primarily  and,  as  Mr.  Hamilton  testified,  with  a  mail 
pay  of  around  19  cents  a  mile,  and  then  suggested  ]J>C-3 
equipment  with  a  mail  pay  of  around  66  cents  a  mle,  T 
do  think  there  is  a  difference.  But  I  would  like  to  ask 
about  four  more  questions,  if  I  may,  which  I  think  will 
bring  out  maybe  some  of  the  factors  which  will  bear  on 
this  point. 

EXAMINER  WISER:  I  think  I  have  heard  enough. 

MR.  FITZGERALD:  I  would  like  to  present  this:  It 
isn’t  only  a  question  of  cross  examining.  This  case  has 
been  going  on  for  three  weeks.  Mid-Continent  has  put 
its  case  in  with  no  opportunity  to  study  Ozark’s  DC-3 
proposal. 

Their  financing  was  set  up  putting  in  a  single-engine 
operation,  completely  different,  completely  disagree  with 
Mr.  Wenner’s  suggestion  that  the  change  in  the  Puerto 
Rico  Case  was  less.  To  me,  there  is  no  comparison. 
This  is  a  complete  change.  We  had  no  opportunity.  We 
came  in  and  put  our  case  on.  Mr.  Batchelor  never  men- 
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tioned  DC-3’s  then.  Certainly  they  have  had  this  in 
mind  for  a  long  time. 

2192  Is  it  the  role  yon  can  come  in  with  a  completely 
new  proposal,  complete  change  of  plans,  and  bring 

in  yonr  evidence  the  day  that  yon  pnt  in  yonr  case  after 
most  of  the  cases  of  the  other  parties  have  been  pnt  in? 
If  that  is  the  rule  in  this  case  and  in  other  cases  before 
the  Board,  I  want  to  know  it.  That  is  the  issne  here. 

EXAMINER  WISER:  I  am  not  snre  that  that  is  the 
issne.  In  fact,  I  am  pretty  snre  that  it  isn’t  the  issne. 
I  will  let  Mr.  Bell  continue  with  his  questioning. 

MR.  FITZGERALD:  I  note  a  strenuous  objection  to 
Ozark’s  presenting  evidence  with  respect  to  DC-3  opera¬ 
tion. 

EXAMINER  WISER:  Ozark  is  not  presenting  evi¬ 
dence.  Mr.  Bell  is  cross  examining. 

MR.  FITZGERALD:  I  object  to  the  whole  line  of  tes¬ 
timony  on  behalf  of  Ozark  and  object  to  cross  examina¬ 
tion  on  it. 

EXAMINER  WISER:  It  is  too  late  to  object  to  the 
testimony  because  it  is  in. 

MR.  FITZGERALD:  In  that  case,  I  ask  Mr.  Bell 
refer  specifically  to  testimony  of  Mr.  Hamilton  when  he 
is  cross  examining  on  DC-3  operation.  I  contend  no 
clear-cut  testimony  has  been  presented  with  respect  to 
Ozark. 

EXAMINER  WISER :  Continue. 

BY  MR.  BELL: 

Q  Did  you  testify  last  Friday  that  you  intend  to  start 
service  over  the  St.  Louis  to  Memphis  segment  of  the 
Mississippi  Valley  routes  with  DC-3  equipment  initially? 

MR.  FITZGERALD:  I  object.  I  move  any  testimony 
by  Mr.  Hamilton  which  purported  to  support  Ozark’s 
DC-3  proposal  of  last — testimony  given  last  Fri- 

2193  day — be  stricken  from  the  record. 

EXAMINER  WISER:  I  deny  the  motion.  An¬ 
swer  the  question. 
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THE  WITNESS:  Mr.  Bell,  I  do  not  recall  testifying 
definitely  that  we  would  initiate  service  with  DC-3  s  on 
that  particular  route. 

BY  MR.  BELL: 

Q  I  refer  to  your  Exhibit  5- A,  Mr.  Hamilton,  and  as 
I  read  it,  you  mention  four  or  five  routes  where  you 
thought  DC-3  equipment  would  be  applicable,  one  of  them 
being  the  St.  Louis-Memphis  route,  because  there  were 
four  points  there  available  for  DC-3  service. 

Now,  my  notes  indicate  that  that  was  the  impression  I 
received,  but  could  you  explain  to  me  again  now  what 
your  testimony  on  the  St.  Louis-Memphis  segment  was 
concerning  DC-3  equipment  last  Friday? 

MR.  FITZGERALD :  I  object  at  this  time  on  the  same 
ground  and  move  that  Exhibit  5-A  be  stricken;  I  will 
move  that  it  be  stricken  at  the  time  it  is  offered. 

EXAMINER  WISER:  It  is  the  same  point.  I  don’t 
think — 

MR.  FITZGERALD:  I  want  it  clear  I  object  to  the 
exhibit,  too. 

EXAMINER  WISER :  Yes,  I  think  the  record  is  dear. 

MR.  FITZGERALD:  And  cross  examination  upon  it. 

EXAMINER  WISER :  I  overrule  the  objection  at  this 
time.  That  is  not  to  be  interpreted  as  a  final  ruling  that 
this  exhibit  is  admissible. 

Answer  the  question. 

THE  WITNESS:  Mr.  Bell,  the  testimony,  as  I  recall, 
was  to  the  effect  that  St.  Louis-Memphis  route  was 
2194  a  very  logical  route  for  DC-3  service  and  the  only 
logical  route  in  the  Mississippi  Valley  Area  (pase. 
BY  MR.  BELL: 

Q  Did  you  indicate  at  any  time  last  Friday  that  you 
intended  to  initiate  DC-3  service  over  this  route?  A 
Well,  as  to  whether  that  was  indicated,  I  couldn’t  say.  I 
testified,  as  I  said,  that  we  had  given  it  a  great  deal  of 
consideration,  and  that  we  felt  that  it  was  the  loj?ical 
route  for  DC-3  service. 
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Q  Would  you,  if  certificated,  on  the  Mississippi  Valley 
routes,  initially  inaugurate  service  with  DC-3  equipment? 
A  That  is  quite  possible. 

Q  When  was  that  decision  made,  Mr.  Hamilton?  A 
Well,  the  matter  has  been  under  consideration  for  quite 
some  time. 

Q  Can  you  point  out  anywhere  in  your  exhibits  where 
you  indicated  that  you  would  probably  initially  inaugu¬ 
rate  any  segment  with  DC-3  equipment?  A  No,  there  is 
no  such  indication  in  the  original  exhibits.  If  you  recall, 
this  case  was  only  opened  with  45  days  for  preparation 
of  exhibits,  and  lots  of  consideration  and  discussion  of 
these  matters  had  to  go  on  during  that  time. 

Q  Was  it  possible  any  time  prior  to  the  time  that  you 
took  the  stand  to  communicate  this  intention  to  the  other 
parties  in  this  proceeding?  A  Yes,  it  would  have  been 
possible. 

Q  Mr.  Hamilton,  is  it  your  impression  that  the  airport 
at  Cairo,  Illinois  is  available  for  the  DC-3  equip- 
2195  ment  at  this  time?  A  It  is  my  understanding  the 
airport  was  to  be  officially  opened  on  October  15, 
but  as  to  whether  it  was  or  not,  I  cannot  say. 

Q  Assuming  that  it  is  not  available,  Mr.  Hamilton,  of 
the  six  points  which  are  not  presently  being  served  on 
the  St.  Louis-Memphis  segment,  that  would  leave  three  of 
them  unserved  if  you  used  DC-3  equipment?  A  That  is 
correct.  However,  we  feel  that  the  airport  at  Cairo  will 
be  open  by  the  time  any  type  service  could  be  inaugurated. 

Q  Mr.  Hamilton,  has  Ozark  submitted  any  schedules 
as  to  how  it  intended  to  operate  this  St.  Louis-Memphis 
schedule?  A  Only  the  schedule  that  we  have  in  our 
exhibits. 

Q  Are  they  applicable  to  both  DC-3  and  single-engine? 
A  They  could  be  operated  by  either  type  of  equipment, 
yes. 

Q  Well,  I  recognize  that  the  cities  could  be  served  in 
that  order,  but  talking  about  the  times  that  you  list — 
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A  That  is  what  I  am  referring  to;  the  schedules  could 
be  operated  with  either  type  of  equipment. 

Q  With  two  and  three-minute  stops?  A  Yes  sir. 

Q  And  135  mile  speed?  A  Yes  sir. 

Q  Was  it  your  testimony  on  Friday,  Mr.  Hamiltjon, 
that  you  did  not  present  any  breakdown  as  to  revenues 
and  expenses  as  to  the  cost  of  operating  this  particular 
segment  with  DC-3  equipment?  A  That  is  true. 
2196  We  haven’t  broken  it  down  as  to  various  route  seg¬ 
ments. 

Q  Was  it  also  your  testimony  that  you  intended  to 
serve  the  point  of  Cape  Girardeau  through  the  Cairo  Air¬ 
port?  A  No  sir. 

Q  Do  you  intend  to  serve  the  City  of  Cape  Girar¬ 
deau?  A  It  would  definitely  be  our  intention  to  serve  it 
if  and  when  the  airport  were  in  such  condition  that  we 
could  serve  it.  But  I  would  feel  the  distance  between 
Cape  Girardeau  and  Cairo  is  too  great  for  the  air  service 
at  Cairo  to  be  of  any  advantage  to  Cape  Girardeau. 

Q  Therefore,  if  you  instituted  service  with  DC-3  equip¬ 
ment  on  the  St.  Louis  to  Memphis  segment,  Mr.  Hamilton, 
even  assuming  that  the  Cairo  Airport  is  presently  avail¬ 
able,  about  which  we  have  no  information,  you  would  still 
have  two  of  the  six  cities  presently  unserved  remaining 
unserved — Cape  Girardeau  and  Poplar  Bluff;  is  that 
correct?  A  That  is  correct. 

Q  Was  it  your  testimony  on  Friday  that  as  far  as  the 
other  three  segments  are  concerned,  you  intended  to  use 
the  Cessna  190?  A  Cessna  190  series;  either  one  190 
or  195. 

•  •  •  • 

2203  MR.  FITZGERALD:  Mr.  Examiner,  before  I 
cross  examine  Mr.  Hamilton,  I  would  like  to  knofvv 
if  you  have  finally  ruled  on  my  objection  to  their  present¬ 
ing  evidence  with  respect  to  DC-3  operation. 

EXAMINER  WISER:  I  denied  your  motion  to  go 
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back  and  strike  their  direct  evidence  that  was  presented 
last  Friday. 

MR.  WENNER:  You  mean  that  part  of  the  di- 

2204  rect  evidence  relating  to  the  DC-3! 

EXAMINER  WISER:  That  part,  yes. 

MR.  FITZGERALD:  Is  it  your  intention  to  permit 
them  to  submit  any  further  evidence  with  respect  to  DC-3 
operations? 

EXAMINER  WISER:  I  guess  I  will  have  to  rule  on 
that  when  it  comes,  Mr.  Fitzgerald.  I  don’t  know  that  I 
can  give  a  declaratory  ruling  at  this  time. 

MR.  FITZGERALD:  It  seems  to  me,  Mr.  Examiner, 
it  is  not  really  a  declaratory  question.  The  question  is 
whether  they  will  be  permitted  to  present  that  case  or  not. 

EXAMINER  WISER:  I  don’t  know  what  case  they 
are  going  to  present. 

MR.  FITZGERALD:  The  question  is  whether  they 
are  going  to  be  permitted  to  present  a  case  based  on  the 
operation  of  these  routes  with  DC-3  aircraft.  I  believe 
you  will  find  the  ruling  in  the  Puerto  Rican  Case  was  not 
directed  to  any  particular  exhibits.  It  was  directed  to 
the  whole  idea  of  presenting  a  new  case  at  a  late  point  in 
the  proceeding. 

EXAMINER  WISER:  That  was  based  on  a  motion 
made  before  the  carrier  had  presented  their  direct  case. 

MR.  FITZGERALD :  Mr.  Examiner,  I  respectfully 
submit  that  we  are  creating  a  very  unsound  precedent 
with  respect  to  the  Board’s  procedure,  the  orderly  proce¬ 
dure  in  these  cases,  when  we  permit  a  carrier  to  come  in 
here  and  hand  out  exhibits  and  put  on  a  witness  who 
makes  vague  references  to  a  different  plan  of  operation 
and  then  say  that  the  parties  have  waived  the  right  to  ob¬ 
ject.  If  that  is  the  rule,  we  are  going  to  change  our 
method  of  presenting  cases. 

EXAMINER  WISER:  Let’s— 

2205  MR.  FITZGERALD:  I  am  also  considering  at 
the  moment  taking  this  to  the  Board  at  this  time. 
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EXAMINER  WISER:  Well,  let1 ’s— 

MR.  FITZGERALD:  We  don’t  care  what  the  rules 
are,  just  so  we  know  what  they  are.  Certainly  the  mles 
in  this  case  have  been  changed  right  here.  Nobody  else 
has  been  permitted  to  do  this.  It  has  been  pretty  obvious 
that  we  have  been  expected  to  get  our  exhibits  in  the 
moment  we  could. 

I  just  want  to  say  that  we  consider  it  a  complete 
change  in  rules  of  this  case  and  consider  it  a  very  Se¬ 
rious  matter  in  the  conduct  of  Board  proceedings. 

EXAMINER  WISER:  You  are  bringing  up  some¬ 
thing  in  the  course  of  the  cross  examination.  I  don’t  see 
the  analogy. 

MR.  FITZGERALD:  I  want  a  ruling;  if  you  rule  hll 
is  in  here,  I  suppose  I  will  have  to  cross  examine  on  it. 

MR.  WENNER :  To  keep  the  record  clear  in  the  Puerto 
Rican  Case,  Eastern  introduced  that  exhibit  either  the 
night  before  or  the  morning  that  Captain  Rickenbacker 
was  going  to  testify,  in  the  middle  of  the  hearing. 

EXAMINER  WISER:  But  he  never  testified.  There 
was  a  motion  and  they  got  action  on  the  motion  before 
he  testified. 

MR.  WENNER:  Yes,  he  didn’t  testify  with  respect  to 
those  items.  He  didn’t  testify  because  he  had  to  leave 
town.  But  Eastern’s  witness,  under  the  Board’s  ruling 
did  not  testify  with  respect  to  coach  service. 

MR.  BELL :  In  that  case  the  opposing  parties  at  least 
had  a  little  time  before  any  witness  went  on  the  stand  to 
look  at  the  exhibit;  is  that  correct? 

MR.  WENNER :  Only  because  immediately  after 
2206  the  objection  was  made  in  the  morning,  the  hear¬ 
ing  was  adjourned. 

MR.  FITZGERALD:  Is  it  your  position  we  had  tin^e 
to  examine  their  exhibit  Friday  afternoon  when  they 
handed  them  to  us  the  minute  the  witness  got  on  tie 
stand? 
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MR.  WENNER:  No,  but  I  would  say  you  had  time 
over  the  weekend. 

MR.  FITZGERALD :  But  the  first  opportunity  we 
have  had  to  object  is  here  this  morning. 

MR.  WENNER:  I  don’t  argue  against  your  right  to 
object  this  morning,  but  the  time  period  was  the  same  in 
both  cases. 

MR.  FITZGERALD:  In  the  other  case,  Eastern’s  mo¬ 
tion  was  denied. 

EXAMINER  WISER:  Let’s  discuss  this  case. 

MR.  FITZGERALD:  In  this  case,  Mr.  Examiner,  I 
just  honestly  state  I  didn’t  know  what  they  were  pro¬ 
posing  until  after  I  got  home  Friday  night  and  looked 
at  their  exhibits.  If  you  remember,  in  Mr.  Hamilton’s 
testimony,  I  think  reference  to  DC-3  operation  by  Ozark 
was  very  vague.  He  just  talked  about  DC-3  operations. 
I  thought  at  the  time  they  were  discussing  it  generally. 
Maybe  I  was  a  little  dense,  but  I  feel  we  had  no  notice. 

The  rules  say  you  are  supposed  to  present  your  evi¬ 
dence  months  in  advance  as  we  did.  They  didn’t  even 
present  it  five  minutes  in  advance. 

EXAMINER  WISER:  Weren’t  these  exhibits  distrib¬ 
uted  among  the  parties  in  advance? 

MR.  FITZGERALD:  They  were  presented  the  mo¬ 
ment  Mr.  Hamilton  got  on  the  stand. 

EXAMINER  WISER :  That  is  right. 

2207  MR.  BATCHELOR:  They  were  presented  when 
we  marked  our  exhibits  for  identification,  but  if  you 
recall  the  way  this  matter  first  came  up,  it  was  in  re¬ 
sponse  to  my  question  of  Mr.  Hamilton  as  to  whether  any 
alternative  methods  had  been  considered  in  arriving  at 
the  conclusion  that  the  single-engine  operation  was  the 
one  which  would  be  proposed. 

That  is  the  manner  in  which  the  DC-3  operation  came 
up.  It  was  not  submitted  as  a  specific  proposal.  It  was 
submitted  only  for  the  purpose  of  showing  that  it  is  an 
alternative.  Also  for  the  purpose  of  showing  that  all  of 
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the  alternatives  were  completely  weighed  by  the  parties 
before  any  decision  was  made  on  the  plan  of  operation 
which  would  be  presented  at  this  hearing. 

Now,  the  parties  have  seen  fit  to  go  into  the  matter  on 
cross  examination.  I  think  it  is  perfectly  proper  under 
all  rules  of  legal  procedure.  It  is  not  a  departure  from 
any  previous  precedent  of  the  Board  with  which  I  am 
familiar. 

MR.  FITZGERALD:  Mr.  Examiner,  you  will  remem¬ 
ber  it  went  in  on  cross  examination  over  my  objection. 

MR.  PEYSER:  And  Braniff  declined  to  cross  examine 
at  that  time  for  that  particular  reason,  you  will  remem¬ 
ber,  Mr.  Examiner. 

EXAMINER  WISER:  I  don’t  remember  the  exact 
reason  that  they  declined  to  cross  examine.  I  didn’t!  re¬ 
member  they  declined.  I  recall  they  asked  to  be  permitted 
to  defer  cross  examination. 

MR.  FITZGERALD :  You  have  a  specific  precedent  in 
the  Puerto  Rican  Case.  Even  if  you  didn’t  have,  it  would 
be  a  flagrant  violation  of  the  rules  of  practice  to 
2208  permit  a  carrier  to  come  in  and  do  this  at  the  last 
minute. 

The  way  this  was  brought  up  by  Mr.  Batchelor  was: 
“Have  you  considered  the  question  of  a  DC-3  operation?” 
That  doesn’t  indicate  that  they  are  proposing  it.  It 
seemed  to  indicate  that  they  had  considered  it  and  nad 
rejected  it. 

I  really  contend,  Mr.  Examiner,  that  Ozark  counsel  is 
guilty  of  flagrant  violation  of  rules  of  practice.  He  knew 
they  were  going  to  put  this  case  in.  It  is  obvious;)  he 
brought  it  in  this  way:  Just  before  Mr.  Hamilton  went 
on  the  stand;  and  brought  in  Mr.  Hamilton’s  testimony 
by  the  back  door,  so  he  thought  he  could  slip  it  over  on 
us  and  get  some  testimony  in  the  record  on  it. 

I  have  a  new  objection  to  this  presentation  of  evidence. 
Ozark  is  free  to  talk  all  it  wants  to  about  the  general 
proposition  that  a  DC-3  operation  is  or  is  not  desirable, 
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but  I  do  object  to  their  proposing  an  operation  with  that 
type  of  aircraft. 

MR.  BELL:  I  think  one  very  important  point,  Mr. 
Examiner,  is  this:  As  I  understood  it  in  some  of  the 
testimony  which  was  given  Friday,  there  were  certain 
segments  over  which  Ozark  intended  to  initially  or  at 
least  almost  initially  institute  DC-3  service;  the  rest  of 
the  routes  they  intended  to  institute  single-engine  service. 

Now,  it  is  that  particular  factor  which  bothers  me. 
If  Ozark  had  said,  as  Central  said,  that  if  and  when  these 
airports  are  ready,  and  if  and  when  the  routes  are  good, 
we  will  put  in  DC-3’s,  but  didn’t  base  its  case  on  that 
and  didn’t  submit  cost  estimates  on  DC-3’s  as  they  did 
at  the  time  Mr.  Hamilton  went  on  the  stand,  I 
2209  think  the  situation  would  be  very  much  different. 

MR.  BATCHELOR:  I  believe  if  counsel  reads 
the  testimony  of  Friday,  he  will  find  that  Mr.  Hamilton’s 
testimony  went  only  to  the  question  that  there  were  cer¬ 
tain  routes  which  could  be  served.  I  don’t  think  his  testi¬ 
mony  revealed  any  declaration  of  intention  to  serve  them 
as  such  with  DC-3’s,  and  the  wording  of  Exhibit  5-A 
indicates  that  is  the  purpose.  It  says  “points  that  can 
he  served  -with  present  airports.” 

MR.  BELL:  I  would  like  to  find  out.  I  asked  Mr. 
Hamilton  a  question  on  that  this  morning.  As  I  under¬ 
stood  his  answer,  he  said  on  that  particular  route  it  was 
his  impression  that  he  was  going  to  institute  DC-3  service 
between  St.  Louis  and  Memphis.  Did  anyone  else  under¬ 
stand  Mr.  Hamilton  to  make  the  same  statement? 

MR.  WENNER:  Yes.  If  Mr.  Batchelor’s  submission 
of  this  is  merely  to  show  something  that  was  considered 
and  rejected,  can  we  go  ahead  with  that  understanding, 
that  this  is  not  a  proposal? 

MR.  FTTZGERALD:  Mr.  Examiner,  I  am  more  con¬ 
fused  than  before.  I  would  like  to  know  what  their  posi¬ 
tion  is.  Do  they  or  do  they  not  propose — do  they  want 
to  propose  in  this  case  initial  operation  with  DC-3  air¬ 
craft? 
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EXAMINEE  WISEE:  What  is  the  position,  Mr.  Bat¬ 
chelor? 

ME.  BATCHELOE:  As  I  understand  the  provisions 
of  C.  A.  A.,  any  carrier  that  is  certificated  cannot  be 
restricted  to  any  particular  type  of  equipment. 

EXAMINEE  WISEE :  That  is  true. 

ME.  BATCHELOE:  Now,  this  matter  was  considered 
in  connection  with  consideration  of  the  Cessna  190 
2210  and  Cessna  195.  There  has  been  a  constant  state 


of  fluidity  in  connection  with  this  whole  area.  You 
have  had  airports  that  are  coming  in,  not  been  previously 
suitable  for  DC-3  operation.  Since  this  proceeding  be¬ 
gan,  we  have  had  a  re-appraisal  of  the  single-engine  land¬ 
ing  and  take-off  requirements  for  the  aircraft  which  have 
been  under  consideration  in  the  same  single-engine  propo¬ 
sal.  These  matters  necessarily  have  been  weighed  by 
these  people. 

If  Ozark  were  certificated,  why  I  would  see  no  reason 
why  after  the  certificate  is  issued,  if  DC-3  operation  was 
feasible  on  one  or  more  of  these  routes,  that  it  should  not 
be  put  in,  and  I  would  not  understand  the  Board  as  think¬ 
ing  that  they  should  do  otherwise. 

ME.  BELL:  Although  it  is  perfectly  true  thatl  the 
Board  cannot  require  the  type  of  equipment  to  be  used 
when  it  certificates  a  carrier,  it  is  perfectly  true,  as  stated 
many  times,  that  it  will  consider  the  type  of  equipment 
which  the  carrier  will  use  in  selecting  the  carrier  for  the 
route  to  be  served. 

EXAMINER  WISEE :  That  is  true. 

ME.  BATCHELOR:  If  the  parties  want  to  consider 
this  as  a  specific  proposal,  we  will  be  glad  to  make  it  on 
that  basis.  We  think  it  is  admissible,  that  it  confirms 
with  previous  precedents  of  the  Board.  Testimony  of 
most  of  the  applicants  in  this  case  has  been  concerned 
primarily  with  DC-3  operation.  The  cost  of  such  opera¬ 
tion  is  not  a  surprise  to  anybody  in  the  proceeding. 
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Further  than  that,  there  was  no  specific  breakdown  of 
costs  submitted  because  the  costs  were  arrived  at 

2211  based  on  the  average  operating  experience  of  the 
carriers  to  which  they  have  had  full  and  complete 

access  of  their  operational  and  traffic  data. 

MR.  FITZGERALD :  Mr.  Examiner,  that  is  no  answer. 

EXAMINER  WISER:  How  are  you  hurt,  Mr.  Fitz¬ 
gerald? 

MR.  FITZGERALD:  We  have  put  our  case  in. 

EXAMINER  WISER:  You  mean  your  case  would  be 
different? 

MR.  FITZGERALD:  It  might  very  well  be.  I  haven’t 
had  time  to  study  this.  My  people  haven’t  had  time  to 
study  it. 

MR.  BATCHELOR:  If  Mr.  Fitzgerald  wants  to  plead 
surprise,  certainly  the  Examiner  would  be  able  to  take 
care  of  that  in  an  appropriate  ruling  as  to  permitting 
him  to  put  on  further  testimony,  but  I  should  see  no 
reason  why  the  Board  would  want  to  tie  a  party  down  in 
the  interest  of  the  amount  of  mail  pay  or  other  things 
which  may  be  involved  as  far  as  the  Government  is  con¬ 
cerned  in  a  matter  of  this  kind,  particularly  in  view  of  the 
fact  that  it  is  a  type  of  equipment  which  has  been  under 
consideration  from  the  very  beginning  of  this  proceeding. 

MR.  FITZGERALD:  Mr.  Examiner,  we  are  clear  off 
the  subject.  The  question  is  whether  we  are  going  to 
comply  with  the  Board’s  rules  of  practice  or  not.  I  have 
a  right  to  plead  surprise  because  I  am  completely  sur¬ 
prised  by  this  maneuver.  The  thing  is  that  it  is  so  com¬ 
pletely  flagrant.  They  didn’t  bring  a  thing  in  until  they 
put  their  case  in.  That  is  a  deliberate  violation  of  the 
Board’s  rule,  I  contend. 

If  that  is  the  rule,  you  are  just  going  to  break  down 
the  whole  system  of  presenting  evidence  in  advance  in 
these  cases. 

2212  MR.  BATCHELOR:  As  I  understand  the  rules 
of  the  Board,  the  party  has  right  to  submit  all  of 


his  case  by  oral  testimony  during  the  hearing  if  he 
deems  it  advisable.  The  purpose  of  preparing  these  ex¬ 
hibits,  under  the  rules  of  the  Board,  is  to  reduce  as  much 
of  this  material  to  writing  as  possible  in  advance  of  the 
hearing  and  thereby  shorten  the  time  required  for  the 
hearing. 

I  don’t  understand  that  we  have  violated  any  of  the 
rules  of  the  Board,  and  insofar  as  I  know,  we  have  Com¬ 
plied  with  them  in  all  respects. 

MR.  FITZGERALD:  Mr.  Examiner,  Mr.  Batchelor’s 
understanding  is  in  complete  disagreement  with  the  rtiles 
in  the  Puerto  Rican  Case. 

EXAMINER  WISER:  My  ruling  in  this  case  is  that 
the  matter  should  be  reduced  to  exhibit  form  insofar  as 
practical. 

MR.  BATCHELOR:  We  believe  we  have  complied 
with  that  ruling. 

MR.  FITZGERALD:  And  submitted  in  advance! 

MR.  WENNER :  I  believe  the  rules  of  practice  proride 
that  where  required  in  advance,  the  Examiner  has  the 
privilege  of  holding  off  the  hearing  until  the  party  com¬ 
plies. 

EXAMINER  WISER:  Oh,  yes,  we  could  do  that 

MR.  FITZGERALD :  The  thing  is  this,  Mr.  Examiner : 
It  would  be  a  perfectly  good  thing  to  do  if  there  weife  a 
reason  for  it,  but  there  is  obviously  no  good  reason  why 
they  didn’t  bring  these  exhibits  in  ahead  of  time — just 
two  pages — and  a  whole  proposal  that  changes  their 
financial  estimates  and  everything  else,  changes  the  whole 
nature  of  their  proposal. 

2213  EXAMINER  WISER:  I  don’t  think  you  are 
hurt,  Mr.  Fitzgerald. 

MR.  FITZGERALD:  Well,  I  do.  The  parties  should 
not  be  put  under  this  burden.  We  had  to  put  in  all  our 
case,  except  for  rebuttal  material,  at  the  time  we  had  our 
people  here.  So  far,  we  don’t  have  to  bring  them  back. 
There  is  no  justification  for  putting  us  to  that  expense. 
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I  don’t  see  any  way  how  you  can  explain  Mr.  Batche¬ 
lor’s  position  in  this  case  by  any  other  conclusion  than  he 
was  trying  to  pull  a  fast  one  on  the  rest  of  us. 

EXAMINER  WISER:  I  hope  he  wasn’t. 

MR.  BATCHELOR :  That  can  be  explained  by  the  fact 
that  it  was  not  possible  to  completely  reduce  these  esti¬ 
mates  to  writing  and  submit  them  within  the  time  set  for 
filing  the  exhibits.  If  you  will  recall,  I  insisted  at  the 
pre-hearing  conference  that  additional  time  be  given.  We 
made  every  reasonable  effort  to  comply  with  the  ruling 
of  the  Examiner. 

MR.  FITZGERALD:  There  wasn’t  even  any  notice 
given,  Mr.  Examiner,  let  alone  exhibits.  There  wasn’t 
any  notice  given.  The  case  has  been  going  on  for  almost 
three  weeks. 

EXAMINER  WISER:  Would  you  like  time  to  study 
these  two  exhibits? 

MR.  FITZGERALD:  No  sir,  it  wouldn’t  do  me  any 
good  to  study  them  by  myself.  It  is  not  that.  It  is  the 
question  of  having  an  orderly  procedure.  Are  you  going 
to  let  them  bring  in  these  things?  We  can  bring  our 
witnesses  back  here  and  do  all  these  things,  if  it  is  neces¬ 
sary.  We  can  send  these  things  out  to  Kansas  City  and 
let  them  study  them  and  the  thing  can  go  so  for- 
2214  ever.  But  that  could  be  done  in  any  case.  Any¬ 
body  can  bring  in  their  exhibits  the  last  minute  like 
this  and  you  can  have  your  hearing  go  on  forever. 

EXAMINER  WISER:  I  think  I  have  heard  enough. 
I  continue  and  reaffirm  the  ruling  that  I  have  previously 
made. 

Are  you  ready  to  cross  examine? 

MR.  FITZGERALD :  Yes  sir. 

MR.  BELL:  That  is  a  final  ruling,  Mr.  Examiner? 

EXAMINER  WISER:  What  do  you  mean? 

MR.  BELL:  I  think  Mr.  Fitzgerald  indicated  before 
at  the  time  the  exhibits  were  going  to  be  introduced  that 
he  intended  to  object  again. 
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EXAMINER  WISER:  These  exhibits  aren’t  in  evi¬ 
dence  if  that  is  what  you  mean. 

MR.  BELL :  That  is  right. 

MR.  FITZGERALD:  I  give  parties  notice  that  I  will 
probably  file  in  the  next  day  or  two  a  motion  to  the  Board 
to  clarify  this  thing. 

EXAMINER  WISER:  Will  you  file  that  as  soon  as 
possible,  Mr.  Fitzgerald,  so  that  we  can  obtain  a  ruling? 

MR.  FITZGERALD :  Yes  sir. 


Cross  Examination 


BY  MR.  FITZGERALD : 


2223  Q  You  testified  on  direct  that  it  would  cost  89 
cents  a  mile  to  operate  a  DC-3  over  these  rouies. 
Is  that  figure  shown  in  your  exhibits?  A  Yes  sir,  that 
is  shown  in  Exhibit  8-B. 

Q  That  is  for  the  entire  system,  assuming  you  oper¬ 
ated  DC-3’s  on  all  routes  awarded  Parks,  is  it  not?  A 
That,  as  I  stated,  was  made  from  figures,  was  arrived  at 
from  the  average  of  the  other  carriers.  That  naturally 
would  be  effected  to  a  degree  each  way  by  the  number  of 
miles  operated.  That  was  an  average  figure  from  the 
nresent  feeder  carriers. 


2232  Q  Is  my  understanding  correct  that  these  sched¬ 
ules  in  Exhibit  No.  6  apply  to  DC-3  as  well  as 
Cessna  aircraft?  A  These  are  suggestive  schedules  to 
outline  a  route  of  operation.  Some  of  these  schedules 
are  shown  in  towns  where  DC-3  aircraft  operate.  In 
some  cases — four,  I  think,  to  be  exact — no  aircraft  coxild 
be  certificated  into — 

Q  I  understand  that.  A  As  far  as  the  running  tinke, 
and  block  to  block  time,  elapsed  time,  these  schedules 
could  be  operated  by  DC-3’s. 
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Q  Are  these  your  suggested  schedules  for  DC-3  oper¬ 
ation?  A  I  would  say  they  would  be  suggested  sched¬ 
ules  for  any  aircraft  that  propose  to  operate,  subject  to 
change  due  to  local  conditions,  at  the  time  the  operation 
was  to  be  inaugurated. 

•  •  •  • 

2236  EXAMINEE  WISER:  Parks.  Southern  Bus. 
Any  further  questions? 

MR.  PEYSER:  Mr.  Examiner,  I  understood  Mr.  Bat¬ 
chelor  to  say  during  the  discussion  that  Ozark  was  not 
making  a  specific  proposal  to  use  DC-3  aircraft, 

2237  and  if  that  is  correct  and  Mr.  Batchelor  will  con¬ 
firm  that  on  the  record,  then  Braniff  will  have  no 

cross  examination  of  this  witness. 

Is  that  right,  Mr.  Batchelor? 

MR.  BATCHELOR:  No,  I  think  you  misunderstood. 
MR.  PEYSER:  What  did  you  say? 

MR.  BATCHELOR:  WThat  I  thought  I  said,  or  what 
I  intended  to  say  was  this  was  offered  as  an  alternative 
proposal. 

MR.  PEYSER:  It  is  offered  as  a  proposal  in  the  pro¬ 
ceeding? 

MR.  BATCHELOR:  Yes  sir,  one  which  will  be  consid¬ 
ered  in  arriving  at  the  decision  on  the  single-engine 
aircraft. 

MR.  PEYSER :  Mr.  Examiner,  in  view  of  the  proposal 
of  Mid-Continent  to  file  a  motion  with  respect  to  the  avail¬ 
ability  of  such  a  proposal  in  this  proceeding,  Braniff 
does  not  wish  to  cross  examine  concerning  that  proposal. 
We  have  no  cross  examination. 

EXAMINER  WISER:  Mid-Continent  hasn’t  commit¬ 
ted  themselves  so  far  as  I  know  to  file  a  motion. 

MR.  PEYSER:  We  will  have  no  cross  examination. 
EXAMINER  WISER:  You  will  have  no  cross  exami¬ 
nation  in  any  event? 

MR.  PEYSER :  That  is  right. 
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EXAMINER  WISER:  United? 

(No  response) 

EXAMINER  WISER:  Any  further  questions?  The 
City  of  Danville. 

Cross  Examination 
BY  MR.  GRAHAM: 

Q  Mr.  Hamilton,  in  setting  up  your  Exhibit  No. 
2238  6,  was  that  based  on  the  operation  of  a  single- 
engine  or  DC-3?  A  These  schedules  were  built 
up  on  the  basis  of  a  single-engine  feeder  operation  be¬ 
cause  the  rest  of  the  routes,  they  are  all  built  up  uni¬ 
formly,  they  are  all  at  the  same  time  and  at  the  same 
block  to  block  speed. 

Q  In  other  words,  you  can’t  determine  anything  from 
the  schedules  as  to  what  the  schedules  would  be  if  you 
did  use  a  DC-3,  is  that  correct?  A  These  schedules 
could  be  well  operated  with  the  DC-3  as  they  are  pres¬ 
ently  set.  However,  as  I  stated,  you  have  an  advantage 
with  the  DC-3  in  that  you  can  do  night  and  instrument 
operation,  and  with  that  type  aircraft  or  any  multi-en¬ 
gined  aircraft  you  can  set  schedules  later  in  the  evening 
over  these  routes  and  also  earlier  in  the  morning,  giving 
a  greater  speed. 

Q  Take,  for  instance,  you  page  3  of  Exhibit  6;  that  is 
Route  No.  7.  Now,  you  provide  15  minutes  between  your 
arrival  time  at  Champaign,  Illinois  and  the  time  you  ac¬ 
tually  leave  Danville,  Illinois.  That  is  a  35-mile  jaunt 
between  those  spots,  and  by  the  time  a  DC-3  got  airborne 
and  on  its  way,  and  down  and  took  on  passengers  in  Dan¬ 
ville  and  left  Danville,  do  yon  think  that  would  be  pos¬ 
sible  in  15  minutes?  A  I  will  have  to  check  a  minute. 
Yes  sir,  that  gives  a  speed  of  125  miles  an  hour  plus 
three  minutes  stopping  time. 

Q  And  that  15  minutes  elapsed  time  between  leaving 
Danville  and  arrival  at  Champaign  westbound  is  true,  too, 
isn’t  it,  the  way  vour  schedules  are  set  up?  A  Yes 
sir. 


2250  Q  On  Exhibit  9,  page  2,  you  are  listed  as  hav¬ 
ing  subscribed  to  50,000  shares  of  stock,  at  a  par 
value  of  one  dollar.  Are  you  financially  able  to 

2251  take  up  this  stock  subscription  if  you  were  called 
upon?  A  Yes  sir. 

Q  If  it  weren’t  for  the  cost  of  the  DC-3  operation, 
would  you  say  that  that  operation  would  be  a  better 
operation  than  the  single-engine  plane?  A  You  would 
necessarily  have  to  take  into  consideration  the  airports 
on  the  route. 

Q  That  is  another  factor?  A  That  is  a  factor  be¬ 
cause  there  are  only  a  few  points  that  a  DC-3  can  serve 
now. 

Q  One  step  further:  If  the  airports  were  adequate, 
aside  from  the  factor  of  cost,  would  you  say  that  the 
DC-3  would  provide  a  better  operation?  A  Yes  sir,  it 
would. 

•  •  •  • 

2254  Q  Mr.  Hamilton,  refer  to  page  2  of  Exhibit  9. 
You  testified  that  you  were  financially  able  to  go 

through  with  your  subscription  for  50,000  shares  of  addi¬ 
tional  stock.  Can  you  state  for  the  record  just 

2255  what  form  those  funds  are  in  that  you  would  use 
to  purchase  this  stock?  A  Exhibit  9  is  sponsored 

by  Mr.  Mattingly  and  after  he  has  handled  Exhibit  9 — 
MR.  BATCHELOR:  Excuse  me. 

EXAMINER  WISER :  Off  the  record. 

(Discussion  off  the  record.) 

THE  WITNESS:  I  started  to  say  this  exhibit  is  han¬ 
dled  by  Mr.  Mattingly,  but  in  my  particular  case  I  would 
offer  in  evidence  a  cashier’s  check  in  the  amount  of 
$50,000,  made  payable  to  me  for  the  purchase  of  this 
stock,  which  will  be  used  for  the  purchase  of  this  stock  in 
the  event  we  are  certificated. 
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BY  MR.  FITZGERALD : 

Q  What  is  the  source  of  those  funds,  Mr.  Hamilton? 
A  The  source  of  the  funds? 

Q  Yes.  Did  you  borrow  the  money?  A  No  siiL 
Q  That  is  money  you  have  earned  over  the  years;  is 
that  the  idea?  A  Yes  sir,  that  is  part  of  it. 

MR.  WENNER:  I  take  it  you  don’t  want  to  leave  that 
check  in  the  record. 

EXAMINER  WISER :  The  record  will  note  that  it  is 
returned  to  Mr.  Batchelor. 

•  •  •  • 

2264  J.  B.  Carl 

was  called  as  a  witness  on  behalf  of  Ozark  Air 
Lines,  and  having  been  duly  sworn,  was  examined  and 
testified  as  follows: 

Direct  Examination 

BY  MR.  BATCHELOR: 

Q  Please  state  your  name.  A  J.  B.  Carl. 

Q  What  position  do  you  hold  with  Ozark  Air 

2265  Lines?  A  Vice  president. 

Q  How  long  have  you  held  that  position?  A 
About  six  months. 

Q  Mr.  Carl,  are  you  sponsoring  Exhibits  3,  8,  8- A, 
8-B,  8-C,  10  and  11?  A  lam. 

Q  Were  those  exhibits  prepared  by  you  or  under  your 
direction  and  supervision?  A  They  were. 

Q  Are  they  true  and  correct  to  the  best  of  your  in¬ 
formation  and  belief?  A  They  are. 

Q  Please  state  what  experience  you  have  had  in  the 
transportation  business.  A  My  experience  in  the  trans¬ 
portation  business  began  with  the  operation  of  Intrastate 
Air  Line  in  Missouri  in  1945.  I 
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2266  THE  WITNESS :  In  November  of  1944, 1  moved 
to  Missouri  and  in  December  we  decided  to  start  an 

intrastate  air  line  to  get  experience  and  determine  whether 
there  was  really  a  need  for  air  transportation  service  and 
to  learn  how  to  operate  it. 

We  realized  that  the  feeder  air  line  would  be  different 
from  the  air  line  transport  as  conceived  by  the  major 
operators,  and  we  wanted  to  find  the  answers.  So  in 
December,  I  began  assembling  equipment,  setting  up  of¬ 
fices  and  making  plans,  and  by  about  the  20th  of  January, 
I  believe  it  was,  I  don’t  remember  the  exact  date  we  inau¬ 
gurated  our  first  flight. 

We  operated  from  Springfield  to  St.  Louis,  from  St. 
Louis  to  Kansas  City,  in  a  triangle  operation  with  one 
round-trip  daily  in  each  direction.  We  saw  that  it  would 
be  necessary  to  put  on  two  round-trips  and  we  started 
two  round-trips  daily  over  this  operation. 

BY  MR.  BATCHELOR : 

Q  How  long  did  that  operation  continue?  A  We 
operated  that  from  about  the  20th  of  January  until,  .1 
believe,  November — just  at  the  time  of  the  hearing  in  New 
Orleans,  we  had  our  last  flight  in  time  to  go  to  the 

2267  hearing  in  New  Orleans  in  1945. 

Q  Have  you  had  any  other  experience  in  air 
transportation?  A  Not  in  air  transportation,  other  than 
as  an  operator  of  a  fixed  base  operation  with  training 
school  and — well,  a  considerable  training  school. 

Q  How  long  have  you  been  engaged  in  the  fixed  base 
operation?  A  I  moved  back  to  Alabama  in  December 
of  1945  and  took  charge  of  that  operation  there. 

Q  Is  that  Dixie  Air,  Inc.,  which  is  still  in  operation? 
A  It  is. 

•  *  •  • 

2271  Q  Mr.  Carl,  why  did  you  choose  the  Cessna  190 
series  aircraft  in  preference  to  the  other  aircraft 
which  might  be  used  in  this  operation?  A  We  felt  that 
a  single-engine  aircaft  should  be  as  near  like  an  air  car- 
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rier,  a  multi-engine,  as  possible,  and  in  the  Cessna  190 
series,  starting  from  the  front,  the  first  thing  we 
2272  have  is  the  Hamilton-Constance  “B”  propeller, 
which  is  probably  the  most  reliable  propellor  every 

built. 


2277  BY  MR.  BATCHELOR : 

Q  Did  you  make  any  determination  of  the  suit¬ 
ability  of  the  Cessna  190  series  for  take-offs  and  landings 
on  the  airports  which  are  included  in  the  Mississippi 
Valley,  Great  Lakes  and  North  Central  areas?  A  Y^s. 
Mr.  Hamilton  made  a  detailed  study  of  the  airport  speci¬ 
fications  and  the  suitability  of  Cessna  for  this  type  of 
operation. 

2278  Q  As  a  result,  did  you  make  a  determination 
that  the  Cessna  190  series  was  more  suitable  fpr 

operation  into  and  out  of  the  airports  in  these  areas 
than  the  other  aircraft  you  considered?  A  Yes,  we  di^l. 


Cross  Examination 
BY  MR.  PEYSER: 

Q  Mr.  Carl,  I  am  looking  at  your  Exhibit  8-B,  with 
respect  of  capital  requirements,  and  also  at  your  Ex¬ 
hibit  8-A,  page  13.  Is  your  Exhibit  8-B  presented  in 
substitution  of  your  showing  of  capital  requirements  in 
Exhibit  8-A,  page  13?  A  No.  This  is  an  alternate  pro¬ 
posal,  to  show  that  the  routes  can  be  put  in  operation; 
and  if  they  can  be  put  into  operation,  what  it  would  cost 
to  do  it  with  DC-3’s,  as  we  see  it. 

Q  Then  your  Exhibit  8-B  is  not  with  respect 
2279  to  any  specific  proposal  at  this  time?  A  W|e 
don’t  know  what  the  C.  A.  B.  will  require.  We  aije 
ready,  willing  and  able  to  put  into  operation  any  type 
of  airplane  or  combination  of  types  that  they  find  is  best 
suited  to  serve  the  area. 
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Q  When  the  C.  A.  B.  comes  to  consider  this  applica¬ 
tion,  which  figure  should  they  consider  as  to  your  capital 
requirements,  the  figure  in  8-B  or  the  six  hundred  thou¬ 
sand  dollar  figure  in  8-A?  A  If  we  should  activate  the 
routes  with  single-engine  Cessnas,  we  figure  on  8-A  to 
be  the  correct  figure.  If  we  should  activate  some  routes 
for  Cessnas  and  some  with  DC-3’s,  there  would,  of  course, 
be  an  adjustment. 

Q  Do  you  have  in  your  exhibit  any  special  figure  as 
to  what  that  amount  would  be  if  you  used  both  Cessnas 
and  DC-3’s?  A  We  do  not  have,  because  we  don’t 
know  at  this  time  just  what  routes  would  be  possible  to 
serve  with  DC-3’s.  It  is  possible  that  other  cities  would 
develop  airports  that  would  enable  us  to  render  service 
with  the  DC-3. 

Q  Would  you  say  that  your  Exhibit  8-B  is  a  hypo¬ 
thetical  or  conditional  proposal  at  this  time?  A  We 
have  taken  an  operating  cost,  an  average  of  six  feeders, 
which  we  believe  that  we  would  be  able  to  achieve;  we 
continue  to  think — 

Q  That  is  not  an  answer  to  the  question. 

THE  WITNESS:  Will  you  read  the  question? 

(Question  read.) 

MR.  BATCHELOR:  May  I  inquire  of  the  witness  if 
he  understands  what  Mr.  Peyser  means  by  that  ques¬ 
tion? 

2280  EXAMINER  WISER:  I  think  he  knows 
whether  he  understands  it  or  not.  If  he  doesn’t 
he  can  always  so  state. 

THE  WITNESS:  This  Exhibit  8-B  is  based  on  the 
cost  of  operating  all  of  the  routes  in  the  Mississippi 
Valley,  the  Great  Lakes  and  the  North  Central  area  with 
DC-3  equipment.  Manifestly,  from  the  airport  informa¬ 
tion  that  we  have,  it  would  be  impossible  to  activate  all 
of  those  routes  with  DC-3’s.  But  based  on  a  mileage 
cost,  I  believe  that  we  could  adjust  our  cost  on  the 
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DC-3  and  the  Cessna  195  to  where  it  would  be  some¬ 
where  between  the  figure  of  $600,000  and  $1,000,000. 

MR.  PEYSER:  Now,  may  I  have  an  answer  to  the 
question,  Mr.  Examiner? 

EXAMINER  WISER :  Read  it. 

(Question  read) 

THE  WITNESS:  Yes,  I  would  think  it  was  a  hypo¬ 
thetical  proposal — 

EXAMINER  WISER:  Had  you  completed  your  an¬ 
swer? 

THE  WITNESS:  But  I  think  it  is  entirely  practicajl. 

•  •  •  • 

2282  Q  Mr.  Carl,  on  your  Exhibit  8-B,  you  shoV 
total  mail  pay  of  63  cents  per  mile,  and  on  page  12 
of  Exhibit  8-A,  you  show  19  cents  per  mile. 

Which  figure  do  you  wish  the  Board  to  take  into  con¬ 
sideration  in  connection  with  your  application?  A 
These  figures  relate  to  two  different  types  of  opera¬ 
tion;  whichever  we  find  that  it  is  necessary  to  use,  that 
would  be  the  one  that  would  apply.  If  we  use  single¬ 
engine  aircraft  throughout  the  entire  system,  the  figure 
of  19.13  cents  would  apply. 


2307  Q  I  understand  your  plan  is  to  have  a  vice 
president  of  operations.  Do  you  call  him  the  su¬ 
perintendent  of  maintenance?  Let  me  ask  you  anothejr 
question:  Who  will  be  the  man  who  serves  the  function 
that  is  normally  handled  by  the  vice  president  of  oper¬ 
ations  of  an  air  line?  A  Mr.  Hamilton  and  I  botfy 
will  be  very  close  to  the  operation.  We  will  have  an 
operations  manager  and  chief  pilot,  Mr.  Walter  Brownell. 

Q  The  chief  pilot?  A  Mr.  Hamilton  will  be  thi 
head  of  the  whole  operation. 

Q  Who  will  be  the  head  of  the  maintenance  departr 
ment?  A  Possibly  Philip  Macv. 
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Q  What  would  his  title  be,  superintendent  of  main¬ 
tenance?  A  Superintendent  of  maintenance. 

2308  Q  To  whom  will  he  report?  A  Probably  to 
Mr.  Hamilton. 

Q  Then,  do  I  understand  Mr.  Hamilton  will  really 
handle  the  function  normally  handled  by  vice  president 
of  operations  and  vice  president  of  maintenance.  A  Of 
the  operation,  the  operation  will  be  closely  supervised  by 
Mr.  Hamilton  and  Mr.  Brownell  and  myself. 

•  •  •  • 

2313  Q  Does  this  exhibit  indicate  an  intention  on 

2314  the  part  of  Ozark  to  use  DC-3  aircraft  at  the 
beginning  of  its  operations  if  it  is  successful  in 

this  case?  A  This  exhibit  is  intended  to  show  that  we 
could  use  a  dual  operation,  use  DC-3’s  where  DC-3’s  are 
practical  or  where  it  be  used,  and  use  Cessnas  where  the 
DC-3  cannot  give  service.  There  are  manifestly  many 
of  the  cities  along  the  route  that  do  not  have  the  facilities 
for  DC-3’s  and  may  never  have  them.  There  are  a  few 
of  the  cities  on  each  of  the  routes  that  would  accommo¬ 
date  DC-3’s;  but  not  many  of  the  routes  that  are  known 
can  be  operated  entirely  with  DC-3. 

Q  Then  I  take  it,  it  is  your  intention  by  that  exhibit 
to  indicate  that  you  will  operate  some  routes  with  DC-3’s 
at  the  outset,  is  that  correct?  A  We  will  put  into  oper¬ 
ation  whatever  the  Board  thinks  the  most  feasible  and 
practical. 

Q  Do  you  expect  to  have  the  Board  tell  you  what 
kind  of  an  aircraft  to  operate  on  this  route?  A  If  we 
were  certificated  they  might  indicate  what  would  be  bet¬ 
ter.  That  is  a  matter  of  judgment  that  we  would  have 
to  study. 

Q  You  don’t  know  whether  you  will  put  DC-3’s  on 
or  not,  is  that  it?  A  No,  vre  do  not. 

•  •  •  * 
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2319 


Cross  Examination 


BY  ME.  SCOUTT : 

Q  Mr.  Carl,  in  your  direct  testimony  did  you  state 
that  the  contact  conditions  prevailed  at  93  per  cent  of 
the  time  in  certain  areas  covered  by  this  proceeding?  A 
The  yearly  average  of  the  weather  in  Kansas,  Oklahoma, 
Arkansas,  Tennessee  and  Indiana,  or  four  stations,  the 
average  contact  or  VFR  weather  was  90.3  per  centj  The 
average  instrument  was  7.73  per  cent. 

Q  On  the  basis  of  that  weather  information,  yoiji  esti¬ 
mated  that  it  would  be  reasonable  to  expect  a  perform¬ 
ance  of  85  per  cent?  A  We  would  expect  a  higher 
performance  as  this  instrument  condition  is  based  upon 
a  ceiling  of  less  than  a  thousand  feet;  anything  urfder  a 
thousand  feet  would  make  an  instrument  condition; 
2320  or  if  the  visibility  were  less  than  three  miles,  even 
though  you  had  a  ten  thousand  foot  ceiling,  that 
would  still  be  instrument.  The  minimum  of  one  mile  for 
visibility  with  a  ceiling  of  a  thousand  feet  is  acceptable 
to  C.  A.  A.;  and  I  understand  that  900  feet  ceiltng  if 
the  visibility  is  two  miles,  and  800  feet  of  ceiling,  if  the 
visibility  is  four  miles,  and  at  700  foot  ceiling,  tf  the 
visibility  is  six  or  seven  miles,  is  acceptable. 

Under  those  conditions,  we  would  complete  a  much 
higher  percentage  of  our  schedules  than  85  per  cent,  be¬ 
cause  if  you  will  note  in  the  reports,  the  classified 
weather  report  in  cites  like  Chicago,  St.  Louis  and  Kansas 
City,  many  times  the  weather  is  absolutely  clear,  but  the 
field  is  on  instrument  due  to  local  smoke  conditions.  We 
have  had  that  happen  many  times  in  our  former  opera¬ 
tion,  and  the  towers  would  let  us  in  when  the  visibility 
was  below  the  three  miles  required  for  contact  flight. 

There  are  manv  times  when  vou  start  to  St.  Louis 
you  have  perfect  visibility  and  perfect  conditions  until 
you  get  almost  to  St.  Louis,  and  then  your  weather  be¬ 


comes  murky  from  smoke,  but  that  doesn’t  usual 
below  a  mile  in  visibilitv. 


y  get 
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Q  Do  you  have  a  similar  weather  report  for  the 
States  of  Illinois,  Iowa,  Wisconsin  and  Minnesota?  A 
Yes,  I  have.  Illinois,  Iowa,  Wisconsin,  Minnesota,  total 
of  ten  stations,  average  of  four  states,  shows  an  average 
VFR  weather  condition  of  87.25  per  cent,  8.98  per  cent 
of  instrument,  and  3.78  per  cent  closed  weather. 

Q  This  87  per  cent  figure  does  not  consider  the  possi¬ 
bility  that  below  minimum  conditions  may  prevail 
2321  at  an  area  between  Jefferson  City  and  St.  Louis; 

you  might  have  below  minimum  conditions  and  you 
cannot  operate  the  route  between  Jefferson  City  and  St. 
Louis;  is  that  not  true?  A  That  is  possible,  but  it 
would  probably  not  be  true  enough  times  to  cause  any 
reduction  of  schedules. 

Q  Do  you  know  what  the  air  line  experience  has  been, 
Mr.  Carl,  with  respect  to  performance  completion  as  a 
percentage  of  contact  minimums,  that  is,  if  the  flying 
minimums  are  70  per  cent,  do  you  know  what  a  contact 
operator  could  expect  to  complete?  A  I  don’t  believe 
I  understand  your  question. 

(Question  read.) 

EXAMINER  WISER:  Do  you  want  an  explanation 
of  the  question? 

THE  WITNESS:  I  would  like  an  explanation  of  that 
question.  I  don’t  understand  what  you  mean  by  the 
70  oer  cent. 

BY  MR.  SCOUTT  : 

Q  If  the  contact  minimum  weather  averages  90  per 
cent  in  a  given  area,  what  performance  could  a  contact 
operator  expect  to  achieve?  A  If  you  base  your  contact 
VFR  weather  on  a  thousand  feet  and  three  miles,  he 
would  possibly  be  able  to  complete  85  per  cent;  but  if 
the  VFR  conditions  were  considered  as  a  thousand  feet 
and  one  mile,  he  should  be  able  to  complete  considerably 
more;  and  with  the  reduction  in  ceilings  over  suitable 
terrain,  no  hills,  obstructions  to  flight,  it  is  quite  possible 
that  he  could  complete  all,  more  flights,  as  many  flights 
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as  an  airliner  operating  on  instrument,  because  if  you 
have  700  feet  and  six  miles  visibility  in  good  ter- 

2322  rain — I  would  just  as  soon  be  down  there  a?  be 
ten  thousand  feet  in  the  soup — would  rather. 

Q  You  would  expect  to  have  a  performance  similar  to 
that  experienced  by  other  contact  operators  in  the  same 
region?  A  I  am  not  familiar  with  the  other  contact 
operators,  so  I  can’t  say. 

Q  I  am  asking  you  to  assume  that  there  are  other 
contact  operators  in  this  region.  Under  that  situation, 
you  would  expect  to  have  a  performance  factor  similar 
to  their ’s?  A  A  lot  of  that  would  depend  upon  the 
meteorologist  and  dispatchers  and  the  management  and 
the  judgment  as  to  when  it  is  advisable  to  cancel  flights. 

Q  Are  you  familiar,  Mr.  Carl,  with  the  routes  certifi¬ 
cated  to  Mid-West  Airlines?  A  Only  in  a  general  way. 

Q  Would  you  say  that  they  correspondend  in  a  gen¬ 
eral  way  to  some  of  the  routes  proposed  by  Ozarlf  in 
this  case?  A  In  the  North  Central  Area  they  do. 

Q  You  are  familiar  with  the  type  of  equipment  that 
Mid-West  is  proposing  to  use?  A  Yes,  I  am. 

Q  Would  you  expect  that  Ozark  would  have  a  similar 
cost  experience  to  that  of  Mid-West  Airlines?  A  I  am 
not  familiar  with  Mid-West’s  operations;  I  don’t  know. 

Q  If  it  is  true  that  they  are  proposing  to  use  Cessna 
190’s  and  that  Ozark  would  use  Cessna  190 ’s,  you  w<}uld 
then  expect  to  have  similar  costs  to  that  of  Mid- 

2323  West?  A  Not  necessarily. 

Q  What  wTould  be  the  difference?  A  Theri  is 
always  a  difference  in  management,  a  difference  in  the 
ability  to  keep  costs  down,  the  ability  to  get  your  main¬ 
tenance  work  done  at  the  least  possible  man  hours,  abil¬ 
ity  to  schedule  your  airplanes  in  such  a  way  to  get  the 
utmost  utilization  from  the  equipment. 

Q  Would  you  expect  the  direct  cost  to  be  the  same? 
A  There  shouldn’t  be  too  much  difference 'in  the  direct 
cost,  from  two  efficiently  operated  outfits. 
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MR.  SCOUTT :  That  is  all. 

EXAMINER  WISER :  Tamer? 

Cross  Examination 
BY  MR.  HAHN : 

Q  Mr.  Carl,  are  you  the  only  party  sponsoring  Ex¬ 
hibit  8-B?  A  Yes,  I  am. 

Q  What  has  been  your  experience  in  recent  years  in 
operating  with  DC-3’s?  A  I  have  never  operated 
DC-3’s. 

Q  Then  the  data  put  in  here  on  your  estimate  of  the 
investment  required,  spare  engine,  spare  propellors,  spare 
parts,  where  was  that  gathered  from?  A  There  has 
been  testimony  in  this  hearing,  I  believe,  that  DC-3  air¬ 
craft  are  available  at  around  $40,000  apiece.  Southern 
Air  was  in  operation  in  Alabama,  Georgia,  Mississippi, 
and  I  understand  it  got  some  DC-3’s  at  approximately 
$40,000  apiece. 

Q  That  is  for  the  DC-3.  That  is  not  your  own 
2324  knowledge,  that  is  from  other  people?  A  Yes. 

Q  How  about  spare  engine,  spare  propellors 
and  spare  parts — where  did  you  get  that  information?  A 
It  is  my  understanding  that  the  engines  can  be  obtained 
for  $2,500  each.  The  spare  parts  inventory  is  a  judg¬ 
ment  figure.  So  far  as  spare  propellors  are  concerned, 
I  believe  that  we  can  obtain  those  for  approximately 
$600  apiece. 

Q  Where  did  you  get  your  judgment  figure  on  the 
$55,000  for  spare  parts?  A  That  was  purely  a  judg¬ 
ment  figure. 

Q  You  must  have  had  some  idea.  You  just  didn’t  pull 
it  out  of  the  air.  A  We  thought  it  would  be  about  ten 
per  cent  of  the  total  aircraft  investment,  or  a  little  less. 

Q  You  based  it  on  the  percentage  factor  of  ten 
per  cent,  then?  A  Or  a  little  less. 

Q  Have  you  had  any  experience  in  maintaining  a  DC-3 
airplane?  A  I  have  not. 
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Q  How  were  you  planning  to  maintain  these  DC-3’s? 
A  Our  operations  manager,  Mr.  Walter  Brownell,  has 
had  considerable  experience  in  maintaining  large  Air¬ 
craft.  He  is  a  graduate  of  M.  I.  T.  and  was  at  one 
time  chief  engineer  for  Howard  Aircraft  Company,  and 
is  a  thoroughly  trained  person. 

Q  Has  he  ever  operated  on  a  scheduled  air  lihe? 

2325  A  No,  he  has  not. 

Q  Has  he  ever  done  any  maintenance  work  on 
scheduled  airlines  DC-3’s?  A  On  scheduled  airlines,  no. 

Q  Nobody  in  your  personnel  under  this  proposal  has 
done  any  work  with  DC-3  airplanes  maintenance,  is  that 
correct?  A  No.  We  have  two  mechanics  who  have 
spent  considerable  time;  one  with  TWA  and  the  other 
with — 

Q  Did  they  draw  up  this  Exhibit  8-B?  A  No. 

Q  Were  they  consulted  on  it?  A  Oh,  yes. 

Q  In  what  manner  were  they  consulted  as  to  the 
spare  parts — is  that  where  you  got  your  ten  per  cent? 
A  As  far  as  the  spare  parts  of  $55,000  is  concerned, 
that  is  strictly  a  judgment  figure. 

MR.  BATCHELOR:  Mr.  Examiner,  might  we  have  a 
few  minutes  recess?  I  imagine  Mr.  Carl  is  a  little  bit 
tired. 

EXAMINER  WISER:  Have  you  about  completed? 
Does  that  complete  your  questioning? 

MR.  HAHN :  No,  it  didn’t  Mr.  Examiner. 

BY  MR.  HAHN: 

Q  Mr.  Carl,  under  cross  examination  by  Braniff ’s 
counsel,  you  said — 

EXAMINER  WISER :  Are  you  about  finished? 

MR.  HAHN:  No  sir. 

EXAMINER  WISER:  We  will  take  a  short  recess. 
(Recess  taken.) 

2326  EXAMINER  WISER:  Come  to  order,  gentle¬ 
men. 
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BY  ME.  HAHN : 

Q  Mr.  Carl,  in  your  cross  examination  by  Braniff’s 
counsel,  you  said  you  were  not  sure  what  routes  would 
be  served  by  the  DC-3’s.  This  leads  to  the  question  of 
when  did  you  start  considering  the  DC-3’s  for  this  pro¬ 
posal.  A  We  have  had  about  a  month  to  study  these 
routes  in  the  Great  Lakes  and  North  Central  areas.  Mr. 
Hamilton  did  all  of  that  work  and  I  worked  with  the 
figures,  and  I  have  never  taken  the  estimated  number 
of  airplanes  required  and  the  scheduled  mileage  and 
figured  the  cost. 

Now,  he  has  studied,  made  an  extensive  study  of  the 
route  that  can  be  served  by  DC-3’s  and  those  that  can 
be  served  by  Cessna. 

Q  That  doesn’t  answer  the  question:  When  did  you 
start  considering  the  use  of  DC-3’s  on  any  of  the  seg¬ 
ments  in  the  area  proceedings?  A  Soon  after  the  hear¬ 
ing  opened.  . 

Q  Within  a  week  after  the  hearing  opened?  A  I 
would  say  a  week  or  ten  days. 

Q  Don’t  you  feel  that  Exhibit  8-B,  setting  up  this 
alternate  proposal  or  hypothetical  proposal,  would  have 
an  effect  on  your  schedules  as  shown  in  your  exhibit 
submitted  on  September  6?  A  Not  necessarily.  We 
could  operate  the  same  schedules  with  the  DC-3  as  with 
the  Cessna. 

Q  Don’t  you  operate  at  night  for  some  of  the  cities 
now  that  you  fly  all  weather —  A  I  say  it  wouldn ’t 
2327  affect  those  schedules;  we  might  make  additional 
schedules,  probably. 

Q  Would  you  try  to  keep  all  of  your  schedules  within 
daylight  hours?  A  Not  with  DC-3  equipment. 

Q  In  other  words,  it  would  affect  the  schedules  as 
shown  in  here,  is  that  correct?  A  That  is  true. 

Q  Don’t  you  feel  it  w^ould  have  an  effect  on  your  load 
factors  as  shown  in  this  exhibit  for  September  6?  A 
Oh,  definitely.  We  have  taken  that  into  consideration. 
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We  think  we  would  have  a  load  factor  of  approxi¬ 
mately  five  per  mile  on  the  DC-3’s. 

Q  Exhibit  8-B  doesn’t  show  a  breakdown  of  operat¬ 
ing  costs,  does  it?  A  Only  an  average  of  six  feeders. 

Q  Then  it  would  have  no  relation  to  the  operating 
costs  shown  in  your  exhibit  here  for  September  6?  A 


To  which  exhibit  do  you  refer? 

Q  To  this  one  right  here. 

EXAMINER  WISER:  By  4 ‘here,”  you  mean  the 
bound  volume  ? 

BY  MR.  HAHN : 

Q  The  bound  volume  submitted  on  September  6.  A 
I  don’t  understand  what  you  mean  there;  you  mean  these 
costs  would  not  apply  to  the  cost  in  this  exhibit? 

Q  No.  The  Exhibit  8-B  submitted  does  not  show  a 
breakdown  of  the  operating  costs  with  DC-3  airplanes; 
it  just  shows  average.  A  That  is  correct. 

Q  Now,  the  breakdown  as  shown  in  this  ex- 
2328  hibit  will  have  no  relation  to  the  average  shown 
in  here,  will  it?  A  No. 


in  here,  will  it? 
Q  In  Exhibit  8-B? 
the  other  to  the  DC-3. 


One  refers  to  the  Cessna  1$0; 


Q  Don’t  you  feel  that  your  Exhibit  8-B  for  an  alter¬ 
nate  proposal  is  lacking  in  a  good  many  of  the  necessary 
elements  to  understand  the  operation  with  DC-3  equip¬ 
ment?  A  This  is  set  up  on  the  basis  that  all  of  the 
airports  in  these  areas  could  be  served  by  DC-3  equip¬ 
ment,  which  they  cannot.  If  we  assume  that  all  of  these 
cities  had  airports  suitable  for  a  DC-3,  then  this  could 
be  used  to  some  extent  as  a  yardstick,  as  we  have  lumped 
all  of  our  costs  in  the  89  cents  per  mile.  But  it  is  not 
applicable  to  the  routes  that  cannot  be  served  by  DC4’s. 

Q  That  is  the  question.  Do  you  feel  it  gives  a  fkir 
opportunity  to  counsel  for  the  cities  represented  here 
to  understand  what  your  proposal  would  be  with  DC-3 
equipment  as  to  Cessna  equipment  on  the  various  seg¬ 
ments  proposed  by  Ozark  Air  Lines  for  the  operation 
in  all  three  area  proceedings?  A  We  propose  to  start 
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the  operation  with  the  most  suitable  aircraft  that  is  ob¬ 
tainable.  If  the  traffic  justifies  it  and  if  the  airports 
justify  it,  then  we  will  be  getting  larger  equipment.  All 
we  want  to  do  is  to  do  business.  If  the  cities  will  pro¬ 
vide  the  airports  siutable  for  the  DC-3  and  if  the  traffic 
is  there  available  enough  for  DC-3  operation,  we  will  be 
glad  to  put  it  on  and  go  into  even  larger  aircraft. 

Q  You  don’t  feel  Exhibit  8-B  offering  a  proposal  for 
operation  with  DC-3  equipment  is  lacking  in  any 

2329  of  the  necessary  breakdowns  to  show  what  your 
operating  proposal  is  going  to  be?  A  I  do  not. 

I  think  we  should  have  latitude  enough  to  decide  on 
what  equipment  should  be  used  on  what  routes,  based 
upon  our  survey  of  the  business  available. 

Q  Mr.  Carl,  how  did  you  determine  the  figure  of 
$96,000  for  ground  to  air  radio  in  Exhibit  8-B?  A  We 
estimated  that  the  ground  to  air  radio  would  be  approxi¬ 
mately  $1,500  per  station. 

Q  That  is  no  different  than  the  cost  estimated  under 
your  Cessna  operations,  is  that  correct?  A  That  is 
correct. 

Q  You  don’t  feel  it  would  take  any  different  radio 
equipment  to  operate  with  DC-3’s  ground  to  air  than 
with  Cessna?  A  No,  we  didn’t  see  why  it  should.  In 
our  Cessna  operation,  we  figured  the  same  equipment 
that  we  vrould  have  if  using  DC-3’s. 

Q  Did  you  make  any  study  of  the  cities  that  had  facili¬ 
ties  in  the  Great  Lakes  and  North  Central  Areas?  A 
As  we  do  not  plan  to  use  instrument  or  night  operation, 
we  didn ’t  think  it  was  necessary. 

Q  How  will  that  affect  your  proposal  under  8-B?  A 
We,  of  course,  have  to  make  that  survey. 

Q  Mr.  Carl,  do  you  possess  a  certified  check  for 
$25,000  to  cover  your  stock  subscription  ?  A  I  do. 

Q  Does  that  represent  your  own  personal  funds?  A 
It  does. 

2330  Q  No  loan  or  gift  connected  with  it?  A  It  is 
a  loan. 
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Q  It  is  a  loan?  A  That  is  right. 

Q  Is  there  any  agreement  pertaining  to  that  loan? 
A  None,  other  than  the  usual  agreement.  I  have  teen 
in  business  for  many  years  and  I  can  usually  borrow 
$25,000  to  $40,000. 

Q  Is  the  loan  for  the  full  $25,000?  A  That  is  ri^ht. 

•  •  •  • 

2334  Q  Now,  if  you  would  be  awarded  the  Great 
Lakes  Area  routes,  when  would  you  plan  to  activate 

those  routes?  A  As  quickly  as  possible. 

Q  What  do  you  mean  by  that?  What  is  that?  A 
That  would  depend  upon  delivery  of  airplanes  and  the 
getting  of  the  equipment  together,  and  the  writing  of 
the  maintenance  manuals;  getting  our  air  carrier  oper¬ 
ating  certificates. 

Q  In  your  best  judgment,  how  long  would  that  take 
after  you  were  certificated?  A  From  90  days  to  6 
months. 

Q  And  on  the  route,  taking  the  Great  Lakes  Area 
route  from  St.  Louis  to  Indianapolis,  and  the  other  route 
from  Indianapolis  to  Peoria-Galesburg,  and  also  the  route 
from  St.  Louis  to  Chicago — now,  if  all  the  inter- 

2335  mediate  stops  on  those  routes  had  airport  facilities, 
which  I  am  sure  95  per  cent  of  them  do,  to  handle 

DC-3,s,  would  that  kind  of  equipment  be  used  on  thpse 
routes?  A  You  say  95  per  cent  of  those  intermediate 
stops  can  handle  DC-3’s? 

Q  I  said  I  am  pretty  sure  they  could.  A  I  don’t 
know. 

Q  You  don’t  know  whether  you  would  use  DC-3’s  or 
not?  A  It  would  seem  that  that  would  be  an  awfully 
good  route  to  start  the  DC-3  operation  on. 

Q  You  don’t  know  where  you  would  use  the  DC-3? 
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A  No,  I  do  not. 

Q  You  might  use  Cessnas?  A  Or  we  might  use 
some  other  aircraft. 

Q  And  if  you  used  DC-3,  would  that  delay  you  in 
the  activation  of  the  route?  A  I  don’t  know. 

Q  And  from  what  you  know  about  that  area,  and 
those  cities,  is  it  your  opinion  that  a  Cessna  190  could 
handle  the  traffic  on  those  three  routes?  A  The  Cessna 
190  series  could  handle  the  traffic  with  additional  sec¬ 
tions  ;  as  the  traffic  built  up,  we  could  add  sections. 

Q  I  am  talking  about  one  plane,  as  you  schedule  them 
here.  Do  you  think  they  could  handle  the  traffic  gener¬ 
ated  on  those  routes?  A  I  don’t  know.  That  would,  of 
course,  come  after  we  had  been  in  operation;  start 
2336  out  with  round-trips,  you  put  on  second  sections. 

Q  In  other  words,  as  your  proposed  schedules 
are  set  up,  assuming  they  are  going  to  be  Cessna  190 ’s, 
you  don’t  know  whether  that  would  provide  an  adequate 
service  through  there  or  not,  do  you?  A  Schedules  have 
to  be  adjusted  to  the  needs  of  the  people;  and  the  fact 
that  we  have  set  these  schedules  up,  we  cannot  say  that 
they  are  the  ideal  schedules. 

Q  Were  the  needs  of  the  people  considered  in  setting 
up  the  schedules  and  proposing  Cessna  190 ’s?  A  The 
needs  of  the  people  certainly  were  considered.  If  this 
doesn’t  do  it,  we  will  do  wffiat  is  necessary  to  meet  the 
demand  of  the  people. 

Q  But  you  haven’t  yourself  personally  been  in  that 
area  for  five  years,  I  think  you  said,  isn’t  that  right?  A 
I  have  been  in  this  area  many  times  in  the  last  three 
years,  but  I  have  made  no  study  of  the  area.  We  are 
not  applicant  for  these  routes  in  the  Mississippi  Valley 
Case. 

Q  In  other  words,  on  those  three  routes,  as  your  pro- 
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posal  is  set  up  now,  the  public  or  the  people  providing 
the  airport  facilities  can’t  be  assured  of  anything,  whether 
it  be  190,  DC-3,  or  what  it  is  going  to  be?  A  Not  until 
we  know  the  decision  of  the  Board.  If  we  are  certificated, 
we  will  put  the  service  in. 

Q  They  can’t  tell  from  this  what  your  plans  are  or 
anything  else  what  kind  of  equipment  you  are  going  to 
use  there,  isn’t  that  right,  because  you  don’t  know 
yourself?  A  That  is  correct;  we  would  use  the  most 
suitable  equipment. 

•  *  •  •  i 

2349  Oscar  W.  Creme 

called  as  a  witness  on  behalf  of  Braniff  Airways, 
Inc.,  having  been  first  duly  sworn,  was  examined 

2350  and  testified  as  follows : 

Direct  Examination 

•  •it 

2351  Q  Mr.  Crane,  without  repeating  anything  in 
your  exhibits,  have  you  any  brief  comment  or  ex¬ 
planation  concerning  any  of  them  that  you  wish  to 

2352  make?  A  Yes,  I  have  a  few  comments. 

On  page  7,  Exhibit  4,  page  1  of  Exhibit  4, 1  would 
like  to  comment  that  the  times  shown  there  are  based 
upon  ramp  to  ramp;  and  that  therefore  that  includes  taxi 
time,  which  is  contrary  to  our  method  of  reporting  to 
the  C.  A.  B. 

Q  You  are  referring  to  the  daily  utilization?  A  Ifes, 
it  shows  7  hours  36  minutes  present  utilization  of  D.  (p.  3 
aircraft  and  additional  utilization  of  3  hours  and  3  min¬ 
utes  per  day. 

I  have  one  other  comment  here,  I  think. 
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Q  Page  21?  A  On  page  21,  in  connection  with  that 
map  there,  I  would  like  to  point  out  that  this  proposed 
service  will  not  result  in  the  creation  of  any  stub  ends. 

•  •  •  • 

2595  Q  Mr.  Carl,  I  understand  that  you  are  the 
J.  B.  Carl  whose  name  appears  on  exhibit  9.  A 

That  is  correct. 

Q  And  that  you  have  subscribed  to  $25,000  or  have 
signed  to  purchase  $25,000  worth  of  the  stock.  A  That 
is  correct. 

Q  And  I  understand  you  have  now  with  you — I  am 
not  sure  it  has  been  presented  in  evidence — a  cashier’s 
check  for  that  amount.  A  Mr.  Mattingly  has  that;  cor¬ 
rect  ;  yes. 

Q  You  testified  earlier  that  you  got  that  cashier’s 
check  as  result  of  a  loan;  is  that  right?  A  That  is 
correct. 

2596  Q  At  what  bank  was  that  loan  made,  Mr.  Carl? 
A  City  National  Bank  of  Tuscaloosa. 

Q  Were  there  any  endorsers  or  co-signers  on  the  note? 
A  I  signed  the  note  to  purchase  a  cashier’s  check  for 
$25,000. 

Q  Did  you  understand  my  other  question?  A  There 
were  endorsers ;  that  is  correct. 

Q  What  were  the  terms  of  that  note,  Mr.  Carl?  A 
The  only  terms  were  that  this  money  would  be  used  for 
the  purchase  of  stock  in  this  airline  if  certificated  and  at 
which  time  I  would  dispose  of  my  other  business  interests 
to  pay  for  the  loan. 

Q  I  mean,  more  particularly,  what  was  the  interest 
rate  you  paid  and  for  how  long  was  the  loan?  A  Four 
per  cent. 

Q  What  was  the  length  of  the  loan?  A  It  was  a 
demand  note. 
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Q  Do  you  expect  to  keep  that  note — Strike  that. 

Do  you  expect  to  keep  the  cashier’s  check  and  tjie 
$25,000  that  it  represents  until  the  Board  has  made  a 
decision  in  this  case?  A  Certainly  not.  In  the  previous 
hearing  I  disposed  of  some  very  valuable  business  inter¬ 
ests — 

Q  You  have  answered  the  question. 

EXAMINER  WISER:  I  think  he  can  explain  his 
answer. 

MR.  BENEFIELD:  All  right. 

A  In  the  previous  case  I  disposed  of  some  very  valu¬ 
able  business  interests  to  participate  in  this  airline 
2597  route  application.  We  were  not  certificated.  I 
could  not  keep  this  cash  idle  waiting  action  by  tte 
Board;  therefore  I  went  into  the  other  businesses.  In 
the  event  that  Ozark  Airlines  is  certificated  I  will  dispose 
of  all  of  those  interests  and  will  be  well  able  to  purchase 
the  stock  for  which  I  have  subscribed. 

Q  Then  you  expect  to  retire  this  note  or  pay  it  off 
within  a  few  days  after  this  hearing  before  the  Exam¬ 
iner?  A  That  is  correct. 

BY  EXAMINER  WISER : 

Q  Did  you  have  a  similar  note  at  the  previous  hear¬ 
ing?  A  We  had  the  cash  at  that  hearing.  We  had  sold 
many  of  our  business  interests  and  presented  the  cash 
in  the  form  of  a  cashier’s  check.  But  we  have  reinvested 
most  of  those  funds  rather  than  have  them  lying  idle. 

EXAMINER  WISER :  Proceed. 

BY  MB.  BENEFIELD: 

Q  Would  you  care  to  tell  me  where  are  your  invest¬ 
ments  primarily  what  other  businesses?  A  Mr.  Hamil¬ 
ton  or  myself? 

Q  You.  A  Dixie  Air,  Incorporated,  in  Tuscaloosa. 

Q  What  is  the  approximate  amount  of  your  personal 
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investment  in  this  business,  Mr.  Carl?  A  About  $22,000. 

Q  Is  that  represented  in  stock?  A  $15,000  in  stock. 

Q  You  have  $10,000  worth  of  stock?  A  I  have 
2598  $15,000  worth  of  stock. 

Q  Has  that  stock  an  established  market  value? 
A  The  stock  is  not  on  the  board  but  the  assets  are  well 
worth  the  amount  of  stock. 

Q  Would  it  be  easy  for  you  to  realize  cash  from  those 
assets  on  short  notice?  A  I  believe  that  the  operation 
could  be  liquidated  in  a  very  few  days  on  that  basis. 

Q  Do  you  have  any  other  assets  that — Strike  that. 

Did  you  list  your  assets  at  the  time  you  made  this 
$25,000  note  at  the  bank?  A  No;  I  did  not. 

Q  Do  you  have  any  other  substantial  assets  that  you 
could  have  listed  at  the  time?  A  I  have  some  stock  in 
a  small  manufacturing  concern  worth  approximately  $2,- 
500.  I  have  cash  reserves  and  life  insurance;  and  I 
have — 

Q  Of  about  how  much,  Mr.  Carl?  A  I  would  say 
another  seven  or  eight  thousand  dollars. 

Q  And  is  that  generally  the  extent  of  your  collateral? 
A  That  is  correct. 

•  •  •  • 


2623  Barak  T.  Mattingly, 

a  witness  called  by  and  on  behalf  of  Ozark  Air 
Lines,  having  first  been  duly  sworn,  was  examined  and 
testified  as  follows: 

Direct  Examination 
BY  MR.  BATCHELOR: 

Q  Will  you  please  state  your  name?  A  Barka  T. 
Mattingly. 


91 

Q  Where  do  you  live?  A  St.  Louis,  Missouri. 

Q  What  is  your  connection,  if  any,  with  Ozark 
Lines?  A  I  am  a  stockholder  and  vice  president. 

Q  How  long  have  you  been  connected  with  Ozark  Air 
Lines?  A  We  incorporated  the  company  in — I  think  it 
was — 19 — 1943,  the  twenty-sixth  day  of  August. 

Q  Are  you  one  of  the  original  incorporators?  A  I 
am ;  yes. 

Q  Are  you  sponsoring  exhibits  2  and  9?  A  That  is 
correct. 

Q  Were  these  exhibits  prepared  under  your  di- 
2624  recti  on  and  supervision?  A  They  were. 

Q  To  the  best  of  your  knowledge  and  informa¬ 
tion  are  they  true  and  correct?  A  They  are. 

Q  Please  turn  to  exhibit  9,  page  2,  where  there  is 
listed  the  stock  subscriptions  for  additional  common  stodk. 
Laddie  Hamilton  has  subscribed  to  50,000  shares  of  com¬ 
mon  stock  at  one  dollar  per  share  par  value?  A  Th^t 
is  correct. 

Q  Have  you  any  evidence  of  the  ability  of  Mr.  Hamil¬ 
ton  to  pay  this  subscription?  A  I  have. 

Q  What  evidence  is  that?  A  At  my  suggestion  I  had 
Mr.  Hamilton  purchase  a  cashier’s  check,  which  was 
drawn  on  the  City  National  Bank  at  Tuscaloosa,  and  to 
the  Chase  National  Bank  of  New  York,  in  the  sum  of 
$50,000.  The  check  is  numbered  42911  and  dated  at  Tus- 
caloosa,  Alabama,  under  date  of  September  26,  1949. 

Q  Is  that  a  cashier’s  check  of  the  City  National  Bank 
of  Tuscaloosa,  Alabama?  A  It  is  issued  by  the  Ciiy 
National  Bank  of  Tuscaloosa,  Alabama,  but  it  is  draWn 
on  the  Chase  National  Bank  of  New  York. 

Q  I  notice  that  you  have  subscribed  for  $25,000  addi¬ 
tional  capital  stock  of  Ozark  Air  Lines.  Can  you  indi¬ 
cate  vour  ability  to  pay  for  that  subscription?  A  I  pur¬ 
chased  from  the  Industrial  Bank  in  the  City  of  St.  Louis 
under  date  of  September  30,  1949  a  cashier’s  check  in  the 
sum  of  $25,000;  the  check  number  is  3473. 
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.  2625  Q  Mr.  Carl  has  subscribed  for  $25,000  addi¬ 
tional  stock.  What  evidence  have  you  of  his  ability 
to  pay  for  that  stock?  A  I  likewise  had  Mr.  Carl  pur¬ 
chase  a  cashier’s  check  in  the  sum  of  $25,000.  It  was  is¬ 
sued  by  the  City  National  Bank  of  Tuscaloosa,  Alabama, 
under  date  of  September  26,  1949.  The  check  is  num¬ 
bered  62912,  and  drawn  on  the  Chase  National  Bank  of 
New  York. 

Q  Mr.  Arthur  G.  Hainey  has  subscribed  to  $10,000  of 
additional  stock.  What  evidence  have  you  of  his  ability 
to  pay  for  the  stock?  A  A  cashier’s  check  issued  by  the 
Industrial  Bank  of  St.  Louis  under  date  of  October  7, 
1949,  in  the  sum  of  $10,000. 

Q  Mr.  Floyd  W.  Jones  has  subscribed  to  $50,000  of 
capital  stock.  What  evidence  have  you  of  his  ability  to 
pay  for  the  stock?  A  Mr.  Jones  forwarded  to  me  a 
cashier’s  check  drawn  on  the  Citizens’  Bank  of  Spring- 
field,  Missouri,  under  date  of  September  26,  1949,  check 
No.  47068,  made  payable  to  me,  in  the  sum  of  $50,000. 

Q  Mr.  W.  P.  Thielend  has  subscribed  to  $100,000  of 
capital  stock.  Have  you  any  evidence  of  his  ability  to 
pay  for  the  stock?  A  Yes;  I  have.  We  did  not  accept 
a  check  from  Mr.  Thielend  for  several  reasons.  He  has 
been  very  anxious  to  purchase  some  additional  stock  in 
this  company.  Likewise,  his  son  has  written  me  a  letter 
asking  to  purchase  some  stock. 

2626  I  have  not  had  an  opportunity  of  talking  together 
with  him  or  his  son;  so,  I  asked  Mr.  Thielend  to 
send  me  a  financial  statement  showing  his  ability  to  pay 
for  this  stock  in  the  event  that  we  accept  his  subscrip¬ 
tion;  and  he  did  send  me  a  signed  subscription. 

This  financial  statement,  under  date  of  September  26, 
1949,  shows  his  net  worth  to  be  $651,135. 

I  might  add  further,  Mr.  Batchelor,  that  this  has  al¬ 
ways  been  a  sort  of  family  corporation;  all  of  the  in¬ 
corporators,  of  course,  were  close  personal  friends,  and 
all  of  the  present  stockholders  are  close  personal  friends. 


93 


The  issuance  of  this  stock,  of  course,  will  have  a  tendency 
to  dilute  our  holdings. 

•  My  holdings  have  been  diluted  from  an  original  33 1/3 
per  cent  to  28.67  per  cent  at  this  time.  If  we  accept 
$100,000  from  either  Wagoner  or  his  son,  together  or 
from  one  individually,  that  will  dilute  my  holdings  dbwn 
to  fifteen  per  cent,  and,  of  course,  dilute  the  other  hold¬ 
ings  proportionately. 

BY  EXAMINER  WISER : 

Q  By  1  Wagoner’  you  are  referring  to  Mr.  Thielend? 
A  That  is  correct. 

BY  MR.  BATCHELOR: 

Q  His  name  is  Wagoner  P.  Thielend?  A  Thai;  is 
correct. 

BY  EXAMINER  WISER: 

Q  Before  you  go  further  I  would  like  to  interject  this 
question:  Would  you  hesitate  at  any  time  to  accept  this 
equity  capital  for  fear  of  your  holdings  being  di- 
2627  luted,  if  it  were  needed?  A  No;  we  would  not. 

It  is  not  a  question  of  it  being  needed,  Mr.  Exam¬ 
iner;  the  question  right  now  is  a  question  of  timing.  If 
we  were  to  be  certificated  today  or  within  a  reasonably 
short  period  of  time  I  do  not  think  we  would  want  to 
give  Wag  that  amount  of  stock;  we  probably  would  want 
to  take  it  ourselves-  But,  of  course,  we  know  that  there 
have  been  delays  and  probably  there  will  continue  to  be 
delays.  Mr.  Jones  and  Mr.  Hamilton  and  myself,  Par¬ 
ticularly — we  have  other  interests  that  call  upon  us  for 
financing,  and  we  would  like  to  have  a  cushion,  and  we 
consider  these  minimum  subscriptions  on  our  part,  and 
the  subscription  of  Wagoner,  of  course,  is  minimum,  too, 
because  he  would  like  to  take  $100,000  for  himself,  and 
would  like  to  get  some  for  his  son,  who  is  worth  consid¬ 
erably  more  than  his  father. 

EXAMINER  WISER:  Will  you  continue? 
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BY  MR.  BATCHELOR : 

Q  Will  you  please  turn  to  page  4  of  exhibit  9?  As  I 
understand  it  from  this  exhibit,  which  is  a  stock-subscrip¬ 
tion  agreement,  Mr.  Thielend  has  actually  subscribed  for 
$100,000  of  stock.  A  That  is  correct. 

Q  To  be  paid  for  on  demand  of  the  board  of  directors? 
A  That  is  correct. 

Q  Please  turn  to  page  5  of  exhibit  9.  This  is  a  let¬ 
ter  from  the  Industrial  Bank  of  St.  Louis,  committing 
itself  to  lend  to  Ozark  Air  Lines  $400,000.  Did  you 
handle  that  transaction,  Mr.  Mattingly?  A  Yes. 
2628  Q  Are  there  any  terms  and  conditions  of  that 
commitment  that  are  not  included  in  the  letter?  A 
No;  all  the  terms  of  that  commitment  are  included  in  the 
letter,  and  that  is  almost  the  same  commitment  that  we  got 
from  them  approximately  five  years  ago — got  from  the 
same  fellow,  Mr.  Arthur  Bloommeyer,  who  was  the  presi¬ 
dent  of  the  bank  at  that  time  and  still  is  the  president. 
That  is  a  firm  commitment. 

Q  Mr.  Mattingly,  there  has  been  some  discussion  in 
the  course  of  the  proceeding  about  the  amount  of  capital 
that  would  be  required  in  the  event  it  should  be  necessary 
to  activate  the  routes  or  a  portion  of  them  with  multi- 
engine  equipment,  particularly  DC-3s. 

If  that  were  done  it  would  increase  the  capital  require¬ 
ment  somewhere  between  $421,725,  as  shown  by  exhibit 
8-C,  for  Cessna  190  aircraft,  to  a  maximum  of  $1,105,468 
for  all  DC-3  aircraft  as  shown  by  exhibit  8-B.  A  That 
is  correct. 

Q  Are  the  present  subscribers  of  additional  stock  to 
Ozark  Air  Lines  financially  able  and  are  they  willing  to 
contribute  the  additional  funds  necessary  to  finance  which¬ 
ever  type  of  operation  shall  be  required?  A  That  is 
correct,  Mr.  Batchelor.  It  will  be  approximately  a  maxi¬ 
mum  of  additional  capital  needed  of  $520,500,  if  all  DC-3 
equipment  is  used,  on  all  of  these  routes,  and  they  were 
all  activated  simultaneously  .  But  we  are  prepared  and 
willing  and  able  to  supply  the  additional  capital. 
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2629 


MR.  BATCHELOR:  The  witness  is  availal 
29  for  cross  examination. 

EXAMINER  WISER :  Braniff? 

MR.  HILL:  No  qnestions. 

EXAMINER  WISER :  Central  ? 


Cross  Examination 
BY  MR.  BELL : 

Q  Mr.  Mattingly,  Mr.  Hamilton  testified  that  he  pur¬ 
chased  his  cashier’s  check  with  $50,000  which  he  had 
earned  and  which  belonged  to  him  personally.  Am  I  cor¬ 
rect  in  that  interpretation?  A  Yes;  that  is  correct. 

Q  Is  there  any  restriction  at  all  on  Mr.  Hamilton  at 
any  time  using  that  cashier’s  check  for  any  other  reason 
than  to  purchase  stock?  A  I  am  afraid  that  counsel  is 
not  familiar  with  the  purpose  of  a  cashier’s  check.  A 
cashier’s  check  is  secured  by  depositing  with  the  bank  an 
amount  of  money  equal  to  the  amount  of  the  check.  In 
other  words,  a  cashier’s  check  is  currency. 

Q  That  is  correct.  A  This  cashier’s  check  that  Mr. 
J ones,  for  instance,  sent  to  me — 

Q  Let’s  talk —  A  Just  a  minute,  please;  let  me  an¬ 
swer  the  question  in  my  own  way : 

This  cashier’s  check  that  Mr.  Jones  sent  to  me  for 
$50,000,  made  payable  to  me,  all  I  have  to  do  to  use  that 
money  is  to  endorse  the  check  and  walk  into  any  bknk 
and  I  have  $50,000  of  Mr.  Jones’  money  that  I  pan 
2630  spend  in  any  way  I  see  fit. 


EXAMINER  WISER :  I  think  the  question, 
though,  is  as  to  Mr.  Hamilton. 

MR.  BELL:  Yes.  Perhaps  I  can  ask  this  in  another 
way. 

BY  MR.  BELL: 

Q  Are  you  holding  all  of  those  checks  in  escrow  for 
the  persons  who  gave  them  to  you?  A  That  is  right; 
yes. 
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Q  Mr.  Hamilton  could  not  ask  you  to  return  that  check 
to  him  for  any  reason  at  all?  A  Certainly  I  expect  to 
return  the  check  to  Mr.  Hamilton;  I  do  not  expect  to 
hold  these  checks  and  be  responsible. 

Q  Then  they  will  not  be  held  in  escrow.  A  They  are 
being  held  in  escrow  for  the  purpose  of  this  hearing.  If 
we  were  certificated  today  they  would  continue  to  be  held 
in  escrow  and  deposited  to  the  credit  of  Ozark  Air 
Lines;  but  we  know  that  is  an  impossibility,  and  the 
checks  will  be  returned. 

Q  When  this  check  is  returned  to  Mr.  Hamilton  by 
you,  Mr.  Mattingly,  will  you  please  enlighten  me  again 
as  to  why  he  will  be  compelled  to  use  that  check  only  to 
purchase  stock  in  this  corporation  when  he  is  asked  to 
do  so  ?  A  I  tried  to  explain  to  you  a  minute  ago  that  he 
would  not  be  compelled  to  use  this  check  to  purchase 
stock.  In  other  words,  to  clarify  this  situation,  for  all 
practical  purposes,  there  is  one  hundred  and  sixty  thou¬ 
sand  dollars  in  cash  in  front  of  me  on  this  table.  When 
that  money  is  returned  to  Mr.  Jones  and  Mr.  Ham- 
2631  ilton  they  can  spend  it  for  any  purpose  they  desire. 

Q  In  other  words,  then,  the  effect  of  Mr.  Ham¬ 
ilton  presenting  that  $50,000  at  this  proceeding  is  that  if 
the  board  of  directors  should  require  him  to  purchase 
stock  he  could,  at  this  time,  but  that  there  is  no  compul¬ 
sion  on  him,  there  is  no  assurance  at  all  that  he  will  have 
that  money  at  the  time  the  board  of  directors  actually 
does  call  for  the  stock  subscriptions?  A  There  is  no 
assurance  that  Mr.  Rockefeller  will  have  the  money  to 
pay  his  next  year’s  income  tax,  but  we  feel  rather  sure 
he  will  be  able  to  do  that. 

Q  I  assume  the  answer  to  the  question  was,  ‘ ‘No”, 
Mr.  Mattingly.  A  I  think  your  assumption  is  correct. 

Q  Mr.  Mattingly,  was  your  cashier’s  check  somewhat 
in  the  same  position  as  Mr.  Hamilton’s?  A  My  cashier’s 
check  is  in  identically  the  same  position.  It  is  my  money 
and  I  can  spend  it  for  anything  I  want  to — I  hope. 
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Q  Mr.  Carl’s  cashier’s  check,  however,  was  a  loan — 
Is  that  correct? — to  him?  A  I  think  he  so  testified 

Q  What  about  Mr.  Hainey?  A  Mr.  Hainey’s  cajsh- 
ier’s  check,  I  assume,  is  his  own  money.  It  is  a  rather 
small  amount.  I  imagine  he  had  that  much  on  deposit. 

Q  But  you  do  not  know  whether  he  borrowed  that 
$10,000  to  purchase  this  cashier’s  check  or  not?  A  No; 

I  could  not  state  under  oath  whether  he  did  or 
2632  whether  he  did  not. 

Q  What  about  Mr.  Jones?  A  Mr.  Jones  i^  a 
man  who,  against  my  advice,  carries  large  cash  balances; 
I  am  confident  that  this  cashier’s  check  of  his  was  just  a 
debit  item  against  his  bank  account. 

Q  Mr.  Jones  was  initially  a  stockholder  in  this  cor¬ 
poration,  was  he  not,  Mr.  Mattingly?  A  Yes;  that  is 
correct. 

Q  Why  did  he  sell  out?  A  The  reason  Mr.  Jones 
sold  out  was  because  of  the  fact  that  there  was  an  op¬ 
portunity  for  him  to  make  what  he  considered  a  very 
good  investment  which  he  did  make  and  which  turned  out 
to  be  a  very  good  investment  and  he  utilized  his  cash  for 
that  purpose  while  this  certification  was  being  considered 
by  the  Board. 

Q  In  actuality  Mr.  Jones  could  do  the  same  thing  with 
the  fifty  thousand  he  has  right  now?  A  I  think  anyone 
could. 

Q  The  answer  is  ‘Yes’  or  ‘No’?  A  The  answer  ik: 
“Yes;  and  I  think  anyone  could  do  it.”  I  think  that  is 
clear.  I  do  not  know  what  you  are  trying  to — 

EXAMINER  WISER:  I  think  you  have  answered  the 
question. 

MR.  BELL:  You  leave  that  up  to  me,  Mr.  Mattingly. 

THE  WITNESS:  I  will  be  very  happy  to  leave  it 
up  to  you. 

EXAMINER  WISER:  Proceed. 
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BY  MB.  BELL: 

2633  Q  Mr.  Mattingly,  how  much  unissued  common 
stock  is  there  at  present  in  Ozark  Air  Lines?  A 

It  is  all  unissued  except  the  original  $100,000. 

Q  Could  you  tell  me,  Mr.  Mattingly,  why  it  would  not 
be  a  better  showing  at  this  proceeding  for  the  persons 
who  are  now  presenting  cashier’s  checks  to  have  pur¬ 
chased  stock  in  this  corporation?  A  Yes. 

Q  Why?  A  There  are  a  couple  of  reasons:  In  the 
first  place,  if  we  were  to  purchase  stock  in  this  corpora¬ 
tion  in  1944  about  the  only  thing  we  could  have  done  with 
it  would  be  to  have  bought  Government  bonds  and  we 
would  have  had  several  hundred  thousand  dollars  in  this 
corporation  for  plant  and  frozen  in  Government  bonds 
for  five  years. 

Q  May  I  interrupt?  I  would  like  to  know,  for  the 
purpose  of  this  proceeding,  why  you  do  not  purchase 
stock  as  opposed  to  presenting  cashier’s  checks.  Not  the 
’44  proceeding.  A  The  same  situation  prevails  now,  as 
far  as  I  am  concerned,  as  prevailed  in  1944.  I  have  no 
way  of  knowing  when  or  if  ever  w’e  will  be  certificated. 
Certainly  there  is  no  use  for  this  money  unless  we  are 
certificated  and  when  we  are  certificated.  That  does  not 
seem  to  me  to  be  good  business  judgment,  to  take  a  dor¬ 
mant  corporation  and  put  several  hundred  thousand  dol¬ 
lars  in  cash  money  into  it  in  the  hope  and  in  the  expecta¬ 
tion  that  within  a  reasonably  short  period  of  time  you 
may  be  certificated,  when  you  and  I  both  know  that  it 
may  be  years  before  this  certificate  is  finally  made. 

2634  Q  In  other  words,  then,  your  reason  is  that  you 
would  prefer,  and  presumably  you  are  speaking  for 

the  other  four  persons  involved  who  presented  cashier’s 
checks,  to  use  your  money  for  other  investments  at  the 
present  time,  w’hich  may  or  may  not  be  successful.  A 
Well,  that  is  always  a  possibility,  but  we  do  not  purchase 
them  with  that  in  mind,  we  always  hope  that  they  will  be 
successful,  and  most  of  my  investments  are  in  what  I  con- 
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sider  good  investments  that  make  good  return  and  are 
marketable. 

Q  Mr.  Mattingly,  are  there  any  other  stockholders  di¬ 
rectly  or  implied  than  those  listed  on  page  2  of  exhibit  9! 
Presently  in  Ozark  Air  Lines  other  than  those  listed  bn 
page  2  of  exhibit  9? 

EXAMINER  WISER :  I  do  not  think  I  know  what  you 


mean. 

BY  MR.  BELL : 

Q  Does  anybody  else  hold  any  stock  in  Ozark  Air 
Lines,  other  than  those  listed  on  page  9 — page  2,  rather, 
of  exhibit  9?  A  Now  according  to  the  books  of  tljie 
company. 

Q  Would  I  be  correct  in  saying,  Mr.  Mattingly,  that 
the  financial  presentation  in  this  case  is  exactly  the  same 
as  you  presented  in  the  Mississippi  Valley  case?  A  Yes; 
I  think  that  is  correct.  The  same  people  are  interested, 
the  same  bank  is  still  ready,  willing,  and  able  to  make  the 
same  commitments,  and  I  would  say  that  it  is  practically 
the  same,  very  little  difference. 

Q  When  was  the  stock-subscription  agreement 

2635  dated  which  is  on  page  4  of  exhibit  9?  A  They 
apparently  were  all  dated  August  20,  1949. 

Q  Of  the  persons  listed  in  that  stock  subscription 
agreement,  five  of  them  are  on  the  board  of  directors;  is 
that  correct?  A  Yes;  I  believe  that  is  correct. 

•  •  •  • 

2636  Q  Has  Mr.  Thielend  been  an  investor  in  Ozarjk 

2637  before  this  time?  A  I  do  not  recall — He  has  been 
interested  ever  since  Ozark  first  started  and  made 

its  first  application.  He  has  almost  been  a  nuisance, 
wanting  to  invest  in  this  company. 

Q  Where  does  he  live?  A  Tuscaloosa. 

Q  What  is  the  nature  of  his  business?  A  His  prin¬ 
cipal  business  is  the  Gulf  States  Paper  Corporation.  I 
believe  he  is  the  general  manager  and  some  of  his  othei* 
relatives  are  the  president  and  other  officers  of  the  comj- 
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pany.  It  is  a  closed  family  corporation.  They  are  very 
large  paper  manufacturers.  Especially  large  manufactur-  • 
ers  of  paper  bags. 

•  •  *  • 

2639  EXAMINER  WISER:  You  can  examine  as  to 
his  funds. 

MR.  FITZGERALD:  I  wanted  to  know  where  Mr. 
Jones  made  his  money. 

EXAMINER  WISER:  Proceed  to  another  question. 
MR.  WENNER:  Perhaps  the  witness  is  quite  willing 
to  answer  that  question. 

EXAMINER  WISER:  He  may  be.  I  do  not  think 
it  is  relevant  or  important. 

BY  MR.  FITZGERALD : 

Q  Mr.  Mattingly,  do  you  know  of  your  own  knowledge 
that  Mr.  Jones  did  not  borrow  the  money  to  get  that 
cashier’s  check?  A  I  could  not  say  that  as  a  positive 
fact ;  I  do  happen  to  know  this — 

MR.  FITZGERALD:  That  is  all. 

THE  WITNESS:  Let  me  finish. 

I  do  happen  to  know  this,  that  Mr.  Jones  has — I  have 
been  his  attorney  for  some  years  and  he  is  the  principal 
beneficiary  of  his  sister’s  estate,  which  we  are  just  closing 
out,  that  consists  of  several  hundred  thousand  dollars  of 
cash  and  Government  bonds,  and  not  more  than  ninety 
days  ago  I  talked  to  Mr.  Jones  and  insisted  that  he  invest 
some  of  the  money  that  he  had  in  some  form  of  security, 
that  it  just  irked  my  frugal  soul  to  see  that  much  cash 
lying  around  uninvested  for  the  banks  to  utilize.  I  sug¬ 
gested  to  him  that  if  he  is  going  to  leave  the  cash 

2640  around  that  he  bring  it  up  to  St.  Louis  and  put  it 
in  one  of  the  banks  I  was  interested  in,  that  we 

would  be  glad  to  look  after  it  for  him. 

•  *  •  • 

2641  Q  Referring  to  exhibit  No.  9,  page  5,  do  you 
know  what  the  term  ‘adequate  acceptable  collateral’ 
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means  in  the  third  paragraph?  A  Well,  that  is  a  com¬ 
mon  term  used  by  banks  in  making  commitments  of  tins 
kind  over  a  future  period  of  time.  It  is  a  phrase  that 
ought  to  be  understood  because  it  is  in  such  common 
usage.  It  means  that  when  you  come  in  to  get  the  monby 
that  the  collateral  is  acceptable  to  the  bank  at  the  time 
that  it  is  offered. 

Q  You  would  expect  that  that  collateral  might  be  at 
least  aircraft.  A  Oh,  yes. 

Q  And  perhaps  something  more  than  that?  A  Per¬ 
haps,  yes. 

MR.  FITZGERALD :  That  is  all. 

BY  EXAMINER  WISER: 

Q  What  else  would  it  probably  be,  Mr.  Mattingly?  Do 
you  have  any  idea?  A  Well,  it  would  depend,  Mr.  Ex¬ 
aminer,  on  several  things.  If  it  were  to  be  a 
2642  straight  equipment  loan  it  would  depend  on  tne 
amount  of  the  loan,  and  in  reference  to  the  interest 
rate  at  the  time  of  the  loan,  and  the  period  of  time  for 
which  the  loan  was  made.  If  you  wanted  to  finance  more 
than  possibly  85  per  cent  of  the  value  of  the  equipment, 
or  a  longer  period, — I  mean,  if  you  wanted  to  finance 
more  than  85  per  cent  of  the  value  of  the  equipment, 
they  would  probably  want  some  additional  collateral, 
which,  of  course,  would  only  be  good  banking  practice, 
to  amply  collateralize  their  loans. 

•  *  *  * 

2648  Q  Are  you  able  to  testify  as  to  the  net  worth 
of  Mr.  Hamilton?  A  Yes.  Laddie  Hamilton  has  a 
net  worth  in  excess  of  $225,000. 

#  •  *  • 

2654  Redirect  Examination 

BY  MR.  BATCHELOR: 

Q  Mr.  Mattingly,  can  you  give  us  some  indication  pf 
your  net  worth?  A  I  would  rather  not  make  an  esfci- 
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mate  at  this  time  because  I  do  not  know;  I  have  some 
securities  that  fluctuate  with  the  market.  However,  I  can 
assure  you  that  my  net  worth  is  sufficient  to  take  up  the 
commitment  that  I  have  in  addition  to  the  cash  which  I 
have  hereby  provided;  and  inasmuch  as  there  seems  to 
be  some  doubt  about  the  ability  of  raising  money — 

EXAMINER  WISER:  I  do  not  know  whether  it  is 
doubt;  we  are  generally  trying  to  get  all  the  facts  on  the 
record. 

THE  WITNESS:  Yes,  sir. 

The  question  was  raised  as  to  the  difficulty  on  the  part 
of  some  of  these  feeders  to  raise  money.  At  the  last 
adjournment  that  I  had  when  I  went  back  to  St.  Louis, 
American  Bankers  Insurance  Company  of  Florida,  which 
we  formed  about  a  year  ago,  decided  to  increase  their 
capital  to  $200,000,  and  I  raised  that  over  the  weekend 
while  I  was  in  St.  Louis. 

I  have  had  connections  with  the  financing  of  several 
businesses,  some  of  which  have  extensive  bank  loans  and 
private  financing,  and  I  would  like  to  indicate  on  the 
record  that  it  seems  to  me  that  there  has  been  a  loosening 
of  the  money  market  and  money  is  a  little  more  available 
in  the  past  sixty  or  ninety  days  and  gives  indication  that 
it  will  continue  to  be  so. 

2655  BY  MR.  BATCHELOR : 

Q  I  believe  you  testified  that  you  had  an  in¬ 
terest  in  one  or  more  banks.  Would  you  state  what  banks 
those  are?  A  Well,  I  have  some  securities  of  the  Indus¬ 
trial  Bank  of  St.  Louis,  which  is  the  eighth  largest  bank 
in  Missouri ;  and  I  am  a  director  and  member  of  the  exec¬ 
utive  committee  of  the  Bank  of  Ferguson;  and  I  am  one 
of  the  three  directors  and  vice  president  of  the  Accounts 
Supervision  Company  and  the  Parliament  Loan  Company, 
which  are  in  a  similar  business  in  which  they  lend  money ; 
we  have  a  $2,000,000  open  account  with  the  Security  In¬ 
vestment  Company,  which  is  a  subsidiary  of  the  First 
National  Bank;  and  $180,000  with  the  Tower  Grove  Bank; 


103 


and  Parliament  has  $300,000  in  the  First  National;  100,000 
Manufacturers;  60,000  First  National  Lafayette,  Louis¬ 
iana;  50,000  with  the  Jefferson,  St.  Louis;  50,000  with  Fi¬ 
delity  National  Bank  of  Baton  Rouge;  50,000  with  [the 
Exchange  National  Bank  of  Tampa;  50,000  with  the  Flor¬ 
ida  Bank  of  Orlando. 

And  I  do  not  think  there  will  be  any  question  at  all,  if 
there  is  any  question,  about  the  ability  to  finance  this.  I 
will  be  glad  to  go  into  it  further  if  anyone  has  any  doubts 
about  it. 

•  •  •  • 

2664  Q  Which  means  that  he  has  an  investment  at 
original  cost  of  approximately  $180,000,  which  has 
appreciated  some  in  value.  A  I  am  not  in  position  to 
give  you  the  value  of  the  Druid  City  Lines,  although  I 
did  advise  him  that,  due  to  the  change  of  equipment  and 
the  change  in  the  operating  net  profit  that  I  thought  that 
in  the  event  of  a  sale  that  he  should  have  the  company 
re-appraised  before  selling  his  stock. 

•  •  •  • 

4550  OZARK  AIRLINES  INCORPORATED 
c/o  Arthur  G.  Heyne — Secretary-Treasurer 
Frisco  Building 
St.  Louis,  Missouri 
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4567  History  of  Ozark  Air  Lines 

Scheduled  Intrastate  Operation 

OZARK  AIR  LINES  was  incorporated  in  the  State  of 
Missouri  on  September  1, 1943  by  Laddie  Hamilton,  Barak 
T.  Mattingly  and  Floyd  Jones.  After  incorporation  Mr. 
Jones  disposed  of  his  interest  in  the  company  and  Arthur 
G.  Heyne  became  a  stockholder.  Ozark  was  incorporated 
for  $850,000  consisting  of  3,500  shares  of  One  Hundred 
($100.00)  Dollars  par  value  preferred  convertible  stock 
and  500,000  shares  of  One  ($1.00)  Dollar  par  value  com¬ 
mon  stock. 

Common  stock  in  the  amount  of  100,000  shares  was  sub¬ 
scribed  and  fully  paid  in  the  amount  of  $100,000.00. 

In  September  1944,  Ozark  employed  Mr.  J.  Brownlow 
Carl,  later  a  stockholder  in  the  company,  and  a  former 
member  of  the  Alabama  Aviation  Commission  as  manager 
and  began  operations  at  Springfield,  Missouri,  doing  char¬ 
ter  flying,  giving  flight  instruction,  trading 
J.  B.  Carl  in  used  airplanes  and  performed  miscel- 
MANAGER  laneous  passenger  flying  until  January, 
1945. 

In  December  1944,  Ozark  decided  to  begin  scheduled  in¬ 
trastate  passenger  and  cargo  operations.  A  careful  sur- 
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vey  of  potential  passenger  and  cargo  possibilities  for  in¬ 
trastate  operations  was  made.  On  January  10, 1945,  Ozark 
inaugurated  its  first  scheduled  intrastate  flight.  Sched¬ 
ules  were  set  up  to  serve  Springfield,  Rolla,  St.  Loujs, 
Columbia,  Kansas  City,  Clinton  and  return  to  Springfield. 
In  April  the  stop  at  Clinton  had  to  be  eliminated  because 
of  bad  landing  field  conditions  and  Warrensburg  was  sub¬ 
stituted.  Ft.  Leonard  Wood  was  added  as  a  flag  stop  and 
Rolla  and  Warrensburg  were  made  flag  stops. 

Ticket  offices  were  established  at  the  airport  terminal 
buildings  in  St.  Louis,  Kansas  City  and  Springfield. 

Operations  are  conducted  under  daylight  contact  condi¬ 
tions,  though  Ozark’s  planes  were  fully  equipped  for  in¬ 
strument  flight  and  its  pilots  were  rated  for  instrument 
operations. 

During  January  a  total  of  64  passengers  were  carried 
on  22  flights  and  a  steady  increase  in  passenger  traffic 
was  effected  each  month  after  the  commencement  of  oper¬ 
ations.  In  July  1945,  Ozark  carried  365  passengers  and 
in  August  395  passengers.  These  totals  do  not  include 
passengers  which  Ozark  carried  on  a  charter  basis.  Dur¬ 
ing  July  and  August  1945  Ozark  completed  approximately 
95%  of  its  schedule. 

An  extra  round  trip  schedule  was  put  in  daily  operation 
between  Springfield  and  Kansas  City  May  1,  1945  wi^h 
stops  at  Warrensburg  en  route. 

The  company  was  using  Beechcraft  F  17D,  five-place 
airplanes  for  its  operations.  These  planes  enabled  Ozaifk 
to  maintain  a  fast  schedule  and  operate  from  small  fields. 

Very  little  promotional  advertising  was  done  by  Ozarjr. 
Efforts  to  publicize  the  service  were  limited  to  spot  radio 
announcements  at  Springfield,  Rolla,  Columbia  and  War¬ 
rensburg  papers,  and  the  announcement  of  inauguration 
of  the  service  in  the  newspapers  and  changes  of  scheduled. 
Notwithstanding  the  lack  of  promotional  efforts  the  num¬ 
ber  of  passengers  carried  was  increased  1573 %  from  Jan¬ 
uary  to  August  and  Ozark  was  compelled  to  reject  272 
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passengers  because  of  lack  of  space,  cancellations  due  to 
bad  weather  or  because  the  passenger  desired  to  travel 
interstate.  No  interstate  passengers,  mail,  or  cargo  was 
carried  by  Ozark. 

Ozark ’s  equipment  was  overhauled  and  maintained  by 
Springfield  Flying  Service  of  Springfield,  Missouri,  which 
is  a  CAA  approved  repair  station.  It  satisfactorily  main¬ 
tained  all  of  Ozark ’s  equipment.  No  expense  was  spared 
in  the  maintenance  of  equipment  and  emphasis  was 
put  on  Safety,  Passenger  Comfort,  Economy  and  Effici¬ 
ency. 

4568  A  daily  operations  record  was  kept  on  each  air¬ 
plane.  Every  phase  of  operation  was  entered  in 
the  daily  operation  record  and  a  carbon 
DAILY  copy  of  this  record  was  sent  to  the  office 

OPERATION  at  the  close  of  business  each  day.  The 
RECORDS  original  daily  operation  sheet  remained 

with  the  airplane.  The  airplane  log  books 
were  posted  from  the  daily  operation  sheet.  The  opera¬ 
tion  record  showed  the  origin  of  each  flight,  destination, 
time  of  departure,  time  of  arrival,  elapsed  time,  miles 
flown,  number  of  passengers  enplaning  at  each  stop,  num¬ 
ber  of  passengers  between  each  stop,  passenger  hours, 
passenger  miles,  daily  time  on  the  airplane,  time  since 
major  overhaul,  time  since  100  hour  check.  The  engine 
time  was  shown  since  10  hours,  25  hours  and  100  hour 
checks,  since  top  overhaul,  major  overhaul  and  total  en¬ 
gine  time. 

Ozark’s  pilots  were  carefully  picked  on  the  basis  of 
experience,  ability  and  safe  operation  records.  Each  of 
Ozark’s  pilots  were  rated  for  instrument  flight,  though 
only  daylight  contact  operations  were  involved.  This  pro¬ 
vided  additional  passenger  safety  in  the  event  unforeseen 
weather  conditions  were  encountered  en  route.  Each  pilot 
was  checked  at  regular  intervals  and  every  possible  ef¬ 
fort  made  to  maintain  pilot  efficiency  and  uniformity  of 
operation.  Ozark’s  pilots  were  rated  on  twin-engine  air¬ 
craft. 
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Ozark  realized  that  for  a  feeder  type  operation  every 
possible  economy  consistent  with  efficient  service  must  |be 

effected.  All  possible  ground  overhead 
STREAMLINED  was  eliminated.  There  will  be  no  du- 
MANAGEMENT  plications  in  ticket  offices  but  offiqes 

will  be  maintained  at  all  airpoifts 
served,  unless  it  is  otherwise  determined  that  in  some  k)f 
the  smaller  traffic  producing  towns  a  local  office  is  not 
necessary.  No  downtown  ticket  offices  will  be  maintained 
however. 

A  simple  reservation  plan  was  developed  by  OzaVk 
which  permitted  considerable  savings  in  long  distance  tele¬ 
phone  calls.  All  space  on  all  flights  was  controlled  through 
Kansas  City,  St.  Louis  and  Springfield.  The  direction  of 
travel  determined  the  point  at  which  space  was  controlled. 
For  example,  space  from  Springfield  to  Kansas  City  w^s 
controlled  at  Springfield.  Space  from  Kansas  City  to  St. 
Louis  "was  controlled  at  Kansas  City.  And  space  frotm 
St.  Louis  to  Springfield  was  controlled  at  St.  Louis. 

In  the  opposite  direction  the  control  points  were  re¬ 
versed:  St.  Louis  was  held  at  Springfield,  Kansas  Cijy 
space  was  held  at  St.  Louis  and  Springfield  space  was 
held  at  Kansas  City. 

For  handling  reservations  Ozark  provided  a  white  slip 
for  reouesting  space  and  a  pink  slip  for  cancellations. 
When  the  pilot  left  each  point  on  his  route  he  picked  up 
the  white  slips  and  carried  them  to  the  control  point 
where  the  request  was  entered  on  a  diagram.  If  spatie 
was  not  available  the  slip  was  returned  to  the  point  of 
origin  on  the  next  flight  with  advice  that  there  was  rio 
space  available.  Tf  time  was  too  short  to  permit  return 
of  the  slip,  the  passenger  was  advised  by  phone. 

Where  late  requests  were  made  and  sufficient  time  was 
not  allowed  for  confirmation  in  the  usual  manner,  re¬ 
quests  were  handled  by  phone. 

4569  At  intermediate  and  flag  stops  tickets  were  sold 
by  the  pilot.  At  Springfield,  Kansas  City  and  St. 
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Louis  tickets  were  sold  at  the  ticket  offices.  Daily  re¬ 
ports  from  each  of  these  offices  were  sent  to  Springfield 
for  auditing  and  entering  on  the  company’s  books  there. 

The  reservation  slip  showed  passengers  name,  address, 
phone  number,  amount  of  baggage,  point  of  origin,  desti¬ 
nation,  date  of  intended  departure  and  flight  number. 

Standard  air  express  rates  were  charged  for  express. 
Interstate  express  or  cargo  was  consistently  rejected  and 
no  effort  was  made  to  develop  air  cargo,  though  a  small 
amount  of  intrastate  cargo  was  handled. 

About  September  1,  Ozark  replaced  its  F17D’s  with 
twin-engine  Cessna  C-78’s.  Though  die  Cessna’s  had  no 
greater  passenger  capacity  than  the  Beech’s,  they  could 
handle  additional  baggage  or  cargo. 

Passengers  were  well  pleased  with  the  service  pro¬ 
vided  by  Ozark  and  many  of  them  were  regular  customers. 
Requests  for  reservations  were  made  in  some  instances 
as  far  as  thirty  days  in  advance. 

Officers  of  Ozark  Airlines,  Inc.,  for  a  very  long  time 
had  fully  realized  and  been  aware  of  the  tremendous  pub¬ 
lic  need  for  scheduled  feeder  or  local  airline  service. 
When  the  Civil  Aeronautics  Board  indicated  feeder  air¬ 
line  hearings  would  start,  Ozark  Airlines,  Inc.,  was 
formed  in  September,  1943,  as  the  outgrowth  of  its  officers 
long  standing  desire  to  meet  the  public  need  in  the  area 
under  consideration  for  feeder  airline  service. 

It  was,  and  still  is,  the  belief  of  Ozark’s  stockholders 
that  only  by  actual  operations  could  the  true  picture  and 
characteristics  of  a  feeder  airline  operation  be  adequately 
determined. 

From  the  results  of  Ozark’s  actual  feeder  airline  oper¬ 
ations  and  the  studies  and  data,  it  is  obvious  that  the 
type  of  service  proposed  herein  is  direlv  needed,  now,  by 
the  public  and  that  such  service  will  not  be  a  burden  on 
the  United  States  Treasury. 

The  principal  aim  of  Ozark  Airlines  is  to  give  conveni¬ 
ent,  frequent,  and  safe  feeder  airline  and  (or)  local  air 
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service  at  a  fair  cost  to  the  area  herein  proposed,  fur¬ 
ther,  to  give  this  type  of  service  to  the  smaller  communi- 
ties  in  this  area  and  connecting  them  not  only  with  tnem- 
selves  but  with  their  major  trading  centers  and  metropoli¬ 
tan  centers.  In  addition  it  is  Ozark’s  desire 
LOCAL  to  give  the  public,  business  organizations  and 
SERVICE  all  others  living  in  the  metropolitan  centers 
air  service  to  smaller  communities  in  and  be¬ 
yond  their  trade  areas.  If  and  when  such  an  operation  is 
inaugurated  in  its  entirety  as  herein  proposed  in  detail, 
it  is  the  position  of  this  applicant  that  such  will  be  of 
great  benefit  to  all  points  of  populations  involved  both 
directly  and  indirectly  in  the  development  of  their  relig¬ 
ious,  cultural  and  economic  life. 

Ozark’s  position  is  that  an  operator  of  a  feeder  airline 
system  should  be  well  qualified  and  experienced.  That 
he  should  have  actual  operational  experience  as  near  like 
those  that  he  will  encounter  on  a  scheduled  inter-state 
feeder  operation  as  equipment  and  other  factors  will  al¬ 
low.  It  is  the  further  position  of  Ozark  that  a  feeder 
airline  operator  should  be  independent,  well  qualified  and 
have  sufficient  finances  in  such  sums  as  to  assure  the  Civil 
Aeronautics  Board  that  funds  are  at  hand  to  assure  a 
safe  and  capable  operation  at  all  times. 

4570  Other  important  items  considered  by  officers  of 
Ozark  in  the  selection  of  the  routes  were: 

1.  The  Public  Need  and  Public  Convenience  of  the 
routes  based  on  their  eminent  knowledge  of  the  area  to 
be  served,  the  economic  life  and  the  flow  of  traffic. 

2.  The  cost  of  such  an  operation  to  the  Federal  Orov- 
emment. 

3.  The  Postal  and  express,  cargo  needs  of  the  area  and 
points  involved. 

4.  The  benefits  that  might  be  derived  from  such  an 
operation  by  Ozark  Airlines  over  a  long  period  of  time. 

Coupled  with  these  factors  long  consideration  was  given 
to  the  matter  of  setting  up  a  system  of  feeder  or  local 
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airlines  that  would  be  “ saleable”  to  the  traveling  public 
in  the  post  war  period  where  competition  can  be  expected 
to  be  keen  from  bus,  railroad  and  private  cars.  Serious 
thought  was  given  to  the  matter  of  offering  service  to  the 
maximum  number  of  people  at  the  lowest  possible  cost 
and  at  the  same  time  setting  up  a  “practical”  operation 
from  the  applicant’s  standpoint. 

4572  Plan  of  Operation  for  Ozark  Airlines,  Inc. 

Principal  operational  and  administrative  base  and 
headquarters  of  Ozark  Airlines,  Inc.  will  be  located  at 
St.  Louis,  Missouri.  St.  Louis  is  ideally  located  for  such 
a  base  to  serve  the  proposed  routes.  It  is  very  near  the 
geographical  center  of  the  area  to  be  served  and  will  in¬ 
sure  the  maximum  number  of  completed  schedules,  should 
weather  conditions  on  the  northern  routes  be  unflyable,  in 
most  cases,  it  will  still  be  possible  to  serve  the  southern 
and  western  routes.  Adequate  hangar  facilities  are  avail¬ 
able  at  St.  Louis  and  Ozark  plans  to  establish  complete 
overhaul  shops  and  service  facilities  for  the  proper  main¬ 
tenance  at  all  times  of  all  aircraft. 

Ozark  has  found  in  its  previous  intra-state  operation  in 
Missouri  that  the  type  of  operation  herein  proposed  will 
require  the  applicant  to  have  its  own  shop  facilities. 
Based  on  experience,  it  is  the  applicants’  opinion  that  to 
rely  on  other  methods  or  means  of  maintenance  would  not 
be  in  the  best  interest  of  the  public  or  the  applicant,  and 
Ozark  plans,  if  and  when,  the  Board  grants  Ozark  a 
Certificate,  that  all  the  applicant’s  aircraft,  engines,  pro¬ 
pellers,  instruments,  radio  and  accessories  will  be  majored, 
inspected,  overhauled  and  repaired  at  their  St.  Louis  base. 

Ozark  airlines  desires  to  state  that  at  all  times  it  will 
follow  to  the  letter  all  applicable  rules  and  regulations 
set  forth  by  the  CAB  or  the  CAA  in  regard  to  operational 
matters,  traffic  matters  and  all  other  phases  of  such  an 
operation  as  the  CAA  and  the  CAB  have  jurisdiction 
over. 
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The  experimental  intra-state  operation  of  Ozark  has 
already  shown  the  CAA  that  the  company  is  * ‘  most  will¬ 
ing”  to  follow  all  rules  and  regulations  “to  the  letter”. 


SCHEDULES: 

In  considering  schedules  of  any  feeder  or  local  air  serv¬ 
ice  operation  it  is  necessary  to  consider  several  factors 
that  have  a  bearing  on  the  number  of  schedules  and:  de¬ 
parture  and  arrival  times.  Therefore,  certain  facts  about 
the  proposed  schedules  are  pointed  out  which  have  a  tear¬ 
ing  on  the  details  of  the  operational  plan. 

Two  daily  round  trip  schedules  over  all  routes  are  pro¬ 
posed  during  the  first  year  of  operation.  Generally  these 
are  morning  and  afternoon  schedules.  In  laying  out  the 

proposed  schedules  major  considera- 
TWO  DAILY  R.T.  tion  was  given  to  setting  up  sched¬ 
ules  which  would  serve  and  connect 
with  the  most  number  of  incoming  or  outbound  schedules 
(which  ever  the  case  may  be)  in  relation  not  only  to 
schedules  of  existing  airlines  but  also  those  of  rail,  bus 
and  star  routes.  At  the  same  time  the  schedules  ari  so 
designed  as  to  allow  the  business  man  in  the  smaller  tpwn 
to  go  to  Na  terminal  point  or  trade  center,  leaving  early 
in  the  morning  and  returning  to  his  home  late  the  s^me 
day.  It  is  Ozark’s  position  that  such  an  arrangement  of 
schedules  is  a  “must”  wherever  practical. 

In  addition,  every  consideration  was  given  to  the  mat¬ 
ter  of  so  arranging  schedules  that  Ozark  could  leave  their 
respective  terminal  points  in  the  morning  with  the  passen¬ 
gers,  mail  and  cargo  that  had  collected  over  night  at  said 
point  and  fly  the  same  to  their  respective  destinations 
along  the  routes  of  Ozark.  Paralleling  this  same  princi¬ 
pal  is  Ozark’s  proposal  on  its  schedules  to  so  time  their 
arrival  at  big  city  terminal  points  as  late  in  the  day  as 
practical  so  that  mail,  passengers  and  cargo  brought  to 
the  terminal  in  the  late  afternoon  or  early  evening  can 
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make  connections  over  major  trunk  line  air  carriers  to 
points  beyond  out  over  the  nation. 

4573  It  is  the  experience  of  Ozark  Airlines  in  our  pre¬ 
vious  intra-state  operation  that  the  business  man, 
either  in  the  larger  city  going  to  an  intermediate  point,  or 
a  business  man  in  a  smaller  point  going  to  a  large  city 
for  a  days  business,  desires  to  leave  early  in  the  morning 
and  return  to  his  home  late  the  same  day.  All  of  these 
factors  were  carefully  and  expertly  weighed  by  officers  of 
Ozark  Airlines  in  setting  up  the  schedules  herein  pro¬ 
posed  as  set  forth  in  this  application. 

The  schedules  as  submitted  by  the  applicant  solve  the 
great  majority  of  these  variable  factors  in  practically  all 
cases  to  such  an  extent  that  the  passenger  will  arrive 
at  his  destination  in  a  shorter  time  than  he  can  by  rail, 
bus  or  private  car,  and,  in  some  cases,  faster  than  exist¬ 
ing  air  service. 

In  regard  to  mail,  it  has  been  shown  by  All  American, 
that  although  some  of  the  outlying  points  that  of  neces¬ 
sity  will  have  an  early  afternoon  departure  due  to  their 
distance  from  a  terminal  point,  that  local  business  men 
and  organizations  soon  become  educated  to  the  departure 
times  of  schedules  and  post  their  mail  earlier  in  the  day 
so  that  such  mail  will  be  moved  during  the 
AIR  MAIL  night  beyond  the  terminal  point  by  a  major 
carrier.  Such  a  proven  fact  by  All  Ameri¬ 
can  is  an  important  consideration. 

EXECUTIVES  OF  OZARK: 

No  doubt  the  Board  will  look  closely  at  the  business 
background  of  officers  of  any  new  feeder  or  local  airline 
company.  Ozark  Airlines  is  of  the  opinion  that  the 
business  success  of  its  officers  and  their  background  in 
the  transportation  field  is  outstanding  and  more  than 
enough  to  justify  the  Board  placing  in  them  the  public 
trust  that  a  Certificate  of  Convenience  and  Necessity 
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from  the  Board  carries  with  it  to  the  public  and  the 
government. 

Ozark  Airlines,  Inc.,  shall  be  run  and  operated  under 
policies  laid  down  by  the  company’s  Board  of  Directors 
and  those  set  forth  by  the  Civil  Aeronautics  Board. 

There  follows  the  list  of  officers  of  Ozark  Airlines,  In 

PRESIDENT 

Laddie  H.  D.  Hamilton — 

Laddie  Homer  Dale  Hamilton,  President  of  Ozark  Air¬ 
lines,  was  born  June  28,  1910  at  Fowler,  Kansas.  He 
was  educated  in  the  public  schools,  Dodge  City,  Kansas. 
In  1919  his  family  moved  to  south  Missouri  where  his 
father  was  connected  with  the  Frisco  Railroad.  In  1926, 
Mr.  Hamilton  returned  to  Dodge  City  where  he  was  em¬ 
ployed  as  manager  of  the  Service  Department  of  the 
Carl-Fay  Motor  Company  until  1931,  at  which  time  he 
returned  to  south  Missouri  where  he  purchased  a  garage 
and  successfully  operated  the  same  until  July,  1934. 

In  1934,  Mr.  Hamilton  joined  the  staff  of  Mo  Ark  Coach 
Lines  of  Springfield,  Missouri,  as  a  motor  coach  oper¬ 
ator.  In  January,  1936  he  was  sent  to  Florence,  Ala¬ 
bama,  as  maanger  of  the  southern  lines  of  the  MoAr|c 
Trailways  in  which  capacity  he  was  employed  until  fie 
purchased  the  Dixie  Coaches,  Inc.  bus  lines  in  1937. 

Dixie  Coaches  bus  line  operated  inter-state  serving  M 
bile,  Tuscaloosa,  Florence,  and  Birmingham,  Alabama, 
and  Columbus,  Mississippi,  with  headquarters  at  Tusca¬ 
loosa,  Alabama.  At  the  time  Mr.  Hamilton  purchased 
the  Dixie  Coaches,  the  company  was  in 
EMPLOYEE  bankruptcy,  and  in  just  a  few  months, 
TO  due  to  hard  work,  business  skill,  ingenuity 

OWNER  and  skillful  management  of  Mr.  Hamilto 
this  company  was  soon  operating  at 
profit  with  all  new  buses  to  replace  the  worn  out  equip 
ment  and  a  substantial  raise  for  all  employees.  Due  t< 
Mr.  Hamilton’s  mechanical  ability,  Dixie  Coaches  soot 
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became  a  most  important  link  in  the  bus  tranportation 
system  of  its  area,  and  in  1942,  Mr.  Hamilton  sold  this 
company  to  the  Southeastern  Greyhound  Lines  of  Lex¬ 
ington,  Kentucky,  in  whose  employ  he  remained  as  Re¬ 
gional  Manager  of  the  Tuscaloosa  Division.  He  resigned 
in  1946  to  devote  his  full  time  to  his  aviation  interests 
in  Ozark  Airlines,  Inc.  and  Dixie  Air,  Inc. 

4574  Throughout  Mr.  Hamilton’s  career,  he  has  been 
intensely  interested  in  aviation,  and  received  his 
first  pilot’s  license  at  the  Municipal  Airport,  Kansas  City, 
Missouri,  in  1928.  He  now  holds  a  commercial  pilot’s 
license  with  instructor  ratings,  and  at  the  beginning  of 
the  war,  when  there  was  a  serious  shortage  of  instructors, 
Mr.  Hamilton  devoted  half  of  each  day  as  a  flight  in¬ 
structor  for  the  Alabama  Institute  of  Aeronautics,  while 
devoting  the  other  half  to  managing  his  business.  Mr. 
Hamilton  continued  his  instruction  work  for  a  year,  until 
there  were  enough  instructors  to  take  care  of  his  stu¬ 
dents. 

In  May,  1945,  Mr.  Hamilton,  with  two  associates,  pur¬ 
chased  the  lease  and  equipment  of  the  Alabama  Institute 
of  Aeronautics  at  Tuscaloosa,  Alabama,  which  is  located 
on  Van  de  Graaff  Field,  and  at  this  time  is  engaged 
in  operating  a  growing  concern  known  as  Dixie  Air,  Inc. 
This  company  has  the  agency  for  several  popular  air¬ 
planes  and  has  put  in  an  up-to-date  parts  and  supply 
stock,  and  is  engaged  in  the  rebuilding  and  maintenance 
of  aircraft.  Dixie  Air,  Inc.  has  a  large  number  of  flying 
students  and  is  also  operating  an  approved  CAA  Mechan¬ 
ics’  School  for  veterans  and  non-veterans. 

Mr.  Hamilton  has  long  been  prominent  in  church,  civic, 
and  social  activities.  He  is  an  active  member  of  the 
First  Methodist  Church  at  Tuscaloosa  where  he  served 
as  a  member  of  the  Board  of  Stewards  for  two 

years.  He  has  served  as  Director 
CIVIC  OFFICES  and  Vice-President  of  the  Tuscaloosa 

Junior  Chamber  of  Commerce  and 


115 


past  chairman  of  the  Aviation  Committee  of  the  Tusca¬ 
loosa  Senior  Chamber  of  Commerce.  He  is  a  member 
of  the  Shrine,  and  is  affiliated  with  Zamora  Temple  of 
Birmingham. 

He  was  married  in  1933,  and  is  the  father  of  tjwo 
children,  a  daughter  age  ten  years,  and  a  son  age  six. 

VICE-PRESIDENT— In  Charge  of  Traffic  Affairs 

Joseph  Brownlow  “Doc* 1  Carl — 

Mr.  Carl  is  at  present  the  President  and  General  Man¬ 
ager  of  Dixie  Air,  Inc.,  Tuscaloosa,  Alabama. 

He  was  born  on  October  16,  1904  at  Pulaski,  Tennessee, 
of  American  born  parents  and  educated  in  the  Decatur 
Public  and  High  Schools.  He  completed  his  Pharma¬ 
ceutical  Education  at  Macon,  Georgia  in  1924. 

He  became  interested  in  flying  in  1934,  and  obtained 
his  first  license  in  1937,  and  now  holds  commercial  license 
No.  49016  with  instructor’s  ratings.  At  the  beginning 
of  World  War  II,  due  to  shortage  of  instructors,  Mr. 
Carl  took  a  full  time  job  with  the  Alabama  Institute  of 
Aeronautics,  which  was  operating  an  army  primary  flight 
school,  and  instructed  for  a  period  of  twelve  months  until 
sufficient  instructors  could  be  trained. 

Being  interested  in  mechanics,  Mr.  Carl  obtained 
dealership  for  a  well  known  line  of  motor  boats  and 
perimented  with  several  racing  models. 

He  is  past  president  of  the  Tuscaloosa  Merchants  Bu¬ 
reau;  was  Chairman  of  Aviation  Commission  of  Tusca¬ 
loosa  Chamber  of  Commerce,  and  was  Vice-President  pf 
the  Tuscaloosa  Senior  Chamber  of  Commerce,  but  re¬ 
signed  this  office  due  to  duties  imposed  by  instructing  air 
cadets  during  the  day  and  operating  his  business  kt 
night.  He  is  a  member  of  Zamora  Temple  Shrine, 

Birmingham,  Alabama  arid 
ACTIVE  IN  AVIATION  was  a  member  of  the  State 
CIVIC  MATTERS  Aviation  Commission  of  A1 

bama  until  his  resignation 
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1944,  when  he  resigned  to  move  to  Missouri  as  opera¬ 
tions  manager  of  the  Ozark  Airlines-  He  is  a  member 
of  the  First  Methodist  Church,  Tuscaloosa,  Alabama. 

Mr.  Carl  organized  a  unit  of  the  Civil  Air  Patrol  at 
Tuscaloosa,  and  served  as  its  commanding  officer,  spend¬ 
ing  considerable  money  and  time  in  building  up  this 
squadron,  which  at  one  time,  was  considered  one  of  the 
best  trained  and  drilled  units  in  the  state  of  Alabama. 

In  May,  1945  Mr.  Carl,  with  Mr.  Hamilton  and  Mr. 
Ray  Collin,  purchased  the  assets  and  leases  of  the  Ala¬ 
bama  Institute  of  Aeronautics  at  Tuscaloosa,  Alabama. 
It  is  now  operating  as  Dixie  Air,  Inc.,  a  going  business 
engaged  in  training  students  and  in  the  rebuild- 
4575  ing  and  selling  of  airplanes.  In  December,  1945, 
Mr.  Carl  returned  to  Tuscaloosa  to  take  over  the 
active  managership  of  Dixie  Air,  Inc. 

In  1925,  Mr.  Carl  was  married  to  Louise  Young  of 
Alabama.  They  have  one  son,  William  Lee,  age  24,  who 
served  as  an  aerial  gunner  in  the  U.  S.  Navy  during 
World  War  H. 

Mr.  Carl  set  up  and  personally  supervised  the  entire 
experimental  intra-state  operations  that  Ozark  Airlines 
conducted  in  Missouri.  He  personally  selected  the  air¬ 
planes  and  supervised  the  rebuilding  of  the  airplanes, 
and  the  majoring  of  the  engines.  The  excellent  safety 
record  of  Ozark,  which  never  had  any  passenger  involved 
in  any  kind  of  an  accident  and  the  outstanding  safety 
record  of  Dixie  Air,  which  has  operated  an  intensive 
training  and  flight  program  since  May,  1945,  is  attributed 
to  the  careful  supervision  and  operational  *  *  know  how” 
of  Mr.  Carl  and  Mr.  Hamilton.  From  May,  1945,  until 
October,  1948  Dixie  Air  operated  an  average  of  1400 
hours  per  year  on  a  training  program,  and  in  all  this 
time  never  lost  an  airplane  or  had  a  student  injured  in 
any  manner.  The  operation  of  Dixie  Air  has  been  re¬ 
ferred  to  by  many  insurance  companies  as  an  out¬ 
standing  model  operation  from  the  standpoint  of  safety. 
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VICE-PRESIDENT— Legal 

Barak  T.  Mattingly — 

Mr.  Mattingly  was  born  at  St.  Louis,  Missouri,  on 
March  15,  1901.  He  was  educated  in  the  Benton  Puplic 
School,  1907-1912;  Rensselaer  Academy,  1912-1914;  Mar¬ 
vin  College,  Fredericktown,  Md.,  1914-1917 ;  St.  Louis 
University,  1920-1921 ;  and  City  College  of  Law,  1921-1924. 
He  holds  the  following  degrees :  B.A.,  LL.B.,  and  LL.M. 

His  military  experiences  are  as  follows : 

Private,  96th  Co.,  6th  Regiment,  U.  S.  Marine  Corps., 
2nd  Division  A.  E.  F.,  4/27/17  to  7/14/19.  Wounded  in 
action.  Decorated.  Past  Commander,  Fred  W.  Stockham 
Post  of  the  American  Legion,  Past  Chairman  of  the  Com¬ 
manders  Conference  of  the  American  Legion,  Past  Presi¬ 
dent  of  the  Second  Division  Associa- 

MILITARY  tion,  and  former  Judge  Advocate  of 
BACKGROUND  the  Purple  Heart,  Vice-Chairman,  Sol¬ 
diers’  Memorial  Committee,  Member 
National  Defense  Committee  of  the  American  Legion. 

Mr.  Mattingly  is  a  member  of  the  Presbyterian 
church  of  St.  Louis,  Mo. 

He  began  his  business  career  as  a  lawyer  in  1924, 


and  has  been  in  general  practice  of  law  ever  since,  pe 
is  senior  member  of  the  well  known  legal  firm  Mattingly, 
Berthold,  Jones  &  Richards.  He  is  Vice-President  and 
Director  of  the  St.  Louis  Bachelor  Laundry;  Vice-Presi¬ 
dent  of  Ozark  Airlines,  Inc.,  St.  Louis,  Mo.,  a  director  of 
Central  Hospital,  St.  Louis,  Mo.,  and  a  director-at-large 
of  National  Rivers  and  Harbors  Congress. 

Mr.  Mattingly  was  chairman  of  the  Missouri  State  Re¬ 
publican  Committee  from  1937  to  1939.  He  is  a  member 
of  the  Republican  National  Committee  now  and  has  been 
since  1940. 

He  is  a  member  of  the  American  Legion,  Second  Di¬ 
vision,  Order  of  the  Purple  Heart,  Missouri  Lodge  No  1, 
A.  F.  &  A.  M.,  Scottish  Rite  and  Shrine,  Forty  and  Eight, 
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Lawyers  Association,  St.  Louis  Bar  Association,  Ameri¬ 
can  Bar  Association,  American  Judicature  Society,  Civil 
Aeronautical  Association,  and  Sunset  Country  Club. 

Mr.  Mattingly  was  married  to  Melba  Schmidt  on  De¬ 
cember  30,  1922. 

4576  SECRET  ARY -TREASURER: 

Arthur  G.  Heyne — 

Arthur  G.  Heyne  was  bom  at  St.  Louis,  Missouri,  on 
August  6,  1898  of  American  born  parents.  Both  paternal 
and  maternal  grandfathers  fought  in  the  Union  Army 
during  the  Civil  War. 

Mr.  Heyne  was  educated  in  the  public  elementary 
and  high  schools  of  St.  Louis,  Mo.  He  was  graduated 
from  St.  Louis  University  Law  School  in  June,  1925, 
receiving  the  LL.B.  degree.  He  passed  the  bar  exam- 
nation  and  was  admitted  to  the  bar  in  the  State  of 
Missouri  on  April  14, 1924. 

Prior  to  matriculation  at  St.  Louis  University,  Mr. 
Heyne  was  first  employed  as  a  general  office  worker  at 
Banner  Buggy  Co.,  and  later  at  Peters  Branch,  Inter¬ 
national  Shoe  Co.,  both  of  St.  Louis.  He  became  a  jour¬ 
neyman  tool  and  die  maker  and  machinist,  employed  by 
such  firms  as  Davis  Boring  Tool  Co.,  Lewis  Felling  Ma¬ 
chine  Co.,  Wagner  Electrical  Co.,  and  Measuregraph  Co., 
all  of  St.  Louis.  He  also  worked  on  experimental  models 
and  tools  in  the  last  three  mentioned  establishments. 

Mr.  Heyne  enlisted  in  the  United  States  Army  and 
served  in  the  Army  Air  Corps  during  World  War  I  until 
honorably  discharged  in  December,  1918. 

He  was  associated  with  the  Circuit  Clerk  of  the  City 
of  St.  Louis  for  a  period  of  twelve  years,  being  in  charge 
of  all  clerks,  numbering  seventy-four,  as  well  as  all  record 
work  in  the  transcript  department,  and  worked  in  close 
conjunction  and  cooperation  with  the  Judges  of  the  Eight 
Judicial  Circuit  of  Missouri  in  the  formation  and  record¬ 
ing  of  decrees  and  judgments. 
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He  entered  the  active  practice  of  law  in  January,  1935, 
and  established  offices  in  the  Federal  Commerce  Trust 
Building,  St.  Louis,  Mo.  associated  with  former  Judge 
Hiram  N.  Moore,  Emmett  Golden,  former  Alderman  of 
the  City  of  St.  Louis,  and  George  T.  Meyer. 

Mr.  Heyne  has  served  as  director  and  secretary  of  the 
Carlstrom  Foods,  Inc.  of  St.  Louis,  a  wholesale  food  distrib¬ 
uting  company  for  a  number  of  years.  He  served  one  year 
as  secretary  of  the  B-I  Beverage  Co.,  a  corporation,  bring 

the  parent  organization  in  St.  Louis.  At 

BUSINESS  present  Mr.  Heyne  is  a  director  ftnd 
ACTIVITIES  secretary  of  the  Federal  Building  Clean¬ 
ers,  Inc.,  of  St.  Louis;  director  and  sec¬ 
retary  of  the  National  Matrix  Service,  Inc.,  of  St.  Louis; 
director  and  secretary  of  the  Dewey  Realty  Co.,  a  cor¬ 
poration  of  St.  Louis;  treasurer  of  the  Ozark  Airlines, 
Inc. 

In  June,  1941,  Mr.  Heyne  was  appointed  by  the  Efon. 
Forrest  C.  Donnell,  Governor  of  Missouri,  as  Chairman 
and  member  of  the  Athletic  Commission  of  the  State  of 
Missouri. 

He  holds  membership  in  the  St.  Louis  and  Missouri 
Bar  Associations,  and  is  a  founder,  past  officer  and  mem¬ 
ber  of  the  John  Marshall  Club  of  the  city  of  St.  Louis. 

He  is  a  member  of  many  years  standing  of  St.  Johjn’s 
Evangelical  and  Reformed  Church  and  served  as  secretary 
in  the  Brotherhood  organization  of  said  church  for  a  mem¬ 
ber  of  years.  He  was  twice  elected  for  three-year  periods, 
and  is  still  serving  as  trustee  of  the  St.  John’s  Evan¬ 
gelical  Cemetery  Board,  being  in  charge  and  control  of 
all  matters  and  things  pertaining  to  said  cemetery,  as 
well  as  the  physical  property  and  investment  of  fuuds 
which  are  now  in  excess  of  $100,000.00.  In  1945  ijlr. 
Heyne  was  elected  delegate  of  said  church  to  the  Mis¬ 
souri  Valley  Synod  of  the  Evangelical  and  Reformed 
Churches. 

4577  He  is  a  member  of  the  Beacon  Lodge  #3  of 
the  A.  F.  &  A.  M.  a  Masonic  Lodge  in  the  city 
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of  St.  Louis,  and  has  served  as  a  member  of  the  in¬ 
vestigating  committee  of  said  lodge  for  some  time;  mem¬ 
ber  of  the  Alhambra  Grotto  of  the  Supreme  Council 
M.  0.  V.  P.  E.  R.  of  the  City  of  St.  Louis;  member  in 
good  standing  of  the  Scottish  Rite.  He  is  a  Shriner, 
member  of  Mooah  Temple,  A.  A.  0.  N.  M.  S.  of  St.  Louis. 

Mr.  Heyne  has  been  a  member  of  the  Fred  W.  Stock- 
ham  Post  No.  245  of  the  American  Legion  since  1922. 
He  is  also  a  member  of  Coiture  Local  No.  38,  La  Societe 
Des  40  Hommes  et  8  Chevaux. 

Mr.  Heyne ’s  aviation  background  is  that  of  service 
with  the  Army  Air  Corps  of  the  United  States  during 
and  immediately  after  World  War  I,  and  continued  active 
interest  in  aviation  development  since  that  time,  demon¬ 
strated  by  close  association  with  men  actively  engaged 
in  aircraft  industry,  and  most  outstanding  of  these  being 
the  late  Walter  J.  Moulder,  director  of  quality  in  the 
Curtiss- Wright  Corporation,  whose  long  association  with 
the  aviation  industry  is  well  known  throughout  the  coun¬ 
try.  He  has  also  made  numerous  observation  flights  in 
privately  owned  planes.  He  is  air-minded,  as  evidenced 
by  his  consistent  use  of  commercial  airlines  whenever  pos¬ 
sible,  for  business  purposes. 

Mr.  Heyne  was  married  September  6,  1922,  has  two 
daughters,  Geraldine  E.,  22  years  of  age  and  Shirley  J., 
20  years  of  age. 

Mr.  Heyne  resides  at  4620  Carrie  Avenue,  St.  Louis, 
Missouri. 

EXECUTIVES  AND  DEPARTMENT  HEADS: 
PRESIDENT: 

The  president  shall  be  in  charge  of  the  overall  opera¬ 
tion  of  Ozark  Airlines,  Inc.  He  shall  carry  out  the  poli¬ 
cies  laid  down  by  the  Board  of  Directors.  He  shall  con¬ 
stantly  strive  to  improve  Ozark’s  service.  He  will  pay 
particular  attention  to  all  costs  of  operation  and  safety 
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measures.  He  shall  direct  the  company’s  work  in  re¬ 
lationship  to  the  public  as  a  whole.  He  shall  consult 
frequently  with  all  department  heads  in  his  constant 
effort  to  improve  Ozark’s  service  to  the  public,  its  opera¬ 
tion  and  general  activities.  He  will  devote  considerable 
time  to  ways  and  means  to  originate  new  business  in  re¬ 
lationship  to  mail,  passengers  and  cargo.  He  will  be  tfye 
directing  head  of  the  company. 


VICE-PRESIDENT— Traffic 

Ozark’s  Vice-President  in  charge  of  traffic  shall  be  re¬ 
sponsible  for  all  traffic  matters.  He  will  carry  out  the 
policies  of  the  President  and  devote  his  entire  time  to 
the  traffic  matters.  His  chief  functions  and  duties  will  be 
those  that  deal  directly  with  originating  traffic.  He 
will  also  be  responsible  for  the  recruiting, 

MASS  training,  organizing,  and  supervising  of 

SELLING  traffic  employees.  He  will  have  charge  of 
ticket  sales,  advertising  and  promotion  of 
passenger  traffic,  airmail  and  cargo  work  in  relation 
to  developing  new  business.  He  will  develop  selling 
methods,  which  will  appeal  to  the  “masses”  in  re¬ 
gard  to  selling  the  service  of  Ozark  Airlines.  He  will 
direct  a  very  extensive  advertising  campaign  pointed  at 
originating,  not  only  passenger  traffic,  but  mail  and  cargo 
business.  It  is  Ozark’s  belief  that  revenue  from  cargo 
can  be  developed  into  a  major  source  of  revenue. 

Ozark’s  sales  plan  for  developing  traffic  will  be  very 
thorough.  The  reservation  plan  in  regard  to  tickets  will 
be  used.  Ozark  has  learned  from  its  scheduled  intra-stat^ 
operations  that  a  simplified  reservation  plan  will  be  of 
great  convenience  to  the  public  with  certain  modification^ 
f  rom  the  plan  used  on  Ozark  routes,  if  such  is  apf 
proved  by  the  CAB. 
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4578  VICE-PRESIDENT— Legal: 

The  Vice-President  shall  take  over  the  duties 
of  the  president  in  his  absence.  He  shall,  wherever  pos¬ 
sible,  attend  all  inter-company  and  department  head  meet¬ 
ings.  He  or  his  representative  shall  follow  through  on 
the  details  of  administration  and  management  set  forth 
by  the  president. 

SECRET  ARY -TREASURER : 

On  the  inter-state  operation  this  job  may  be  held  by 
one  person  or  two.  However,  the  position  at  this  point 
is  discussed  as  only  one  job.  The  secretary-treasurer 
shall  have  charge  of  all  the  company  records,  CAB  re¬ 
ports,  tax  reports,  and  all  other  governmental  reports. 
He  shall  sign  the  checks  with  another  officer  of  the  com¬ 
pany,  other  than  petty  cash  checks.  He  shall  be  respon¬ 
sible  for  all  buying.  He  shall  check  station  agents  from 
time  to  time  without  notice.  He  shall  keep  the  minutes 
of  all  stockholders  and  directors  meetings.  He  shall  per¬ 
form  such  other  duties  and  functions  that  are  assigned 
to  him  and  in  keeping  with  his  general  office. 

MANAGEMENT  AND  ADMINISTRATION: 

In  charge  of  details  for  purely  administrative  matters, 
where  such  matters  do  not  conflict  with  duties  of  various 
department  heads,  will  be  the  treasurer  or  his  repre¬ 
sentative  who  will  be  responsible  for  all  bookkeeping, 
banking,  accounting,  purchasing  articles,  reports  of  CAJB 
and  all  governmental  agencies.  In  this  department  will 
be  approximately  one  revenue  auditor,  one  bookkeeper, 
and  two  secretaries.  The  secretaries  will  portion  their 
time  between  work  in  connection  with  those  functions  out¬ 
lined  above  and  will  also  do  work  for  other  department 
heads  and  officers  of  the  company. 
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DISPATCHER  &  METEOROLOGIST: 

Ozark’s  chief  dispatcher  and  meteorologist  and  his 
assistant  will  be  under  the  jurisdiction  of  the  operations 
manager  but  the  dispatchers  will  have  immediate  control 
over  all  airplane  flights  except  in  case  of  emergencies, 
under  such  circumstances  the  decision  is  left  to  the 
captain  of  the  airplane.  These  men  will  be  highly  trained 
with  much  experience  in  this  particular  line  of  work. 

He  will  have  complete  and  detailed  knowledge  at  all 
times  of  the  aircraft  in  operations,  their  loads,  directioji 
of  flight,  flight  plan  and  full  knowledge  of  each  flight. 
He  will  have  full  detailed  information  on  airports,  ter¬ 
rain,  fog  and  ground  haze  habits, 

COMPLETE  schedules,  weather  and  general  terrain 
INFORMATION  within  100  miles  of  the  routes.  His 

knowledge  of  emergency  airports  on 
and  off  the  course  will  be  complete  and  he  will  keep 
abreast  of  their  condition  through  periodical  inspection^ 
over  the  routes  and  to  the  airports.  He  will  be  kept  in¬ 
formed  at  all  times  of  weather  and  flight  conditions  ovei* 
all  the  routes  and  will  anticipate  wherever  possible  any 
changes  that  might  affect  flight.  He  will  be  thoroughly 
familiar  with  radio  and  communication  facilities  not  only 
of  Ozark’s  but  of  other  facilities  that  might  be  used  in 
an  emergency.  All  such  information  will  be  used  by  the 
dispatcher-meteorologist  for  the  safe  conduct  and  opera¬ 
tion  of  all  aircraft.  Upon  a  partial  flight  cancellation, 
he  will  effect  a  completion  of  the  schedule  or  as  much  of 
the  schedule  as  can  be  safely  done  and  in  keeping  with 
government  and  company  rules  and  regulations. 

In  addition  to  the  duties  outlined  above,  the  dispatcher 
will  keep  up  to  date  the  master  log  books  on  ships, 
motors,  pilots,  equipment,  distribution  and  all  flight  data. 
Such  information  will  be  kept  at  St.  Louis  and  made! 
available  to  proper  parties  concerned.  The  dispatcher 
will  put  into  effect,  after  consulting  with  the  operations 
manager,  a  definite  operations  routine  and  he  shall  strive 
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at  all  times  to  devise  new  ways  and  means  of  further¬ 
ing  plans  which  will  result  in  a  better  operation. 
4579  The  information  of  this  department  will  be  made 
available  at  all  times  to  flight  and  company  per¬ 
sonnel,  and  the  public  at  large.  This  department  will 
assist  in  tiie  preparation  of  the  operations  manual  and 
revisions  thereof  from  time  to  time  in  accordance  with 
accepted  airline  practices. 

At  regular  intervals  during  the  day  this  department 
will  secure  weather  reports  from  the  United  States 
Weather  Bureau  Station  from  the  CAA  Communications 
Circuits.  This  information  will  be  supplemented  by  the 
company’s  own  ground  stations  at  all  points  along  the 
route;  Company  personnel  at  each  station  will  be  so 
trained  and  so  qualified  as  to  supply  information  on  local 
weather  conditions. 

Pilots  of  Ozark  will  be  kept  posted  of  this  depart¬ 
ment’s  information  on  weather  conditions  that  might 
have  a  bearing  on  flight  operations. 

Without  warning  from  time  to  time,  personnel  of  this 
department  will  be  given  tests  by  the  Operations  Man¬ 
ager  to  make  sure  said  personnel  is  alert  and  using  the 
latest  methods  and  information  for  the  benefit  of  Ozark 
and  the  public.  Similar  tests,  regarding  their  own  work, 
will  be  given  all  personnel  by  their  department  heads  and 
this  score  will  have  a  bearing  on  promotions  of  com¬ 
pany  personnel. 

On  all  flights,  pilots  will  keep  a  record  of  weather  con¬ 
ditions  and  a  full  set  of  notes  on  local  conditions.  Such 
will  be  part  of  their  flight  log.  In  addition,  pilots  will 
also  carry  printed  forms  and  logs  of  their  route  on  which 
at  certain  time  intervals  they  will  note  their  position, 
time,  altitude,  remarks  on  operation  of  plane  and  motors 
and  any  unusual  weather  of  ground  conditions.  Ozark 
has  many  special  and  new  ideas  and  methods,  gained 
from  actual  operations  on  applicant’s  scheduled  intra¬ 
state  operations,  which  will  be  reported  in  the  Opera- 
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tions  Manual  when  written  in  regard  to  a  new  printed 
form  on  which  the  pilot  will  report  his  position  in  flight, 
etc.  A  few  of  these  ideas  are  built  around  the  matter 
of  showing  the  major  ground  obstructions  (mountains, 
hills,  etc.)  along  the  routes,  areas  into  which  the  plane 
could  be  landed  in  an  emergency  other  than  airports, 
etc. 

All  forms  will  be  furnished  by  Ozark  and  said  forms 
will  be  kept  as  permanent  records. 

SAFETY 

Ozark  further  desires  to  stress  and  point  out  tliat 
nothing  will  be  sacrificed  for  safety.  That  “ SAFETY” 
will  be  the  keynote  of  the  operations  department  and  such 
will  be  drilled  into  both  flight  and  ground  personnel  by 
various  means.  The  theme,  “There  is  only  one  way  to 
do  any  job  and  that  is  the  right  way”,  will  be  kept  before 
said  personnel  at  all  times.  Nothing  will  be  left  to 
chance.  Very  special  precautions  will  be  used  daily  in 
the  operation  of  all  aircraft  and  in  the  maintenance,  re¬ 
pair,  and  overhaul. 

Safety  has  been  stressed  in  Ozark’s  intra-state  opera¬ 
tion  and  an  operations  and  routine  procedure  for  single- 
engined  aircraft  has  been  set  up.  Much  of  this  informa¬ 
tion  and  the  basic  findings  and  many  operational  pro¬ 
cedures  learned  on  Ozark’s  scheduled  intra-state  opera¬ 
tion  will  be  incorporated  in  the  appji- 
GOOD  FAITH  cant’s  operation  manual  when  it  is  sub- 
OPERATION  mitted  to  the  CAA  before  flight  opera¬ 
tions  are  stated  on  the  system  as  a 
whole,  as  herein  proposed.  It  is  important  to  point  out 
here,  however,  that  only  through  doing,  only  through 
actual  operation  of  a  feeder  airline  has  Ozark  been  able 
to  obtain  a  detailed  knowledge  of  operational  problems 
for  this  type  of  operation.  Through  such  a  showing  c^f 
“good  faith”  Ozark  has  and  is  obtaining  the  necessaihr 
knowledge,  experience  and  information  to  make  it  gn 
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applicant  company  that  is  “fit,  willing  and  able”  to  eco¬ 
nomically  operate  the  type  of  feeder  airline  system  herein 
proposed  for  the  benefit  of  the  public. 

4580  Sales  training  and  instructions  will  be  given  all 
traffic  representatives  with  special  emphasis  being  laid 
on  the  matter  of  organizing  passenger,  mail  and  cargo 
and  “courtesy  service”.  Special  methods  will  be  utilized 
to  develop  traffic  at  points  now  without  airservice,  but 
which  will  have  air  service  if  the  Certificate  herein  re¬ 
quested  is  approved.  A  detailed  traffic  manual  will  be 
prepared  and  kept  up  to  date  at  all  times  by  the  traffic 
manager.  Said  manual  will  cover  public  relations,  press 
notices,  wuys  and  means  of  handling  traffic,  methods  of 
handling  reservations,  baggage,  weights  and  balance, 
handling  of  mail,  checking  and  loading,  information  of 
all  points  on  routes,  connecting  service,  outlines  of 
speeches  before  civic  gatherings,  etc.  Sales  conferences 
of  traffic  employees  will  be  held  at  intervals. 

Especially  during  the  early  periods  of  development 
special  attention  will  be  given  to  matters  relating  to 
newspaper  and  radio  advertising  and  promotion.  It  is 
believed  from  past  experience  that  considerable  traffic 
generating  favorable  publicity  can  be  had  through  the 
press  and  radio,  through  columns  and  the  like,  especially 
will  this  be  so  for  several  years  at  points  where  service 
does  not  now  exist.  Ozark  will,  of  course,  have  a  very 
extensive  and  thorough  advertising  campaign.  Many 
special  company  events  will  be  held  that  are  high  in 
newspaper  reader  interest.  Ozark  has  found  that  the 
following  mediums  of  advertising  are  effective:  news¬ 
papers,  folders  and  telephone  canvass  to  local  firms  and 
individuals.  A  portion  of  each  day  will  be  set  aside  at 
each  traffic  office  of  Ozark  during  which  time  Traffic  pro¬ 
motion  work  of  one  type  or  another  will  be  done  both 
by  personal  calls  and  telephone. 
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The  use  of  airmail  will  be  stressed. 

Ozark  will  issue  regular  news  releases  to  local,  state 
and  national  publications  and  radio  stations  regarding 
its  activities. 

Naturally  Ozark  will  work  with  the  major  airlines  and 
other  feeder  airlines  regarding  the  sale  of  tickets,  con¬ 
necting  passengers  and  on  various  promotional  matters. 
Special  attention  will  be  given  here,  under  Ozark’s  reser¬ 
vations  plans,  to  see  to  it  that  proper  connections  are 

made  for  passengers  going  to 
WORK  WITH  MAJORS  a  point  beyond  its  system  or 

originating  at  a  point  beyond 

Ozark’s  system. 

Ozark  will  have  all  their  ticket  offices  at  the  airports. 
An  attendant  will  be  on  duty  seven  days  a  week.  T|he 
number  of  station  personnel  will  not  be  less  than  two. 
At  major  terminals  it  will  be  necessary  to  have  thtee 
attendants. 

All  reservations  will  be  handled  between  the  passenger 
and  Ozark  by  telephone  except  in  those  cases  where 
the  passenger  makes  his  reservations  at  the  ticket  win¬ 
dow.  Commissioned  agents  will  be  used  at  hotels,  cer¬ 
tain  bus  stations,  where  possible,  travel  agencies  and 
other  centers  of  public  gatherings.  Ozark  has  fou\td 
from  its  scheduled  operation  that  a  reservation  plan  is 
needed. 

Details  of  the  reservation  plan  are  as  follows : 

Due  to  the  fact  that  the  principal  offices  of  Ozark 
will  be  at  St.  Louis,  Mo.,  the  Reservation  Control  Ofijce 
will  be  located  at  said  point.  The  reservation  plan  wtill 
be  much  like  that  used  by  the  major  airlines,  but  due  to 
the  intra-state  operation  of  the  applicant  and  the  pre¬ 
vious  experience  gained  from  such,  Ozark  will  set  up  a 
method  and  system  based  upon  its  intra-state  operation 
and  the  past  transportation  experiences  of  the  officers 
of  Ozark.  The  whole  tenor  of  the  plan  will  be  one  of 
simplification.  Under  this  method  of  operation,  the  St. 
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Louis  office  will  handle  disposition  of  space  on  all  flights. 
Capable  personnel,  of  which  Ozark  already  has  some,  will 
be  in  charge  of  this  office  which  will  be  open  from  7  a.  m. 

to  midnight,  seven  days  a  week. 

4581  All  reservations  desks  will  be  located  on  the  air¬ 
port  at  each  point  on  Ozark’s  system.  From  our 
intra-state  operation  it  has  been  shown  that  a  down-town 
ticket  office  is  not  necessary  for  a  feeder  airline  opera¬ 
tion,  even  at  terminal  points  as  large  as  St.  Louis  and 
Kansas  City. 

Where  there  is  either  complete  or  partial  cancellation 
of  flights,  special  arrangements  will  be  made  for  the  pas¬ 
senger  to  insure  his  getting  to  his  destination  in  the 
shortest  possible  time  with  high  degree  of  comfort  and 
safety. 

TRAFFIC-STATION  AGENTS: 

Ozark  Airlines  has  found,  as  stated  above,  from  its 
scheduled  intra-state  operation,  that  it  is  necessary  to 
have  paid  employees  at  each  point  on  a  feeder  airline 
system.  Commissioned  agents,  although  they  may  be  an 
economy  measure,  are  not  as  responsible  in  Ozark’s  opin¬ 
ion  and  are  not  under  as  much  company  control  as  paid 
agents.  Therefore,  due  to  actual  experiences  gained  in 
ACTUAL  operation,  Ozark  proposes  to  use  paid  em¬ 
ployees  at  each  station. 

It  has  been  found  from  experience  that  a  salary  of 
$175.00  will  be  adequate  for  all  station  manager  per¬ 
sonnel  except  in  a  few  instances.  Salaries  of  other  per¬ 
sonnel  at  each  station  will  average  $125.00  a  month.  In 
some  cases,  depending  upon  local  cost  of  living  these 
salaries  may  be  a  little  less  or  a  little  more. 

Ozark’s  trained  station-traffic  agents  will  handle  pas¬ 
sengers,  sale  of  tickets,  reservations,  radio  communica¬ 
tions,  teletype,  answer  inquiries,  furnish  information, 
quote  schedules  and  fares,  give  information  on  con- 
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Elections  and  handle  all  traffic  mat- 
AGENTS  DUTIES  ters  locally  as  well  as  promotional 

matters.  The  same  personnel  Will 
clear  all  flights  and  provide  ground  service  at  their 
respective  stations.  Such  personnel  will  assist  in  load¬ 
ing  and  unloading  Ozark’s  planes,  and  receive  and/or 
transmit  information  deemed  necessary  to  or  from  the 
Captain  of  the  plane.  They  will  be  trained  and  re¬ 
quired  to  be  courteous  to  the  passengers  at  all  times, 
handle  baggage  with  extreme  care  and  be  generally  effi¬ 
cient  as  a  company  employee  and  a  public  servant.  They 
will  also  be  responsible  for  meeting  all  schedules,  assist 
in  servicing  plane  at  fuel  stops,  blocking  wheels  of  plarie, 
notify  Captain  when  plane  is  ready  for  departure  and 
passengers  are  loaded  and  door  to  cabin  is  secure,  follow 
procedure  to  be  set  forth  by  unusual  conditions  at  his 
station  (such  as  weather,  airport  conditions,  etc.)  arid 
transmit  all  communications  without  delay.  All  personnel 
assigned  to  each  station  will  be  licensed  radio  operators. 
In  other  words  .  .  .  such  personnel  will  take  care  of 
the  company’s  business  at  their  respective  point. 

COMMUNICATIONS:  ! 

The  proposed  communications  system  of  Ozark  Ait- 
lines,  Inc.  is  set  up  on  basically  sound  and  proven  meth¬ 
ods  and  mediums  of  communications  between  aircraft  and 
ground  stations  as  presently  existing. 

There  are  several  advocated  utilizations  of  ultra  high 
frequency  for  this  purpose  which  have  not  been  alto¬ 
gether  proven,  in  the  opinion  of  Ozark,  for  day  to 
day  satisfactory  service.  Consequently, 
STANDARD  while  Ozark  is  constantly  watching  this 
METHODS  phase  of  radio  communication,  the  appli¬ 
cant  feels  that  it  must  represent  its  pro¬ 
posed  communications  service  completely  on  proven 
methods. 
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POINT  TO  POINT  COMMUNICATIONS: 

As  a  supplemental  communications  service,  to  its  radio, 
Ozark  Airlines,  Inc.  believes  that  to  provide  an  absolutely 
satisfactory  service  they  must  provide  a  secondary  sys¬ 
tem  between  the  above  mentioned  radio-telephone  control 
points  as  well  as  between  all  other  stations  on  its  pro¬ 
posed  system. 

4582  The  primary,  although  only  one  of  the  many 
purposes  this  system  would  provide,  is  to  supply 
its  flight  control  office  at  St.  Louis  with  an  exact  up-to- 
the-minute  source  of  information  as  to  the  progress  of 
all  flights  on  the  system,  and  allow  a  radiotelephone  sta¬ 
tion  a  medium  of  supplying  said  flight  control  office  with 
flight  position  information  when  irregular  radio  conditions 
exist  preventing  the  radio  station  in  St.  Louis  from  re¬ 
cording  said  position  report  directly. 

Secondarily,  such  a  communications  system  will  provide 
the  many  services  that  Ozark  Airlines  believes  absolutely 
necessary  to  conduct  an  efficient  airline  service.  This 
system  will  provide  a  fast  medium  of  forwarding  all 
revenue  data  between  stations  as  each  flight  progresses, 
such  as  cargo  and  passenger  information,  a  positive  and 
fast  method  of  exchanging  information  necessary  in  the 
conduct  of  the  airline  service.  Also,  Ozark  Airlines  is 
of  the  opinion  from  actual  operation  experience,  that  a 

positive  passenger  reservations  sys- 
PLT  FOR  tern  must  be  provided  at  least  until 
RESERVATIONS  such  a  time  as  frequency  of  service 

will  allow  their  passengers  to  com¬ 
mute  between  two  points  on  its  system  within  a  reason¬ 
able  time  of  their  desired  departure.  To  accomplish 
this  public  service  Ozark  Airlines  is  of  the  opinion,  after 
due  investigation,  that  one  of  several  of  the  systems  now 
in  current  use  by  the  major  airlines  must  be  employed, 
all  of  which  require  an  extremely  rapid  communications 
service  to  all  points  to  be  efficient  and  therefore  suc¬ 
cessful. 
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Ozark  Airlines  is  able  and  willing  to  provide  such  j  a 
service  in  the  form  of  Private  Line  Teletype,  hereinafter, 
described  as  PLT,  between  not  only  their  radiotelephone 
control  points,  but  between  all  points  at  which  applicant 
proposes  to  service  and  stop  on  the  proposed  system. 

PLT  service  is  a  simple  form  of  teletypewriter  service 
obtainable  from  the  American  Telephone  and  Telegraph 
Company,  whereby  the  subscriber  has  complete  and  con¬ 
tinuous  use  of  the  line.  This  means  of  communication 
can  easily  be  operated  by  any  station  personnel  qualified 
to  efficiently  use  a  typewriter,  thereby  arriving  at  a  mo^e 
complete  sense  of  economy  by  full  utilization  of  per¬ 
sonnel.  It  is  a  system  of  communication  successfully  us^d 
today  by  leading  airlines  in  the  nation.  Such  service  c&n 
operate  at  a  rate  of  75  words  per  minute  by  utilizing 
automatic  transmission  thereby  obtaining  full  use  of  the 
time  element. 

Ozark  Airlines  believes  that  the  traffic  demand  on  its 
PLT  circuit  when  first  commissioned  can  easilv  be  han- 
died  by  having  its  entire  system  on  one  circuit. 

Ozark  is  ready,  willing  and  able  to 
ONE  CIRCUIT  segregate  its  PLT  system  into  two  or 

more  complete  circuits  and  maintaining 
its  communication  center  at  St.  Louis,  Mo.,  where  mes¬ 
sages  originated  on  one  circuit  can  rapidly  be  relayed 
to  the  proper  circuit,  if  such  is  necessary. 

4583  OPERATIONS  MANAGER  AND  CHIEF  PILOf: 

A  very  key  man  in  the  organization  of  Ozark 
Airlines,  Inc.  is  the  Operations  Manager  and  Chief  Pilot. 
This  man  will  be  held  responsible  to  the  General  Manager 
for  all  matters  pertaining  to  the  operation  of  aircraft, 
their  maintenance,  repair  and  safety  at  all  times.  Under 
his  supervision  will  be  all  flight  personnel,  dispatch¬ 
ers,  flight  training  program, 
tors.  He  will  have  general 


testing  and  related  mat- 
supervision  of  the  shops 
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operated  by  Ozark  but  a  maintenance 
OPERATIONS,  superintendent  will  be  held  responsible 
MANUAL  for  the  daily  operation  of  the  shop 
under  the  Operations  Manager.  The 
Operations  Manager  will  be  responsible  for  the  prepara¬ 
tion  of  Ozark’s  Operations  Manual  and  keep  it  up  to  date 
at  all  times.  The  Operations  Manager  will  personally 
pass  on  the  fitness  of  each  airplane  when  purchased  and 
will  test  each  plane  after  overhaul  or  any  major  work 
has  been  done  on  the  plane.  Naturally,  he  will  hold  all 
applicable  airline  ratings  and  be  qualified  in  every  re¬ 
spect. 

In  the  selection  of  other  personnel,  the  Operations 
Manager  will  give  li preference  to  those  that  have  served 
in  the  armed  forces/ ’  Ozark  now  has  on  file  more  than 
160  applications  from  pilots  and  other  qualified  per¬ 
sonnel  now  serving  in  the  Air  Transport  Command  of  the 
U.  S.  Army  Air  Forces.  Also,  in  the  files  of  Ozark 
now  are  letters  of  application  from  flight  and  ground 
personnel  from  airlines  operating  in  the  United  States 
seeking  jobs  with  the  applicant  company.  In  addition  are 
many  letters  from  honorably  discharged  service  men  and 
women  applying  for  jobs  in  all  types  of  work  with 
Ozark. 

OVERHAUL,  SHOP  AND  MAINTENANCE  DEPART¬ 
MENT: 

Heading  this  important  department  will  be  an  able 
Superintendent  of  Maintenance.  He  will  be  responsible 
to  the  Operations  Manager  for  the  proper  functioning 
and  organization  of  this  department  at  all  times.  The 
Superintendent  of  Maintenance  will  be  held  directly  re¬ 
sponsible  for  the  overhaul,  repair,  maintenance  and  serv¬ 
icing  of  all  aircraft  operated  by  Ozark  Airlines,  Inc. 
It  will  be  the  sole  function  of  this  department  to  keep 
the  applicant’s  airplanes  in  the  best  possible  mechanical 
and  flight  condition  at  all  times. 
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Ozark  will  enlarge  its  own  shop  facilities  at  St.  Lduis 
for  the  complete  overhaul  and  repair  of  the  applicant ’s 
aircraft,  instruments,  propellers,  radios,  engines  and  all 
other  parts. 

Keynote  of  the  shop  will  be  that  of  turning  out  only 
the  best  of  workmanship  at  all  times.  Accepted  proce¬ 
dures  and  methods  will  be  used  and  all  Rules  and  Regu¬ 
lations  of  the  Civil  Aeronautics  Board  and  the  CAA  'trill 
be  followed  to  the  letter  and  in  their  intent. 

Ozark ’s  shops  will  be  so  equipped  and  so  fitted,  and  so 
manned  as  to  repair,  overhaul  and  maintain  any  part  of 
the  airplane  they  will  operate,  but  the  company  does  not 
intend  to  manufacture  parts.  Ozark  will  accept,  from  the 
public  at  large,  outside  repair  work  on  airplanes  and  air¬ 
craft  engines  of  such  types  as  their  shop  facilities  are 
capable  of  repairing  or  majoring.  This  work,  however, 
will  never  be  allowed  to  interfere  with  that  necessary  to 
be  done  on  the  company’s  own  planes. 

Ozark  has  found  in  its  past  schedule  intra-state  opera¬ 
tions  that  it  is  necessary  for  a  feeder  airline  company  of 
the  type  proposed  herein  to  have  their  own  shop  facilities. 

Other  than  minor  repairs  and  adjustments,  all  work  on 
the  planes  of  Ozark  will  be  done  at  their  St.  Louis  shop. 
It  is  pointed  out,  in  this  connection,  that  the  facilities  of 
fixed  base  operation  and  shop  at  Tuscaloosa,  Alabama, 
of  Dixie,  Air,  Inc.,  will  be  available  to  Ozark  also  upon 


demand. 

4584  An  extensive  maintenance  manual  will  be 


pre¬ 


pared  and  kept  up  to  date  covering  details  of  all 
overhauls,  repairs,  inspections,  checks  and  other  matters 

in  relation  to  the  safe  mechanical  opor- 
SHOP  MANUAL  ation  of  the  airplanes.  This  manual, 

which  will  be  the  shop’s  guide  book, 
will  go  into  detail  as  to  accepted  CAA  practices.  'The 
manual  will  also  show  in  detail  various  “allowances”, 
company  policies,  standard  airline  practices  and  requi:  *e- 
ments  of  the  CAA.  The  manual  will  be  very  thorough  in 
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all  respects.  It  will  be  submitted  to  the  CAA  for  appro¬ 
val,  and  be  in  accordance  with  requirements  of  Part  40, 
Air  Carrier  Operating  Certification  and  Part  61,  Sched¬ 
ules  Air  Carrier  Rules  and  Part  04,  Airplane  Airworthi¬ 
ness. 

Ozark’s  inspection  and  check  system  shall  be  very  rigid 
and  thorough  on  all  equipment,  engines,  airplanes  and 
mechanical  mechanism  used. 

Detail  records  shall  be  kept  and  be  posted  daily  which 
will  give  in  detail  a  complete  story  and  history  of  each 
airplane,  engine,  propeller,  instrument,  radio,  etc.  Noth¬ 
ing  along  this  line  will  be  left  to  memory.  It  wall  all  be 
a  matter  of  written  record. 

PROPOSED  AIRCRAFT: 

A  total  of  eight  airplanes  will  be  required  for  the  Routes 
on  the  Mississippi  Valley  Case.  Six  will  be  in  daily  serv¬ 
ice  and  two  will  serve  as  reserves.  The  average  sched¬ 
uled  time  per  airplane  per  day  wall  be  5'  26",  and  all 
schedules  are  arranged  so  that  no  airplane  departs  before 
7 :30  A.  M.  and  each  will  go  out  of  service  at  5 :00  P.  M. 
As  the  aircraft  proposed  by  Ozark  does  not  have  retract¬ 
able  landing  gear  there  will  be  no  necessity  for  a  co-pilot. 
The  throw  over  type  of  control  column  will  be  used  so 
that  there  will  be  no  dual  controls  on  the  right  side.  At 
all  stops  the  station  personnel  will  load  and  unload  bag¬ 
gage  and  the  mail  under  the  supervision  of  the  Captain, 
who  will  be  responsible  for  the  safe  operation  of  the  air¬ 
craft  at  all  times  while  in  his  care. 

Ozark  will  operate  VFR  daylight  hours  only,  however, 
all  pilots  will  be  required  to  hold  an  airline  transport 
rating  and  maintain  the  same  proficiency  at  all  times  as 
if  required  to  do  instrument  flying. 

On  the  basis  of  two  daily  round  trip  schedules  it  will 
be  necessary  to  base  an  airplane  over  night  at  the  fol¬ 
lowing  points,  other  than  the  base  of  St.  Louis:  Kansas 
City  and  Tulsa,  Okla.  However,  these  aircraft  -will  be  so 
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rotated  that  those  in  need  of  servicing  will  come  into  St. 
Lonis  on  regular  schedules  and  reserve  planes  will  com¬ 
plete  the  trip.  Operational  hours  of  each  airplane  will 
"be  staggered  and  so  arranged  as  to  have  ample  reserve 
airplanes  to  fly  at  all  times  while  one  or  more  are  in 
the  applicant’s  shop  for  overhaul.  The  shop  at  St.  Ljouis 
will  have  a  complete  stock  and  spare  parts  for  aircraft 
and  aircraft  engines,  propellers,  instruments  and  acces¬ 
sories. 


Ozark’s  operations  manager  will  have  full  control  bver 
operation  of  all  aircraft  and  their  repair  and  mainte¬ 
nance  as  well  as  pilot,  mechanic  and  all  other  personnel 
connected  with  the  actual  operation  and  repair  of  aircraft. 
He  will  see  to  it  that  all  operations  are  conducted  accord¬ 
ing  to  government  and  company  policies,  rules  and  regu¬ 
lations.  Applicable  sections  of  the  CAR’s  will  be  Com¬ 
plied  with  as  well  as  any  new  rules  and  regulations  that 
appear  from  time  to  time. 

4585  OZARK  Airlines,  Inc.  desires  to  state  that  it  is 


fit,  willing  and  able  to  operate  and  place  in  opera¬ 
tion  any  type  airplane  required  by  the  Board  and  will  do 
so  as  requested.  However,  after  careful  study  of  the 
various  types  of  possible  airplanes,  available  today,  in 
relation  to  passenger’s  comfort,  operating  costs  and!  all 
other  factors  in  light  of  airports  available  and  expected 
and  the  numerous  other  considerations  necessary  in  leak¬ 
ing  a  selection  of  a  feeder  airline  airplanes,  selected  a 
very  capable  airplane. 

Much  study  has  been  given  to  the  type  of  airplane  best 
suited  for  the  job  by  officers  of  Ozark  Airlines.  Shch 
matters,  in  addition  to  those  mentioned  above,  as  number 
of  passengers  plane  will  carry,  potential  load  factor,  sim¬ 
plicity  of  plane,  arrangement  of  mail  and  baggage  com¬ 
partments,  size  of  door,  type  of  seats  and  general  reputa¬ 
tion  of  plane,  were  thoroughly  considered. 

In  view  of  all  these  factors,  Ozark  Airlines  recommends 
that  the  Single  Engine,  all  metal,  five  place  post-war 
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model  Cessna  195,  built  by  the  Cessna  Aircraft  Company, 
Wichita,  Kansas,  be  used  and  would  be  best  for  the  short 
haul  operation  proposed  by  the  applicant. 

Officials  of  Ozark  have  given  careful  consideration  to 
the  trend  of  the  major  airlines  toward  larger  and  faster 
equipment  with  the  results  that  more  and  more  communi¬ 
ties  that  have  a  definite  need  for  air  transportation  are 
being  denied  this  service  due  to  the  impossibility  of  serv- 
i  ing  them  with  such  airplanes  as  a  DC-4,  DC-6,  or  the 
Constellation.  The  expansion  of  airports  has  not  kept 
pace  with  that  of  the  airplanes  as  used  by  the  major  air 
carriers,  and  it  will  probably  be  several  years  before  a 
i  majority  of  the  cities  will  have  facilities  adequate  for  the 
use  of  such  equipment.  Ozark  believes  that  the  inaugura¬ 
tion  of  single  engine  feeder  airline  service  will  be  taking 
air  transportation  back  to  the  ‘ ‘grass  roots”  so  to  speak, 
and  that  the  service  will  soon  become  so  essential  due  to 
smaller  communities  served  that  in  a  short  time  it  will 
justify  the  development  of  a  small  efficient  multi-engine 
transport  airplane,  and  as  the  market  develops  the  various 
manufacturers  will  develop  such  a  plane.  The  use  of 
single  engine  equipment  can  bring  to  all  but  the  smallest 
villages  the  advantage  of  air  transportation.  Ozark  has 
found  that  very  few  passengers  object  to  the  single  en¬ 
gine  airplane  if  it  is  comfortable,  fast  and  roomy,  and 
that  the  lack  of  an  extra  engine  is  off  set  by  the  ease 
with  which  it  can  be  landed  in  most  cleared  spaces  in  the 
event  of  an  emergency.  There  is  hardily  an  area  on  the 
Mississippi  Valley  or  the  Great  Lakes  routes  where  a 
safe  landing  could  not  be  easily  effected  even  in  the  event 
of  total  power  plant  failure.  The  flexibility  of  operations 
of  this  type  of  airplane  is  very  important.  In  the  event 
of  heavy  passenger  loads  schedules  can  be  doubled  with 
only  the  added  expense  of  operation  costs  of  the  airplane. 
The  low  initial  cost  of  the  airplane,  and  the  greatly  re¬ 
duced  maintenance  cost  wall  enable  Ozark  to  give  the  max¬ 
imum  service  to  the  communities  to  be  served  at  a  very 
low  cost  to  the  government. 
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The  Cessna  195  is  a  high  wing  single  engine  monoplane 
with  fixed  spring  steel  landing  gear.  It  is  powered  by 
the  300  HP  Jacobs  engine  with  a  Hamilton  constant  speed 
propeller.  A  unique  arrangement  of  mounting  the  engine 
makes  it  possible  to  remove  two  bolts  and  swing  the  en¬ 
gine  out  for  ease  of  maintenance  to  the  accessories  on  the 
rear  of  the  engine  case.  This  feature  alone  will  save: 
thousands  of  man  hours  in  maintenance  costs.  The  fue!. 
cells  are  in  the  wings  and  fuel  is  fed  to  the  carburetor  by 
gravity,  eliminating  the  necessity  for  fuel  pumps.  This 
ship  has  a  gross  weight  of  3350  pounds  with  an  allowance 
of  200  pounds  for  baggage  and  mail.  It  cruises  at  ap¬ 
proximately  165  MPH  at  an  altitude  of  7000  feet,  and  at 
70%  of  its  HP.  The  fuel  capacity  is  80  gallons  which 
gives  a  range  of  over  750  miles.  This  feature  is  an  im¬ 
portant  safety  factor  in  the  event  of  weather  conditions 
necessiting  the  use  of  alternate  airports. 

4586  The  baggage  compartment  of  the  Cessna  195  is 
reached  by  an  outside  door  which  is  21^4  x  24"  and 
the  baggage  compartment  has  an  area  of  14.3  cubic  feet. 
An  auxiliary  baggage  compartment  is  directly  behind  the 
main  compartment  and  is  reached  from  an  auxiliary  door 
171/o  x  21",  and  has  an  area  of  3.6  cubic  feet,  making  a 
total  of  17.9  cubic  feet  in  the  two  baggage  compartments. 

In  the  event  of  very  large  packages  that  could  not  be 
placed  in  the  baggage  compartment  through  the  regular 
door,  it  is  possible  to  swing  the  rear  seat  forward  and 
load  the  baggage  from  the  interior  of  the  airplane. 

A  convenient  shelf  for  hats  and  small  articles  is  di¬ 
rectly  behind  the  rear  seat  and  is  not  considered  a  part 
of  the  baggage  compartment. 

It  is  possible  for  the  pilot  to  leave  his  seat  and  get  out 
of  the  airplane  without  disturbing  any  of  the  passengers, 
even  though  the  plane  is  fully  loaded. 

All  parts  of  the  baggage  compartment  can  be  easily 
reached  from  the  cabin  while  the  airplane  is  in  flight. 
This  feature,  in  addition  to  being  a  convenience,  also  con- 1 
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model  Cessna  195,  built  by  the  Cessna  Aircraft  Company, 
Wichita,  Kansas,  be  used  and  would  be  best  for  the  short 
haul  operation  proposed  by  the  applicant. 

Officials  of  Ozark  have  given  careful  consideration  to 
the  trend  of  the  major  airlines  toward  larger  and  faster 
equipment  with  the  results  that  more  and  moTe  communi¬ 
ties  that  have  a  definite  need  for  air  transportation  are 
being  denied  this  service  due  to  the  impossibility  of  serv¬ 
ing  them  with  such  airplanes  as  a  DC-4,  DC-6,  or  the 
Constellation.  The  expansion  of  airports  has  not  kept 
pace  with  that  of  the  airplanes  as  used  by  the  major  air 
carriers,  and  it  will  probably  be  several  years  before  a 
majority  of  the  cities  will  have  facilities  adequate  for  the 
use  of  such  equipment.  Ozark  believes  that  the  inaugura¬ 
tion  of  single  engine  feeder  airline  service  will  be  taking 
air  transportation  back  to  the  * ‘ grass  roots”  so  to  speak, 
and  that  the  service  will  soon  become  so  essential  due  to 
smaller  communities  served  that  in  a  short  time  it  will 
justify  the  development  of  a  small  efficient  multi-engine 
transport  airplane,  and  as  the  market  develops  the  various 
manufacturers  will  develop  such  a  plane.  The  use  of 
single  engine  equipment  can  bring  to  all  but  the  smallest 
villages  the  advantage  of  air  transportation.  Ozark  has 
found  that  very  few  passengers  object  to  the  single  en¬ 
gine  airplane  if  it  is  comfortable,  fast  and  roomy,  and 
that  the  lack  of  an  extra  engine  is  off  set  by  the  ease 
with  which  it  can  be  landed  in  most  cleared  spaces  in  the 
event  of  an  emergency.  There  is  hardily  an  area  on  the 
Mississippi  Valley  or  the  Great  Lakes  routes  where  a 
safe  landing  could  not  be  easily  effected  even  in  the  event 
of  total  power  plant  failure.  The  flexibility  of  operations 
of  this  type  of  airplane  is  very  important.  In  the  event 
of  heavy  passenger  loads  schedules  can  be  doubled  with 
only  the  added  expense  of  operation  costs  of  the  airplane. 
The  low  initial  cost  of  the  airplane,  and  the  greatly  re¬ 
duced  maintenance  cost  will  enable  Ozark  to  give  the  max¬ 
imum  service  to  the  communities  to  be  served  at  a  very 
low  cost  to  the  government. 
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The  Cessna  195  is  a  high  wing  single  engine  monoplan^ 
with  fixed  spring  steel  landing  gear.  It  is  powered  bjr 
the  300  HP  Jacobs  engine  with  a  Hamilton  constant  speed 
propeller.  A  unique  arrangement  of  mounting  the  engine 
makes  it  possible  to  remove  two  bolts  and  swing  the  en^ 
gine  out  for  ease  of  maintenance  to  the  accessories  on  th^ 
rear  of  the  engine  case.  This  feature  alone  will  save 
thousands  of  man  hours  in  maintenance  costs.  The  fuel 
cells  are  in  the  wings  and  fuel  is  fed  to  the  carburetor  b^ 
gravity,  eliminating  the  necessity  for  fuel  pumps.  This 
ship  has  a  gross  weight  of  3350  pounds  with  an  allowance 
of  200  pounds  for  baggage  and  mail.  It  cruises  at  api 
proximately  165  MPH  at  an  altitude  of  7000  feet,  and  at 
70%  of  its  HP.  The  fuel  capacity  is  80  gallons  which 
gives  a  range  of  over  750  miles.  This  feature  is  an  im 
portant  safety  factor  in  the  event  of  weather  conditions; 

necessiting  the  use  of  alternate  airports. 

4586  The  baggage  compartment  of  the  Cessna  195  is 
reached  by  an  outside  door  which  is  21%  x  24"  and 
the  baggage  compartment  has  an  area  of  14.3  cubic  feet. 
An  auxiliary  baggage  compartment  is  directly  behind  the 
main  compartment  and  is  reached  from  an  auxiliary  door 
17%  x  21",  and  has  an  area  of  3.6  cubic  feet,  making  a 
total  of  17.9  cubic  feet  in  the  two  baggage  compartments. 

In  the  event  of  very  large  packages  that  could  not  be 
placed  in  the  baggage  compartment  through  the  regular 
door,  it  is  possible  to  swing  the  rear  seat  forward  and 
load  the  baggage  from  the  interior  of  the  airplane. 

A  convenient  shelf  for  hats  and  small  articles  is  di¬ 
rectly  behind  the  rear  seat  and  is  not  considered  a  part 
of  the  baggage  compartment. 

It  is  possible  for  the  pilot  to  leave  his  seat  and  get  out 
of  the  airplane  without  disturbing  any  of  the  passengers, 
even  though  the  plane  is  fully  loaded. 

All  parts  of  the  baggage  compartment  can  be  easily 
reached  from  the  cabin  while  the  airplane  is  in  flight. 
This  feature,  in  addition  to  being  a  convenience,  also  con- 
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tributes  to  safety  in  the  event  of  a  fire  in  the  baggage 
compartment. 

The  cabin  door  measures  43  x  31",  and  the  convenient 
step  and  assist  straps  makes  passenger  loading  very 
rapid  and  convenient.  The  exposure  to  damage  suits  due 
to  passenger  slipping  on  the  wing  walk  of  low  wing  air¬ 
craft  in  wet  weather  is  entirely  eliminated  in  the  Cessna 
195. 

There  follows  the  performance  figures  for  the  Cessna 
195  as  taken  from  the  Operations  Manual  published  by 
the  Cessna  Aircraft  Company.  Particular  attention  is  di¬ 
rected  to  the  take  off  distance  in  feet  with  a  gross  weight 
of  3350  pounds  in  zeTo  wind  conditions  and  a  temperature 
of  60°  F.  The  ground  run  necessary  to  clear  a  50  foot 
obstacle  is  only  1500  feet  at  sea  level,  with  a  wind  of 
approximately  six  miles  per  hour  this  figure  is  reduced  by 
150  feet  The  normal  rate  of  climb  under  these  same 
conditions  is  1210  feet  per  minute.  Therefore,  it  is  readily 
apparent  that  this  type  of  airplane  can  be  operated  safely 
at  the  smallest  airports. 

•  •  •  • 
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4594 


Docket  No.  3965,  Ozark  Airlines 
Exhibit  No.  5- A,  Page  1  of  1 


Points  That  Can  Be  Served  With  Present  Airports  m  the 
Mississippi  Valley,  Great  Lakes  and  North  Centred 
Routes 

| 

Additional  Pomts,  by  Routes,  That  Can  Be  Served  That 
Now  Have  NO  Air  Service 


Mississippi  Valley  Area  Routes 

DC  S  Service 


Kansas  City-Tulsa  Route  0 

Tulsa-St.  Louis  Route  0 

St.  Louis-Memphis  Route  4 

St.  Louis-Davenport-Moline  Route  0 

Totals  4 

Great  Lakes  Area  Routes 

St.  Louis-Rockford  Route  0 

St.  Louis-Chicago  Route  2 

Indianapolis-Galesburg  Route  4 

Totals  6 

North  Central  Area  Routes 

Chicago-Des  Moines  Route  0 

Chicago-Sioux  City  Route  1 

Chicago-Minneapolis  Route  3 

Milwaukee-Des  Moines  Route  1 

Totals  5 

Total  Number  Points  63 

Total  Number  of  Points  Now  Served  26 

Total  Number  of  Points  DC  3  Can  Serve  40 

Total  Number  of  Points  Cessna  Can  Serve  59 
Total  Number  of  Points  Cannot  Be  Served  4 
Number  of  Points  Cessna  Can  Serve  Over 
DC  3  19 

Total  Number  of  Additional  Points  DC  3 
Can  Serve  14 

Total  Number  of  Additional  Points  Cessna 
Can  Serve 


Cessna  Servic 


e 


3 
2 
5 

4 


14 

1 

2 

5 


8 


3 

5 

5 

5 

18 


33 
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4596  Docket  3965,  Ozark  Air  Lines,  Inc. 

Exhibit  No.  6,  Page  2  of  11 

Schedule 

Route  #  6  St.  Louis,  Mo. -Rockford,  III. 


Read  Down 


7:30  A 

12:30  P 

Lv 

St.  Louis,  Mo. 

Ar 

11:59  A 

5:00  P 

8:10  A 

1:10  P 

Lv 

Springfield,  Ill. 

Lv 

11 :35  A 

4:35  P 

8:40  A 

1:40  P 

Lv 

Peoria,  Ill. 

Lv 

11:05  A 

4:05  P 

9:10  A 

2:10  P 

Lv 

Ottawa-LaSalle,  Ill. 

Lv 

10:35  A 

3:55  P 

9:40  A 

2:40  P 

Ar 

Rockford,  Ill. 

Lv 

9:50  A 

2:50  P 

Read  Up 


Block  to  Block  Time  @  135  MPH — 3  to  5  Minutes  Allowed  For 
Each  Intermediate  Stop. 

4597  Docket  3965,  Ozark  Airlines,  Inc. 

Exhibit  No.  6,  Page  3  of  11 

Schedule 

Route  #7  Indianapolis,  Ind.-Galesburg,  IU. 


Read  Down 


9:50  A 

2:50  P 

Lv 

Indianapolis,  Ind. 

Ar 

9:40  A 

2:40  P 

10:10  A 

3 :10  P 

Lv 

Crawfordsville,  Ind. 

Lv 

9:20  A 

2:15  P 

10:30  A 

3:30  P 

Lv 

Danville,  Ill. 

Lv 

9:00  A 

2:00  P 

10:45  A 

3 :45  P 

Ar 

Champaign,  Ill. 

Lv 

8:45  A 

1:45  P 

10:55  A 

3:55  P 

Lv 

Champaign,  Ill. 

Ar 

8:35  A 

1:35  A 

11 :20  A 

4 :20  P 

Lv 

Bloomington,  Ill. 

Lv 

8:10  A 

1:10  P 

11:40  A 

4 :40  P 

Lv 

Peoria,  Ill. 

Lv 

7:50  A 

12:50  P 

11:59  A 

5:00  P 

Ar 

Galesburg,  Ill. 

Lv 

7:30  A 

12 :30  P 

Read  Up 


Block  to  Block  Time  (a)  135  MPH — 3  to  5  Minutes  Allowed  For 
Each  Intermediate  Stop. 
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4598  Docket  3965,  Ozark  Airlines,  Inc. 

Exhibit  No.  6,  Page  4  of  11 

Schedule 

Route  #8  St.  Louis ,  Mo. -Indianapolis,  Ind. 

Read  Down 

7:15  A  12:15  P  Lv  St.  Louis,  Mo.  Ar  12:15  P  5:15P 

7:55  A  12:55  P  Lv  Springfield,  Ill.  Lv  11:35  A  4:35P 

8:15  A  1:15  P  Lv  Decatur,  Ill.  Lv  11:15  A  4: ISP 

8:35  A  1:35  P  Ar  Champaign,  Ill.  Lv  10:55  A  3:55P 

8:45  A  1:45  P  Lv  Champaign,  Ill.  Ar  10:45  A  3:45P 

9:00  A  2:00  P  Lv  Danville,  Ill.  Lv  10:30  A  3:30P 

9:20  A  2:15  P  Lv  Crawfordsville,  Ind.  Lv  10:10  A  3:10P 

9:40  A  2:40P  Ar  Indianapolis,  Ind.  Lv  9:50  A  2:50P 

Read  Up 

Block  to  Block  Time  @  135  MPH — 3  to  5  Minutes  Allowed  For 
Each  Intermediate  Stop. 

4599  Docket  3965,  Ozark  Airlines,  Inc. 

,  Exhibit  No.  6,  Page  5  of  11 

Schedule 

Route  #9  St.  Louis,  Mo. -Davenport,  Iowa-Moline,  IU. 

Read  Down 

7:30  A  12:40  P  Lv  St.  Louis,  Mo.  Ar  11:50  A  5:00  P 

8:10  A  1:20  P  Lv  Hannibal,  Mo.  Lv  11:10  A  4:20P 

8:20  A  1:30  P  Lv  Quincy,  Ind.  Lv  11:00  A  4:10P 

8:40  A  1:50  P  Lv  Keokuk,  Iowa  Lv  10:40  A  3:50P 

8:50  A  2:00P  Lv  Ft.  Madison,  Iowa  Lv  10:30  A  3:40P 
9:00  A  2:10  P  Lv  Burlington,  Iowa  Lv  10:20  A  3:^0P 

9:20  A  2:30  P  Lv  Muscatine,  Iowa  Lv  10:00  A  3:10  P 

9:35  A  2:45  P  Ar  Davenport,  Iowa  Lv  9:45  A  2:55P 

Read  Up 

Block  to  Block  Time  @  135  MPH — 3  to  5  Minutes  Allowed  For 
Each  Intermediate  Stop. 
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4600  Docket  3965,  Ozark  Airlines,  Inc. 

Exhibit  No.  6,  Page  6  of  11 

Schedule 

Route  #10  St.  Louis,  Mo.-Memphis,  Tenn. 


Read  Down 


7:30  A 

2:00  P 

Lv 

St.  Louis,  Mo. 

Ar 

4:00  P 

10:30  A 

8:20  A 

2:45  P 

Lv 

Cape  Girardeau,  Mo. 

Lv 

3:15  P 

9:40  A 

8:35  A 

3:00  P 

Ar 

Cairo,  Ill. 

Lv 

3:00  P 

9:25  A 

8:50  A 

Lv 

Paducah,  Ky. 

Lv 

9:10  A 

9:25  A 

Lv 

Dyersburg,  Tenn. 

Lv 

8:35  A 

9:50  A 

Lv 

Jackson,  Tenn. 

Lv 

8:10  A 

3:05  P 

Lv 

Cairo,  Ill. 

Ar 

2:25  P 

3:30  P 

Lv 

Poplar  Bluff,  Mo. 

Lv 

2:00  P 

4 :00  P 

Lv 

Jonesboro,  Ark. 

Lv 

1:30  P 

10:30  A 

5:00  P 

Ar 

Memphis,  Tenn. 

Lv 

1:00  P 

7:30  A 

Read  Up 

Block 

to  Block  Time  @  135  MPH — 3  to  5  Minutes  Allowed  For 

Each  Intermediate  Stop. 

4601  Docket  3965,  Ozark  Airlines,  Inc. 

Exhibit  No.  6,  Page  7  of  11 

Schedule 

Route  #11  St.  Louis,  Mo. -Tulsa,  Okla. 


Read  Down 


7:30  A 

2:00  P 

Lv 

St.  Louis,  Mo. 

Ar 

10:30  A 

5:00  P 

8:15  A 

2 :45  P 

Lv 

Jefferson  City,  Mo. 

Lv. 

9:45  A 

4:15  P 

9:10  A 

3 :40  P 

Lv 

Springfield,  Mo. 

Lv 

8:50  A 

3:20  P 

9 :40  A 

4:10  P 

Lv 

Joplin,  Mo. 

Lv 

8:20  A 

2:50  P 

9:55  A 

4:25  P 

Lv 

Miami,  Okla. 

Lv 

8:05  A 

2:35  P 

10:30  A 

5:00  P 

Ar 

Tulsa,  Okla. 

Lv 

7:30  A 

2:00  P 

Read  Up 


Block  to  Block  Time  @  135  MPH — 3  to  5  Minutes  Allowed  For 
Each  Intermediate  Stop. 
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4602  Docket  3965,  Ozark  Airlines,  Inc. 

Exhibit  No.  6,  Page  8  of  11 

Schedule 

Route  #8 A  St.  Louis,  Mo. -Chicago,  III. 

Read  Down 

7:15  A  12:15  P  Lv  St.  Louis,  Mo.  Ar  12:15  P  5:15  P 

7:55  A  12:55P  Lv  Springfield,  Ill.  Lv  11:35  A  4:35P 

8:15  A  1:15  P  Lv  Decatur,  Ill.  Lv  11:15  A  4:15  P 

8:35  A  1:35  P  Ar  Champaign,  Ill.  Lv  10:55  A  3:5&P 

8:45  A  1:45  P  Lv  Champaign,  Ill.  Ar  10:45  A  3:45P 

9:35  A  2:35P  Ar  Chicago,  Ill.  Lv  9:55  A  2:55  P 

Block  to  Block  Time  @  135  MPH — 3  to  5  Minutes  Allowed  ]?or 
Each  Intermediate  Stop. 

4603  Docket  3965,  Ozark  Airlines,  Inc. 

Exhibit  No.  6,  No.  9  of  11 

Schedule 

Route  #12  Tulsa,  Okla.-Kansas  City  Mo. 

Read  Down 

7:30  A  11:00  A  Lv  Tulsa,  Okla.  Ar  12:50P  4:50  P 

7:50  A  11:20  A  Lv  Bartlesville,  Okla.  Lv  12:35P  4:35  P 

8:05  A  11:35  A  Lv  Coffeeville,  Kan.  Lv  12:20  P  4:20  P 

8:25  A  11:55  A  Lv  Chanute, .Kan.  Lv  12:00  P  4:00  P 

8:55  A  12:25P  Lv  Emporia,  Kan.  Lv  11:30  A  3:30  P 

9:25  A  12:55  P  Lv  Topeka,  Kan.  Lv  11:00  A  3:OOP 

9 :50  A  1 :20  P  Ar  Kansas  City,  Mo.  Lv  10 :30  A  2 :30  P 

Read  Up 

Block  to  Block  Time  @  135  MPH — 3  to  5  Minutes  Allowed  For 
Each  Intermediate  Stop. 
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4604  Docket  No.  3965,  Ozark  Airlines 

Exhibit  No.  6,  No.  10  of  11 

Schedule 


Route  No.  3-b  Chicago,  IU.-Des  Moines,  Iowa 


7:30  A 

1:30  P 

Lv 

Chicago,  Ill. 

Ar 

10:45  A 

4:45  P 

7:45  A 

1:45  P 

Lv 

Aurora,  Ill. 

Lv 

10:30  A 

4:30  P 

8:05  A 

2:05  P 

Lv 

La  Salle,  Ill. 

Lv 

10:10  A 

4:10  P 

8:30  A 

2:30  P 

Lv 

Kewanee,  Ill. 

Lv 

9:45  A 

3:45  P 

8:45  A 

2:45  P 

Lv 

Galesburg,  Ill. 

Lv 

9:30  A 

3:30  P 

9:05  A 

3:05  P 

Lv 

Moline,  Ill. 

Lv 

9:10  A 

3:10  P 

9:25  A 

3 :25  P 

Lv 

Burlington,  Iowa 

Lv 

8:50  A 

2:50  P 

10:00  A 

4 :00  P 

Lv 

Ottumwa,  Iowa 

Lv 

8:15  A 

2:15  P 

10:15  A 

4 :15  P 

Lv 

Oskaloosa,  Iowa 

Lv 

8:00  A 

2:00  P 

10:45  A 

4 :45  P 

Ar 

Des  Moines,  Iowa 

Lv 

7:30  A 

1:30  P 

Route  No.  5 

Milwaukee,  Wis.-Des  Moines,  Iowa 

• 

7:30  A 

1:30  P 

Lv 

Milwaukee,  Wis. 

Ar 

11:00  A 

4:30  P 

8:05  A 

2:05  P 

Lv 

Rockford,  Ill. 

Lv 

10:35  A 

3:55  P 

8:30  A 

2:30  P 

Lv 

Sterling,  Ill. 

Lv 

10:00  A 

3:30  P 

8:55  A 

2:55  P 

Lv 

Clinton,  Ill. 

Lv 

9:35  A 

3:05  P 

9:10  A 

3 :10  P 

Lv 

Moline,  Ill. 

Lv 

9:20  A 

2:50  P 

9:25  A 

3 :25  P 

Lv 

Muscatine,  Iowa 

Lv 

9:05  A 

2:35  P 

9:50  A 

3:50  P 

Lv 

Cedar  Rapids,  Iowa 

Lv 

8:40  A 

2:10  P 

10:15  A 

4 :15  P 

Lv 

Waterloo,  Iowa 

Lv 

8:15  A 

1:45  P 

10:35  A 

4 :35  P 

Lv 

Marshalltown,  la. 

Lv 

7:55  A 

1:25  P 

11 :00 A 

5:00  P 

Ar 

Des  Moines,  Iowa 

Lv 

7:30  A 

1:00  P 

Block 

to  Block  Time  @  135  MPH — 3  to  5  Minutes  Allowed  For 

Each  Intermediate  Stop. 
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Schedule 


Route  No.  1  Chicago,  IU.-Sioux  City,  Iowa 


7:30  A 

1:00  P 

Lv 

Chicago,  Ill. 

Ar 

11:00  A 

4:30  P 

7:50  A 

1:20  P 

Lv 

Elgin,  Ill. 

Lv 

10:40  A 

4:10  P 

8:10  A 

1:40  P 

Lv 

Rockford,  Ill. 

Lv 

10:20  A 

3:50  P 

8:25  A 

1:55  P 

Lv 

Freeport,  Ill. 

Lv 

10:05  A 

3:35  P 

8:55  A 

2:25  P 

Lv 

Dubuque,  Iowa 

Lv 

9:35  A 

3:05  P 

9:30  A 

3 :00  P 

Lv 

Waterloo,  Iowa 

Lv 

9:00  A 

2:30  P 

10:10  A 

3 :40  P 

Lv 

Ft.  Dodge,  Iowa 

Lv 

8:20  A 

1:50  P 

11:00  A 

4 :30  P 

Ar 

Sioux  City,  Iowa 

Lv 

7:30  A 

1:00  P 
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Route  No.  2  Chicago,  IU. -Minneapolis,  St.  Paul,  Minn. 


7:30  A 

1:00  P 

Lv 

Chicago,  Ill. 

Ar 

11:00  A 

3:3(1 

»P 

7:50  A 

1:20  P 

Lv 

Elgin,  Ill. 

Lv 

10:40  A 

3:K 

IP 

8:10  A 

1:40  P 

Lv 

Rockford,  Ill. 

Lv 

10:20  A 

2 :5C 

IP 

8:25  A 

1:55  P 

Lv 

Janesville,  Wis. 

Lv 

10:05  A 

2:35 

iP 

8:40  A 

2:10  P 

Lv 

Madison,  Wis. 

Lv 

9:50  A 

2:20 

IP 

9:00  A 

2:30  P 

Lv 

Portage,  Wis. 

Lv 

9:30  A 

2:00 

IP 

9:40  A 

3:10  P 

Lv 

La  Crosse,  Wis. 

Lv 

8:50  A 

1:20 

P 

9:55  A 

3:25  P 

Lv 

Winona,  Minn. 

Lv 

8:35  A 

1:05  P 

10:15  A 

3 :45  P 

Lv 

Rochester,  Minn. 

Lv 

8:15  A 

12:4Jj 

;p 

10:35  A 

4:05  P 

Lv 

Red  Wing,  Minn. 

Lv 

7:55  A 

12:25 

*p 

11:00  A 

4:30  P 

Ar 

Minneapolis,  Minn. 

Lv 

7:30  A 

12:03 

:p 

Block 

to  Block  Time  @  135  MPH — 3  to  5  Minutes  Allowed  F 

’or 

Each  Intermediate  Stop. 

•  *  •  • 
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Basic  Data : 

Total  Route  Miles: 

Total  Scheduled  Miles 
Number  of  Round  Trips  Daily 
Total  Number  of  Stops 
Number  of  Points  Served 
Average  Mileage  Between  Stops 
Total  Number  of  Aircraft  Needed 
(6  Scheduled  and  2  Spares) 

Spare  Engines 
Spare  Propellers 

Average  Speed  for  System — Block  to  Block — 
Estimated  Percent  of  Scheduled  Flights  Completed 
Estimated  Scheduled  Miles  Completed  per  day— 85%  of 
5030 

Per  Month 

Hours  Flown  (Based  on  85%  of  Scheduled  Miles) 

Per  Day 
Per  Month 

Non  Revenue  Flying  Estimated  at  3%  of  Completed 
Miles  or  Hours. 

Miles: 

Per  Day —  3%  of  4275 

Per  Month—  3%  of  130,031 


55 


8 


MPH  1 
85 


1 

1 

$5 

% 


4275 

130,031 

31'  40" 
963'  U" 
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Hours: 

Per  Day  3%  of  31'  40"  0' 57" 

Per  Month  3%  of  963'  11"  28'  54" 

Total  Estimated  Flying: 

MILES: 

Per  Day  4,403 

Per  Month  133,931 

Per  Year  1,607,172 

HOURS: 

Per  Day  32'  37" 

Per  Month  992/  05" 

Per  Year  11,905'  00" 


The  Above  Data  For  Routes  in  the  “Mississippi  Valley  Area"  Only. 
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Direct  Operating  Costs — Flight 
“Mississippi  Valley  Routes” 

No.  Per  Per 
Acct.  No.  Req.  Month  Mile 

400  Flying  Operations: 

401  Flying  Captains  12  $  6,089.18  0.0454 

(Based  on  1000  hours  of  flying  per 

year  per  pilot  11,905  hours  would 
require  12  pilots.) 

Base  $1,600.00  per  yr.  X 
12=  $19,200.00 

11,905  hours  at  $4.00  per 
hour  47,620.00 

Bonus  .015  per  hour  for 
each  MPH  above  100 
MPH  block  to  block 

crtpprf 

.015x(135  — 100)=0.525 
0.525x11,905  6,250.12 


Yearly  Cost 
Chief  Pilot 


$73,070.12 


1 


700.00  0.0052 
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405  AIRCRAFT  ENGINE  FUELS  AND 

TAXES:  3,645.81 

Based  on  70%  cruising  power  of  the 
300  HP  "Jacobs"  engine  and  an  av¬ 
erage  consumption  of  y2  pound  of 
fuel  per  HP  per  hour.  Fuel  weight 
6  pounds  per  gallon. 

300  X  70%  =  210  X  y2  =  105-h  6  =  17.5 
GPH 

992'  05"  x  17.5 = 17,361  gallons  per 
month. 

Estimated  average  cost  .21  per  gallon 
17,361  X  .21  =  $3,645.81 
407  AIRCRAFT  ENGINE  OILS  AND 

TAXES:  346.92 

Based  on  average  consumption  of 
one  quart  of  oil  per  flying  hour  and 
20  quarts  per  oil  change  at  each  30 
hours.  Average  price  per  quart  es¬ 
timated  at  .21 

992  hours  xl  qt.=  992  quarts 
9924-30x20=  660 

1652  x. 21  =  $346.92 

410  DAMAGE  TO  FLIGHT  EQUIP¬ 
MENT  INSURANCE:  1,089.00 

Estimated  cost  of  CESSNA  195  fully 
equipped  $16,500.00  each.  Esti¬ 
mated  insurance  rate  for  90%  cov¬ 
erage  .11 

8  X  $16,500.00  X  90%  X  .11 4- 12 = 

$1,089.00 


413  OTHER  INSURANCE— FLIGHT 
EQUIPMENT: 


Public  Liability  estimated  at  0.0007 
per  flight  mile.  133,931  X  0.0007 

93.75 

Property  Damage  ($50,000.00)  esti¬ 
mated  at  0.0006  per  flight  mile 
133,931x0.0006 

80.35 

415  INSURANCE-PILOTS  COMPEN¬ 
SATION: 

203.67 

Estimated  at  $3.00  per  $100.00  of 
Payroll 

0.0272 


0.00259 

0.0081 

0.0007 

0.0006 

0.0015 


$12,248.68  0.0914 
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Operating  Costs — Continued. 

Operating  Expense — Flight  Equipment. 

“Mississippi  VcClley  Routes” 

No.  Per 
Req.  Month 

Chief  of  Maintenance  1  500.00 

Mechanics — Helpers — Line  Service  9  $  2,388.53 

4  Lead  Mechanics  at  1.50  per 
hour  for  40  hours  per  week 
and  2.25  for  8  hours  1,352.00 

3  Helpers  at  $1.00  per  hour  for 
40  hours  per  week  and  1.50  for 
8  hours  676.00 

2  Porters  and  line  service  em¬ 
ployees  at  .80  per  hour  for  40 
hours  and  1.20  per  hour  for  8 
hours  per  week  360.53 


$2,388.53 

One  radio  technician  included 
in  lead  mechanics  total. 

INSURANCE: 

Maintenance  Personnel 
Workmens  Compensation  esti¬ 
mated  at  .40  per  100.00  of 


payroll  11.54 

Federal  OAB  1%  28.85 

State  UC  2.7%  77.90 

Federal  Excise  8.65 


$126.94 

DEPRECIATION: 

Spare  Parts 

Due  to  the  simplicity  of  the  Cessna  195 
and  the  assurance  of  the  Cessna  Company 
of  prompt  service  on  all  parts  orders  it 
is  estimated  that  a  stock  of  spare  parts 
equal  to  10%  of  the  total  aircraft  in¬ 
vestment  will  be  sufficient  parts  inven¬ 
tory. 

$132,000.00  x  10%  -t-36 


126.94 


366.66 


Per 

Mile 

0.0036 

0.0178 


0.00096 


0.00274 


149 


Spare  Engines  91.66 

It  is  estimated  that  one  spare  engine  will 

be  required  at  an  estimated  cost  of 

$3,300.00 

$3,300.00 -=-36 

Spare  Propellers 

It  is  estimated  that  one  spare  propeller 
will  be  sufficient.  Estimated  cost 
$1,650.00 -=-36  45.84 

MAINTENANCE  AT  LAYOVER 
POINTS  AND  OTHER  OUTSIDE 
WORK:  1,000.00 

This  is  a  judgement  figure  to  cover  all 
outside  work  and  unforeseen  maintenance 
items. 


$  4,519.63 
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Operating  Costs — Continued. 


Depreciation — Flight  and  Shop  Equipment. 


“Mississippi  Valley  Routes” 


DEPRECIATION  —  AIRCRAFT: 

8  Airplanes  at  an  average  cost  of 
$16,500.00  each.  20%  Residual  Value. 
8X16,500.00X80% 

36 

DEPRECIATION  SHOP  EQUIP¬ 
MENT: 

It  is  estimated  that  a  properly 
equipped  shop  will  require  an  invest¬ 
ment  of  approximately  $15,000.00  at 
10%  residual  value. 

15,000.00x90% 

36 


No.  Per 

Req.  Month 

8  $  2,933.33 

1  375.00 


$  3,308.33 


0.0^06 

0.0003 

0.0075 

0.0337 


Per 

Mile 

0.02|l9 

.0028 


0.0247 
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Operating  Costs — Continued. 

Depreciation  Ground  Equipment: 

(<  Mississippi  Valley  Routes } 

No. 

Per 

Req. 

Month 

Depreciation  Ground  to  Air  Radio: 

It  is  estimated  that  the  investment  for  ground  to  air 

radio  will  average  $1,500.00  per  station  at  20%  re- 

sidual  value 

$  1,500.00  X  80%  X  27 -r- 

36 

27 

$  900.00 

DEPRECIATION  OFFICE  FURNITURE: 

$  14,053.00  at  20%  residual  value 

$  14,053.00  X  80%  -^36 

312.26 

EQUIPMENT  LIST: 

Presidents  Office. 

Executive  Desk 

125.00 

1 

Executive  Table 

75.00 

1 

Swivel  Chair 

60.00 

1 

Office  Chairs 

@  50.00 

100.00 

2 

Filing  Cabinet 

80.00 

$  440.00 

1 

Accounting  Office. 

Desks 

@100.00 

300.00 

3 

Posture  Chairs 

30.00 

90.00 

3 

File  Cabinets 

80.00 

240.00 

3 

Supply  Cabinet 

60.00 

60.00 

1 

Typewriters 

150.00 

450.00 

3 

Calculator 

600.00 

1 

Adding  Machine 

125.00 

1 

Minute  Adding  Machine 

200.00 

1 

Mimeograph  Machine 

350.00 

1 

Duplicator 

208.00 

1 

Office  Chairs 

@  30.00 

90.00 

3 

Safe 

500.00 

$3,213.00 

1 

Shop  Office. 

Desk 

100.00 

1 

Typewriters 

150.00 

1 

File  Cabinets 

@  80.00 

160.00 

2 

Minute  Adding  Machine 

200.00 

1 

Posture  Chairs 

30.00 

1 

Office  Chairs 

@  20.00 

40.00 

$  690.00 

2 

Station  Equipment. 

27 

Chairs 

@  15.00 

30.00 

2 

Scales 

125.00 

1 

Typewriter 

125.00 

1 

Desk 

80.00 

$ 

1 

Each  Station 

360.00 

• 

27x360 

$9,720.00 

Per 

Mile 

0.0067 

0.0023 

i 

i 


i 

i 

I 


$14,053.00 


$  1,212.26  0.0090 
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Operating  Costs — Continued. 
Indirect  Costs: 


“Mississippi  Vcilley  Routes ” 


No. 

Req. 


PRESIDENT  AND  GENERAL  MAN¬ 
AGER  1 

VICE  PRESIDENT— TRAFFIC  1 

VICE  PRESIDENT— LEGAL  AFFAIRS  1 

SECRETARY-TREASURER  1 

Meteorologist  and  dispatcher  1 

Assistant  Meteorologist  and  Dispatcher  1 

ACCOUNTANTS— CLERKS— STEN¬ 
OGRAPHERS. 

Chief  Accountant  and  Office  Manager  1 

Payroll  Clerk  1 

Stenographers  $175.00  each  2 

Reservation  Clerks  $175.00  each  2 

Station  Agents  54 


(It  is  estimated  that  two  station  agents 
at  each  stop  will  be  necessary  to  handle 
OZARK’S  business.  At  the  larger  ter¬ 
minals  it  may  be  necessary  to  use  a 
traveling  relief  agent.  It  is  estimated 
that  an  average  salary  of  $175.00  per 
month  will  be  sufficient.)  2X27X175.00 
Legal  Fees — Washington  Representa¬ 
tive  1 

Travel  and  Per  Diem  expenses 
(This  item  includes  pilots  laying  over 
away  from  their  bases  account  wea¬ 
ther.) 

Office  Supplies  and  expenses 
Telephone  and  Telegraph 
Lights — Heat — Water 
Motorized  Vehicle  Expense 
Rents  on  hangers  and  offices 
Teletype  System 

(This  item  estimated  at  $3.00  per 
route  mile  per  month) 

Employees  Compensation  (Estimated) 


Per 

Month 

850.00 

700.00 

100.00 

350.00 

450.00 

200.00 


450.00 

250.00 

350.00 

350.00 

9,450.00 


200.00 

700.00 


200.00 

200.00 

350.00 

150.00 

400.00 

4,410.00 


187.50 


Per 

Mite 


0.0063 

.0052 

.0008 

.0026 

.0033 

.0024 


.0014 

.0052 


.0014 

.0014 

.0026 


.00 


12 


.0028 

.0330 


.0014 
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OTHER  GENERAL  INSURANCE: 
Estimated 


Passenger  Liability  (100,000  per  seat) 


Rate  .003  per  passenger  mile 

1,331.09 

.0099 

Preorganizational  and  Exhibit  expense 

$75,000.00-^36 

2,083.33 

.0155 

Landing  Fees 

1,350.00 

.0102 

(It  is  estimated  that  an  average  of 
$50.00  per  month  per  station  will  be 
charged  for  landing  fees.)  $50.00X27 
Advertising  expense.  Newspaper,  Ra¬ 
dio,  News  Releases 

Based  on  .02  per  mile 

2,678.62 

.0200 

Interest  Estimated 

600.00 

.0045 

General  Taxes  Estimated 

500.00 

.0037 

Miscellaneous  and  unforeseen 

1,000.00 

.0074 

$29,840.54 

0.2228 
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Operating  Costs — Continued. 
Summary 


“Mississippi  Valley  Routes 99 


Per 

Per 

Month 

Mile 

DIRECT  COSTS— FLIGHT 

$12,248.68 

0.0914 

OPERATING— FLIGHT  EQUIPMENT 
DEPRECIATION— FLIGHT  AND  SHOP 

4,519.63 

.0337 

EQUIPMENT 

3,308.33 

.0247 

DEPRECIATION— GROUND  EQUIPMENT 

1,212.26 

.0090 

INDIRECT  COSTS— ADMINISTRATIVE 

29,840.54 

.2228 

$51,129.44 

.3817 
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Total  Estimated  Capital  Investment  Required. 
“Mississippi  V alley  Routes” 

AIRCRAFT: 

8  “CESSNA  195"  airplanes  @  $16,500.00  each 
SPARE  ENGINES: 

1  Estimated  at  $3,300.00 
SPARE  PROPELLERS: 

1  Estimated  at  $1,650.00 
SPARE  PARTS: 

10%  of  total  investment 
SHOP  EQUIPMENT: 

Estimated  requirements 
GROUND  TO  AIR  RADIO: 

27  stations  at  $1,500.00  each — 27x1,500.00 
OFFICE  FURNITURE: 

Includes  equipment  for  all  stations 


Total 
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Statement  of  Operating  Revenues  for  Ozark  Airlines 
“Mississippi  Valley  Routes” 

COMMENT: 

There  follows  an  analysis  of  mail  pay  necessary  to 
result  in  a  fair  and  reasonable  return  on  capital  invest¬ 
ment  for  routes  in  ‘  ‘The  Mississippi  Case”. 

Ozark  estimates  that  in  the  first  year  of  operation  the 
average  passenger  load  factor  will  be  50%.  Available 
seats  per  mile  will  be  four.  Based  on  .05  per  passenger 
mile  the  passenger  revenue  will  be  .10  per  completed 
revenue  mile. 

It  is  estimated  that  the  average  express  package  will 
weigh  five  pounds  and  be  transported  an  average  distance 
of  two  hundred  miles.  Based  on  an  express  rate  of  $1.50 


$132,000.00 

3,300.00 

1,650.00 

13,200.06 

15,000.00 

40,500.00 

14,053.0 

$219,703.0 

1 


0 
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per  five  pound  package  for  two  hundred  miles  the  rate 
or  revenue  per  pound  per  mile  will  average  .0015. 

U.  S.  Feeder  line  Traffic  for  June,  1949  wras  23,960  ton 
miles  and  revenue  miles  1,994,026.  Therefore,  based  on 
this  traffic,  Ozark  estimates  that  its  average  express  load 
will  be  24  pounds  per  revenue  mile. 


Excess  baggage  revenue  is 
senger  revenue. 


Total  Operating  Cost 
Passenger  Revenue 
Express  Revenue 
24  X. 0015X130,031 
Excess  Baggage  1.5%  of  Passen¬ 
ger  Revenue 


Break  Even  Mail  Pay  Required 
10%  Return  on  Capital  Invest¬ 
ment  of  $219,703.00 


estimated  at  1.5%  of  pas- 


" Cessna  195” 


Per 

Year 

$613,553.28 

$156,037.20 

Per 

Month 

$51,129.44 

$13,003.10 

Per 

Mile 

0.3817 

0.0970 

56,173.32 

4,681.11 

.0349 

2,340.48 

195.04 

.0014 

$214,551.00 

$399,002.28 

$17,879.25 

$33,250.19 

0.1335 

0.2482 

21,970.30 

1,830.86 

.0137 

$420,972.58  $35,081.05  0.2619 
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Operating  Costs  Analysis  and  Capital  Requirements  for 
Activating  the  Routes  in  the  “Great  Lakes  Case”  as 
Added  Mileage  to  the  Routes  in  the  “ Mississippi 
Valley  Case ” 

Rasic  Bata: 


Total  Route  Miles 

(Route  8  parallels  Route  6  from  St.  Louis  Mo.  to 
Springfield  Ill.  and  parallels  route  7  from  Champaign- 
Urbana  to  Indianapolis.  Therefore  these  miles  are 
considered  only  one  time  for  route  mile  totals. 

Total  Scheduled  Miles 

Number  of  Round  Trips  Daily 

Total  Number  of  Additional  Stops 

Total  Number  of  Points  Served 

Average  Mileage  Between  Stops 

Total  Number  of  Aircraft  Needed  (3  scheduled  1  spare) 

Spare  Engines 

Spare  Propellers 

Average  Speed  for  System — Block  to  Block —  MPH 

Estimated  percent  of  Scheduled  Flights  Completed 
Estimated  Scheduled  Miles  Completed  per  Day. 


3184x85% 

Per  Month 

Hours  Flown — Based  on  85%  of  Scheduled  Miles: 

Per  Day  2706  H- 135  MPH 

Per  Month  82,307  -r  135  MPH 

Non  Revenue  Flying  Based  on  3%  of  Completed  Miles 

or  Hours : 

Miles: 

Per  Day  2706x3% 

Per  Month  82,307  X  3 % 

Hours: 

Per  Day  "0:03x3% 

Per  Month  609 :40  X  3% 

Total  Revenue  and  Non  Revenue  Flying: 

Miles: 

Per  Day  2706+81 

Per  Month  82,307 + 2,468 

Hours: 

Per  Day  20:03+0:36 

Per  Month  609:40+18:17 

Per  Year  627 :57  X 12 


714 


207  03" 
609'  40" 


81 

2,468 

0'  36" 
18'  17't 


20'  39" 
627'57" 
7,535' 24" 
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Direct  Operating  Costs — Flight: 

i(  Great  Lakes  Routes ” 

No.  Per  Per 

Req.  Month  Mile 

FLYING  OPERATIONS: 

Flying  Captains  8  $3,908.14  0.0461 

Based  on  1000  hours  of  flying  per  year 
per  pilot  7,535 :24  hours  would  require  8 
pilots. 

8  X  $1,600.00  base  pay  per  year  $12,800.00 
7,535 :24  hours  @  $4.00  per  Hr.  30,141.60 
Bonus  .015  per  hr.  for  each 
MPH  above  100  MPH  block  to 
block  speed 

.015  X  (135-100)  X  7,535 :24  3,956.07 

Per  Year  $46,897.67 

$46,897.67  -5- 12 

Chief  Pilot  None 

(Accounted  for  in  Mississippi  Valley 
Routes) 

AIRCRAFT  ENGINE  FUELS: 

17.5  gallons  per  hour  x  627:57  hours= 

10,888  $2,309.58  .0272 

Estimated  cost  .21  per  gallon  X  10,988 
AIRCRAFT  ENGINE  OILS: 

Average  engine  consumption  1  quart  per 

flying  hour.  627 :57  X  1=628  qts.  220.08  .0025 

Oil  changes. 

627:57=21x20  420 

30  1048 

1048  times  average  price  estimated  at  .21 
per  quart 

AIRCRAFT  HULL  INSURANCE: 

4  Airplanes  @  $16,500.00  each=$66, 000.00  544.50  .0064 

66, 000.00  X. 90%  X. 11 
12 

OTHER  INSURANCE:  FLIGHT  EQUIPMENT: 

Public  Liability  based  on  .0007  per  flight 

mile.  84, 775 X. 0007  59.34  .0007 

Property  Damage  (50,000.00)  limits 
based  on  .0006  per  flight  mile 

84,775  X. 0006  50.86  .0006 

INSURANCE— PILOTS  COMPENSATION: 

Estimated  at  $3.00  per  100.00  of  Payroll  117.24  .0013 


$7,209.74  .0850 


157 


4626  Docket  No.  3965,  Ozark  Airlines 

Exhibit  No.  8,  Page  13  of  21 

Operating  Costs — Continued: 
(C Great  Lakes  Routes” 


No. 

'  Req. 

OPERATING  EXPENSE— FLIGHT 
EQUIPMENT: 

Chief  of  Maintenance  None 

(This  item  accounted  in  Mississippi  Val¬ 
ley  Routes) 

Mechanics — Helpers — Line  Service  em¬ 
ployees.  None 

(As  all  Ozark’s  airplanes  will  be  main¬ 
tained  at  its  St.  Louis  base  the  extra 
airplanes  and  mileage  will  mean  greater 
utilization  of  facilities  and  man  power. 
INSURANCE— MAINTENANCE  PER¬ 
SONNEL: 

No  additional  insurance.  Absorbed  in 
“Mississippi  Valley  Routes.” 

SPARE  PARTS: 

Additional  aircraft  investment 

4  X 16, 500.00=$66, 000.00 

10%  of  total  estimated  for  spare  parts. 

$66,000.00x10% 

SPARE  ENGINES:  None 

SPARE  PROPELLERS:  None 

MAINTENANCE  AT  LAYOVER  POINTS 
AND  OUTSIDE  WORK: 

Estimated  at  $200.00  per  month 


Per 

Month 


183.33 


200.00 


$383.33 


Per 

Mile 


.0021 

.0023 

.0045 
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Operating  Costs — Continued: 

“ Great  Lakes  Routes” 

No.  Per  Per 

Req.  Month  Mile 

DEPRECIATION— FLIGHT  AND  SHOP 

EQUIPMENT: 

DEPRECIATION— AIRCRAFT:  4  $1,466.66  0.0173 

4  Airplanes  at  average  cost  of  $16,500.00 
each  at  20%  residual  value. 

4X$16, 500.00X80% 

36 

DEPRECIATION— SHOP  EQUIPMENT  None  None  None 

No  additional  shop  equipment  will  be 
needed. 

$1,466.66  0.0173 
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Operating  Costs — Continued: 


(t  Great  Lakes  Routes” 

No. 

Per 

Per 

Req. 

Month 

Mile 

DEPRECIATION— GROUND  EQUIP¬ 
MENT: 

Ground  to  Air  Radio 

11 

$366.66 

0.0043 

11  additional  Ground  to  Air  Radio  sta¬ 
tions  will  be  needed.  Estimated  cost 
$1,500.00  each  station.  20%  residual  value 
11X1,500.00X80% 

36 

DEPRECIATION  OFFICE  FURNITURE:  11  88.00  0.0010 

The  only  additional  furniture  will  be  for 
the  11  additional  stations.  It  is  esti¬ 
mated  that  $360.00  per  station  at  20% 
residual  value  will  be  sufficient. 

11X360.00X80% 

36 


$454.66  .0053 
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Operating  Costs — Continued: 
“ Great  Lakes  Routes” 


Indirect  Costs: 


Station  Agents : 

22  additional  station  agents  will  be  re¬ 
quired  to  man  the  11  additional  stations. 
Added  travel  and  per  diem  expenses.  Est. 
Office  Supplies  and  Expenses.  Est. 
Telephone  and  Telegraph.  Est. 

Lights — Heat — Water.  Est. 

Motorized  Vehicle  Expense.  Est. 

Rents  of  offices.  11  at  average  $25.00  Mo. 
Each 

Teletype  System — 11  additional  stations 
estimated  at  $3.00  per  route  mile  per 
month. 

Employees  Compensation.  Est. 

Other  General  Insurance.  Est. 

Passenger  Liability  (100,000  per  seat) 
Rate  .003  per  passenger  mile. 
.003X84,775X4 
Pre  Organizational  Expense. 

All  of  this  item  allocated  to  Mississippi 
Valley  routes  as  Ozark  had  no  expense  in 
the  “Great  Lakes  Case” 

Landing  Fees. 

It  is  estimated  that  an  average  of  $50.00 
per  month  per  station  will  be  charged  for 
landing  fees. 

Advertising  Expense. 

Based  on  .0200  per  mile. 

Interest  Estimated.  Additional. 

General  Taxes.  Additional.  Estimated 
Miscellaneous  and  Unforeseen 


No.  Per 
Req.  Month 
22  $3,850.00 


300.00 

100.00 

100.00 

200.00 

100.00 

275.00 


1,806.00 

19.25 


Per 

Mile 

.0454 


.02li> 

.0002 


1,017.30  .0120 


550.00  .0065 


1,695.50 

.0200 

200.00 

.0023 

200.00 

.00^3 

500.00 

.0058 

10,913.05 

.1285 
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Operating  Costs — Continued: 
“Great  Lakes  Case ” 


Summary 


Per 

Per 

Month 

Mile 

DIRECT  COSTS— FLIGHT 

OPERATING  EXPENSE— FLIGHT 

$  7,209.74 

.0850 

EQUIPMENT 

DEPRECIATION— FLIGHT  AND  SHOP 

383.33 

.0045 

EQUIPMENT 

1,466.66 

.0173 

DEPRECIATION— GROUND  EQUIPMENT 

454.66 

.0053  ■ 

INDIRECT  COSTS— ADMINISTRATIVE 

10,913.05 

.1285 

$20,427.44 

0.2409 
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“Capital  Investment  Required” 

The  following  is  an  estimate  of  the  Capital  Requirements 
to  activate  the  routes  in  THE  GREAT  LAKES  CASE 
when  considered  as  added  mileage  to  the  routes  in  the 
MISSISSIPPI  VALLEY  CASE. 


No. 

Estimated 

Total 

AIRCRAFT 

Req. 

4 

each 

$16,500.00 

$66,000.00 

SPARE  PARTS 

GROUND  TO  AIR  RADIO 

11 

1,500.00 

6,600.00 

16,500.00 

OFFICE  FURNITURE- 
STATIONS 

11 

360.00 

3,960.00 

TOTAL 


$93,060.00 
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Combined  Operating  Costs  Analysis  amd  Capital  Require¬ 
ments  for  Activating  tine  Routes  m  “ The  Mississippi 


Valley  Case ”  and  the  Routes  in  the  *“ Greai  L 
Case 


aJcet 


Basic  Data: 

Miss. 

Valley 

Routes 

Great 

Lakes 

Routes 

Totals 

Total  Route  Miles 

1,470 

714 

2,184 

Total  Scheduled  Miles 

5,030 

3,184 

8,214 

Number  of  Round  Trips  Daily 

2 

2 

2 

Number  of  Stops 

27 

11 

38 

Number  of  Points  Served 

27 

14 

41 

Average  Mileage  Between  Stops 

55 

55 

55 

Number  of  Aircraft  Needed. 

8 

4 

12 

(9  scheduled — 3  spares) 

Spare  Engines 

1 

0 

1 

Spare  Propellers 

1 

0 

1 

Average  Speed  for  System — 
Block  to  Block.  MPH 

135 

135 

135 

Estimated  %  of  Scheduled  Miles 
Completed 

85% 

85% 

I 

85% 

Estimated  Scheduled  Miles  Com¬ 
pleted  : 

Per  Day 

4,275 

2,706 

.  1 

6,981 

Per  Month 

130,031 

82,307 

212,338 

Hours  Flown — Based  on  85%  of 
Scheduled  Mi. 

Per  Day 

31'  40" 

20'  03" 

T 

51'  4sj" 

Per  Month 

963'  11" 

609' 40" 

1,572' 5F' 

Non  Revenue  Flying  Estimated 
at  3%  of  completed  miles  or 
hours. 

MILES: 

Per  Day 

128 

81 

209 

Per  Month 

3,900 

2,468 

6,368 

HOURS: 

Per  Day 

0'  57" 

0'  36" 

T 

1'  33" 
47'  Ilf' 

Per  Month 

28'  54" 

18'  17" 

Total  Estimated  Flying — Rev¬ 
enue  &  Non  Revenue: 

MILES: 

Per  Day 

4,403 

2,787 

7,190 

Per  Month 

133,931 

84,775 

218,706 

•  HOURS: 

Per  Day 

32'  37" 

20'  39" 

53'  16" 

Per  Month 

992'  05" 

627'  57" 

1,610'  02" 
19,440' 24" 

Per  Year 

11,905' 00" 

7,535' 24" 
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Combined,  Cost  Analysis  for  Routes  in  the  “ Mississippi 
Valley  Case ”  and  the  Great  Lakes  Case ” 

"Mississippi  "Great 


Valley  Case ” 

Lakes  Case ” 

Combined  Totals 

Per  Per 

Per  Per 

Per  Per 

DIRECT  COSTS: 

Month 

Mile 

Month 

Mile 

Month 

Mile 

Flight 

OPERATING: 

$12,248.68  0.0914 

$  7,209.74 

0.0850 

$19,458.42  0.0889 

Flight  Equipment 
DEPRECIATION: 
Flight  and  Shop 

4,519.63 

.0337 

383.33 

.0045 

4,902.96 

.0224 

Equipment 

DEPRECIATION: 

3,308.33 

.0247 

1,466.66 

.0173 

4,774.99 

.0218 

Ground  Equipment 
INDIRECT  COSTS: 

1,212.26 

.0090 

54.66 

.0053 

1,666.92 

.0076 

Administrative 

29,840.54 

.2228 

10,913.05 

.1285 

40,753.59 

.1868 

$51,129.44 

.3817 

$20,427.44 

.2409 

$71,556.88 

.3275 
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Statement  of  Operating  Revenues  for  Ozark  Airline . 

Combined  Routes  in  the  Mississippi  Valley  Case  and  the. 

Great  Lakes  Case. 

There  follows  an  analysis  of  the  mail  pay  necessary 
to  result  in  a  fair  and  reasonable  return  on  investment 
for  routes  in  the  combined  “Mississippi  Valley  Case”  and 
the  “Great  Lakes  Case”. 

Ozark  estimates  that  in  the  first  year  of  its  operation 
that  the  average  passenger  load  factor  will  be  50%.  Avail¬ 
able  seats  per  mile  will  be  4.  Based  on  .05  per  passenger 
mile  the  passenger  revenue  will  be  .10  per  completed  rev¬ 
enue  mile. 
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It  is  estimated  that  the  average  express  package  will 
weigh  five  pounds  and  be  transported  an  average  distance 
of  200  miles.  Based  on  an  express  rate  of  $1.50  per  live 
pound  package  for  two  hundred  miles  the  express  revenue 
will  average  .0015  per  pound  per  revenue  mile. 

U.  S.  feederline  traffic  for  June  1949  was  23,960  ton 
miles  and  revenue  miles  1,994,026.  Therefore,  based  on 
this  traffic,  Ozark  estimated  that  its  average  express  load 
will  be  24  pounds  per  revenue  mile. 

Excess  baggage  is  estimated  at  1.5%  of  passenger  rev¬ 
enue. 


TOTAL  OPERATING  COST 


PASSENGER  REVENUE 
(Based  on  revenue  miles  com¬ 
pleted  of  212,388  per  month) 
EXPRESS  REVENUE 
(212,388  X  24  X. 0015 
EXCESS  BAGGAGE  REVENUE 
(1.5%  of  $21,233.80  per  month) 

TOTALS 


BREAK  EVEN  MAIL  PAY 
REQUIRED 

10%  RETURN  ON  CAPITAL 
INVESTMENT  OF 
$219,703.00+ $93,060.00  X 10% 

TOTAL  MAIL  PAY 
REQUIRED 


" Cessna  195 ” 

Per  Per  Per 

Year  Month  Mile 

$858,682.56  $71,556.88  0.32718 


$254,805.60  $21,233.80  0.09709 


$508,303.44  $42,358.62  0.19367 
31,276.30  2,606.36  0.01192 

$539,579.74  $44,964.98  0.20559 

•  • 
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Operating  Costs  Analysis  and  Capital  Requirements  for 
Activating  the  Routes  in  the  “North  Central  Area ” 
as  Added  Mileage  to  the  Routes  in  the  “Mississippi 
Valley  Area 77  and  the  “Great  Lakes  Area.17 


Basic  Data 


Total  Route  Miles 

1555 

Scheduled  Miles 

6524 

Number  of  Round  Trips  Daily- 

2 

Total  Number  of  Additional  Stops 

24 

Number  of  Points  Served 

31 

Average  Mileage  Between  Stops 

42 

Number  of  Aircraft  Needed 

10 

(8  Scheduled — 2  spares) 

Spare  Engines 

1 

Average  Speed  for  System — Block  to  Block.  MPH 

135 

Estimated  Percent  of  Scheduled  Flights  Completed 

85% 

Estimated  Scheduled  Miles  Completed 

Per  Day  6524x85% 

5545 

Per  Month 

168,660 

Per  Year 

2,023,925 

Hours  Flown  Based  on  85%  of  Scheduled  Miles 

Per  Day 

41'  05" 

Per  Month 

1,249'  20" 

Per  Year 

14,995' 25" 

Non  Revenue  Flying  Based  on  3%  of  Completed 

Miles  or  Hours. 

Miles : 

Per  Day  5545x3% 

166 

Per  Month  168,660x3% 

5,060 

Per  Year  2,023,925x3% 

60,717 

Hours : 

Per  Day  41'  05"  X  3% 

1'  33" 

Per  Month  1,249'  20"  X  3% 

37'  28" 

Per  Year  14,995'  25"  x  3% 

449'  85" 

Total  Estimated  Revenue  and  Non  Revenue  Flying. 

Miles : 

Per  Day  5,545+  166 

5,711 

Per  Month  168,660+  5,060 

173,720 

Per  Year  2,023,925  +  60,717 

2,084,642 

Hours : 

Per  Day  41' 05"+  1'33" 

42' 38" 

Per  Month  1,249'  20" 

1,286'  48" 

Per  Year  14,995'  25" + 449'  45" 

15,445'  10" 
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Direct  Operating  Costs — Flight 
“North  Central  Area  Routes7 7 


No. 

Per 

FLYING  OPERATIONS: 

Req. 

Month 

Flying  Captains 

16 

$  7,957.45 

Based  on  1,000  hours  of  flying  per  year 
per  pilot  15,445'  10"  of  flying  would  re¬ 
quire  16  pilots. 

16  x  $1,600.00  per  yr.  Base  pay  $25,600.00 
15,445' 10"  X  4.00  per  hour  61,780.65 
Bonus  .015X  (135-100)  X 
15,445'  10"  8,108.73 


Per  Year  $95,489.38 

$95,489.38=$7, 957.45  per  mo. 

12 

Chief  Pilot.  Accounted  for  in  “Missis¬ 
sippi  Valley  Area  Routes’. 

AIRCRAFT  ENGINE  FUELS: 

Fuel  consumption  estimated  at  17y2  gal¬ 
lons  per  flying  hour  at  average  price  of 
.21  per  gallon 
17y2X  1,286'  48"X.21 
AIRCRAFT  ENGINE  OILS : 

Average  engine  consumption  1  quart  per 
hour  plus  20  quarts  for  oil  changes  at 
each  30  hours  of  Operation. 

1,286' 48"Xlqt.  1287 
1,286'  48"  X  20  860 

30  2147  X. 21 

AIRCRAFT  HULL  INSURANCE: 

10  Airplanes  at  average  price  of  $16,500.00 
each  insured  at  .90%  at  average  rate 
of  .11 

$165,000.00X90%  X. 11 
12 

OTHER  INSURANCE— FLIGHT 
EQUIPMENT: 

Public  Liability  based  on  .0007  per  flight 
mile 

Property  Damage  ($50,000)  Limits 
based  on  .0006  per  flight  mile 
INSURANCE — PILOTS  COMPENSA¬ 
TION: 

Estimated  at  $3.00  per  100.00  of  payroll 


$  4,728.78 


450.87 


1,361.25 


$  121.60 
104.23 

238.72 


.4272 


.0025 


0078 


.0007 

.0606 


.0014 

.0861 


$14,962.90 
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Operating  Expense — Continued 

“North  Central  Area  Routes” 

No.  Per  Per 

Req.  Month  Mile 

OPERATING  EXPENSE— FLIGHT 
EQUIPMENT: 

Chief  of  Maintenance  1  500.00  .0028 

Mechanics — Helpers — Lihe  Service  9  2,388.53  .0130 

(4  Lead  Mechanics  at  1.50  per 
hour  for  40  hrs.  per  wk.  and 
2.25  for  8  hrs.  overtime  1,352.00 

3  Helpers  at  1.00  per  hr.  for 
40  hrs.  per  wk.  and  1.50  per 
hr.  for  8  hrs.  overtime  676.00 

2  Porters  and  line  service  em¬ 
ployees  at  .80  per  hr.  for  40 
hrs.  per  wk.  and  1.20  per  hr. 
for  8  hrs.  overtime  360.53 

$2,388.53 

The  additional  miles  in  the  North  Cen¬ 
tral  Area  will  require  an  additional  main¬ 
tenance  base  at  Chicago,  Rockford  or 
other  centrally  located  city.  It  is  planned 
to  do  all  major  work  at  the  St.  Louis 
base  and  mostly  routine  maintenance  at 
the  additional  base.  It  is  estimated  that 
an  additional  Investment  of  $5,000.00 
will  be  sufficient  for  the  sub  base. 

INSURANCE— MAINTENANCE 
PERSONNEL: 

Workmens  Compensation  esti-  127.21  .0007 

mated  at  .40  per  100.00  of 

Payroll  11.55 

Federal  OAB  1%  28.89 

State  UC  2.7%  77.99 

Federal  Excise  8.78 


$127.21 


DEPRECIATION: 

Spare  Parts 

(It  is  estimated  that  an  additional  parts 
inventory  of  10%  of  Aircraft  Invest¬ 
ment  will  be  required) 

165,000.00x10% 

36 

SPARE  ENGINES: 

It  is  estimated  that  one  spare  engine 
will  be  required  at  approximate  cost  of 
$3,300.00. 

$3,300.00 

36 

MAINTENANCE  AT  LAYOVER  POINTS 
AND  OUTSIDE  WORK: 

This  is  a  judgment  figure  to  cover  all 
outside  work  and  unforeseen  items. 
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Operating  Expense — Continued 


“North  Central  Area  Routes” 


No. 

Per  j 

Per 

Req . 

Month  j 

me 

DEPRECIA  T ION— AIRCRAFT : 

10 

$ 

3,666.66  .0 

1211 

It  is  estimated  that  Airplanes  will  be 
required  at  average  price  of  $16,500.00 
each  at  20%  residual  value. 

16,500.00X10X80% 

36 

DEPRECIATION— SHOP  EQUIPMENT:  125.00  .6007 

It  is  estimated  that  an  additional  shop 
will  be  needed  at  Chicago,  Rockford  or 
other  center  in  the  North  Central  Area 
for  Routine  Maintenance.  All  major 
work  will  be  done  at  the  St.  Louis  base. 

An  investment  of  $5,000.00  in  the  addi¬ 
tional  base  is  estimated  to  be  sufficient. 

Residual  value  10% 

5,000.00x90% 

36 


168 


4640  Docket  No.  3965,  Ozark  Airlines 

Exhibit  No.  8- A,  Page  6  of  13 

Operating  Expense — Continued 
“North  Central  Area  Roulesn 
Depreciation  Ground  Equipment: 


DEPRECIATION— GROVE D  TO  AIR 
RADIO 


There  will  be  31  points  served  by  the 
routes  in  the  “North  Central  Area"  of 
which  7  would  already  be  considered  in 
the  “Mississippi  Valley”  and  “Great 
Lakes  Area"  Routes  making  a  total  num¬ 
ber  of  24  additional  stations. 

It  is  estimated  that  Ground  to  Air  Radio 
will  average  $1,500.00  per  station. 
1,500.00X24X80% 

36 

DEPRECIATION— OFFICE  EQUIP¬ 


MENT: 

An  additional  office  will  be  required  in 
the  “North  Central  Area”  at  the  same 
location  as  the  maintenance  shop. 

Desks  @100.00  300.00 

Typewriters  @125.00  250.00 

Chairs  @  30.00  240.00 

File  Cabinets  80.00  240.00 

Adding  Machine  125.00  125.00 

Minute  Adding  Machine  200.00  200.00 

STATION  EQUIPMENT: 

It  will  be  necessary  to  equip  24  additional 
stations  at  an  estimated  cost  of  360.00  per 
Station. 

360  X  24  8,640.00 

Total  9,995.00 

9,995.00X80% 

36 


No.  Per 
Req.  Month 

24  800.00 


222.11 


3 

2 

8 

3 

1 

1 


Per 

Mile 

.0046 


.0013 


$  1,022.11  .0059 
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Operating  Expense — Continued 
Indirect  Costs : 


“North  Central  Area  Routes” 


No. 

Per 

Pei 

Req. 

Month 

Mile 

Superintendent  “North  Central  Division” 

1 

600.00 

.0035 

Meteorologist  and  Dispatcher 

1 

450.00 

.0026 

Assistant  “  “  “ 

1 

200.00 

.0011 

Stenographers  @175.00  Mo.  Ea. 

2 

350.00 

.0020 

Reservation  Clerks  @175.00  “  .  “ 

2 

350.00 

.0020 

Station  Agents 

48 

8,400.00 

.048V 

24  additional  stops  will  require  48  addi¬ 
tional  station  agents  @175.00  mon.  Each. 

Travel  and  Per  Diem  Expenses  Est. 

700.00 

.0040 

Office  Supplies  and  Expenses 

200 

.0011 

Telephone  and  Telegraph 

200.00 

.0011 

Lights,  Heat,  Water 

500.00 

.002^ 

Motorized  Vehicle  Expense 

150.00 

.0008 

Hangar  and  Office  Rent 

300.00 

.0017 

Teletype  System 

4,665.00 

.0260 

(Based  on  estimated  cost  of  3.00  per 
route  mile  per  month) 

Employees  Compensation  Estimated 

Other  General  Insurance  Estimated. 

41.40 

.0002 

Passenger  Liability  (100,000.00  per-seat 
rate  .003  per  passenger  mile. 

2,023.92 

.011^ 

Pre  Organizational  and  Exhibit  Expense 

Accounted  for  in  “Mississippi  Area 
Routes” 

Landing  Fees. 

1,200.00 

.0070 

(It  is  estimated  that  an  average  of  50.00 
per  month  per  station  will  be  charged 
for  landing  fees.) 

Number  of  additional  stations.  24 
24x50.00 

Advertising  Expense.  Based  on  .02  per  mile 

3,474.40 

.0200 

Interest  Estimated. 

700.00 

.0040 

General  Taxes  Estimated 

600.00 

.0035 

Miscellaneous  and  Unforeseen 

1,000.00 

.0057 

26,104.72 

.1502 
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Operating  Expense — Continued 
“North  Central  Area  Routes ” 


Summary 

Per 

Per 

Month 

Mile 

DIRECT  COSTS— FLIGHT 

$14,962.90 

.0861 

OPERATING  EXPENSE— FLIGHT  EQUIP¬ 
MENT 

4,565.73 

.0262 

DEPRECIATION— FLIGHT  AND  SHOP 
EQUIPMENT 

3,791.66 

.0218 

DEPRECIATION— GROUND  EQUIPMENT 

1,022.11 

.0059 

INDIRECT  COSTS— ADMINISTRATIVE 

26,104.72 

.1502 

$50,447.12 

.2903 

4643  Docket  No.  3965,  Ozark  Airlines 
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Capital  Investment  Required. 

“North  Central  Area  Routes” 

♦ 

AIRCRAFT: 

10  “CESSNA  195”  Airplanes  at  $16,500.00  Each 
SPARE  ENGINES: 

1  Estimated  at  $3,300.00 
SPARE  PARTS: 

10%  of  Total  Aircraft  Investment 
SHOP  EQUIPMENT: 

Estimated  Requirements 
GROUND  TO  AIR  RADIO: 

24  Stations  at  $1,500.00  each 
OFFICE  FURNITURE: 

Includes  full  equipment  for  all  stations 


$165,000.00 

3,300.00 

16,500.00 

5,000.00 

36,000.00 

9,995.00 


$235,795.00 


I 
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Combined  Operating  Cost  Analyses  and  Capital  Requirements  for 

Activating  the  Routes  in  the 
“Mississippi  Valley  Area” 

“Great  Lakes  Area ” 

“North  Central  Area”. 


Basic  Data 

Miss. 

Great 

North 

Valley 

Lakes 

Central 

Total 

Route  Miles 

1,470 

714 

1,555 

3,739 

Scheduled  Miles 

5,030 

3,184 

6,524 

14,738 

Number  Round  Trips  Daily 

2 

2 

2 

2 

Number  of  Stops 

27 

11 

24 

62 

Number  of  Points  Served 

27 

14 

31 

72 

Average  Mileage  Between  Stops 

55 

55 

42 

52 

Number  of  Aircraft  Needed 

8 

4 

10 

22 

(17  scheduled — 5  spares) 

Spare  Engines 

1 

0 

1 

2 

Spare  Propellers 

1 

0 

0 

1 

Average  Block  to  Block  Speed  MPH  135 
Est.  %  of  Scheduled  Miles  Com- 

135 

135 

135 

pleted 

Est.  Scheduled  Miles  Completed 

85% 

85% 

85% 

85% 

Per  Day 

4,275 

2,706 

5,545 

12,526 

Per  Month 

Hours  Flown  Based  on  85% 

130,031 

of 

82,307 

168,660 

380,998 

Sch.  Mi. 

Per  Day 

31'  40" 

20'  03" 

41'  05" 

92' 48" 

Per  Month  963'  11" 

Non  Revenue  Flying  Based  on  3% 

609'  40" 

1,249'  20" 

2,822'  11" 

of  Completed  Miles  or  Hours. 
Miles : 

• 

Per  Day 

128 

81 

166 

375 

Per  Month 

3,900 

2,468 

5,060 

11,428 

Hours : 

Per  Day 

0'  57" 

0'  36" 

1'  33" 

3'  06" 

Per  Month  28'  54" 

Total  Estimated  Flying.  Revenue 

18'  17" 

37' 28" 

84'  39" 

and  Non  Revenue. 

Miles : 

Per  Day 

4,403 

2,787 

5,711 

12,901 

Per  Month 

133,931 

84,775 

173,720 

392,426 

Per  Year 

1,607,172 

1,017,300 

2,084,640 

4,709,112 

Hours : 

Per  Day 

32' 37" 

20'  39" 

42' 38" 

95' 54" 

Per  Month 

992'  05" 

627'  57" 

1,286'  48" 

2,906'  50" 

Per  Year  11,905'  00" 

7,535'  24" 

15,445'  10" 

34,885'  34" 

4645  Docket  No.  3965,  Ozark  Airlines 
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Statement  of  Operating  Revenues 


Combined  Routes  in  the 
“ Mississippi  Valley  Area ” 

(< Great  Lakes  Area” 
and 

“North  Central  Area ” 

There  follows  an  analysis  of  the  mail  pay  necessary  to 
result  in  a  fair  and  reasonable  return  on  Capital  Invest¬ 
ment  for  routes  in  the  combined  “MISSISSIPPI  VAL¬ 
LEY”,  “GREAT  LAKES”  and  “NORTH  CENTRAL” 
areas.  Ozark  estimates  that  in  the  first  year  of  operation 
the  passenger  load  factor  will  average  50%.  Available 
seats  per  mile  will  be  4.  Based  on  .05  per  passenger  mile 
the  passenger  revenue  will  average  .10  per  completed 
revenue  mile. 

It  is  estimated  that  the  average  express  package  will 
weigh  5  pounds  and  be  transported  an  average  distance 
of  200  miles.  Based  on  an  express  rate  of  $1.50  per  5 
pound  package  per  200  miles  the  express  revenue  will 
average  .0015  per  pound  per  revenue  mile. 

U.  S.  Feeder  Line  traffic  for  June,  1949,  was  23,960  ton 
miles  and  revenue  miles  1,994,026.  Based  on  this  traffic 
Ozark  estimated  that  its  average  express  load  will  be  24# 
per  revenue  mile. 

Excess  baggage  is  estimated  at  1.5%  of  Passenger  rev¬ 
enue. 
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Per 

Per 

Per 

Year 

Month 

Mile 

Total  Operating  Cost 

$1,464,048.00 

$122,004.00 

0.3109 

Passenger  Revenue 
(380,998  mi.X. 10X12  mo.) 
Express  Revenue 

$ 

457,197.60 

$  38,099.80 

0.0971 

(380, 998  X  24  X. 0015) 

164,591.04 

13,715.92 

.0350 

Excess  Baggage  Revenue 

6,857.88 

571.49 

.0014 

$ 

628,646.52 

$  52,387.21 

0.1335 

Break  Even  Mail  Pay  Requires 
10%  Return  on  Capital  In¬ 

$ 

835,401.48 

$  69,616.79 

0.1774 

vestment 

65,299.81 

5,441.65 

.0139 

$ 

900,701.29 

$  75,058.44 

0.1913 

I 
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*' Combined  Capital  Requirements  for  Equipment  and  90 
Days  Operating  Capital  for  Activating  the  Routes  in  \he 
“Mississippi  VaUey  Area ” 

“Great  Lakes  Area” 
and 

“ North  Central  Area”  j 

EQUIPMENT: 


Mississippi  Valley  Area 

$219,703.00 

Great  Lakes  Area 

93,060.00 

North  Central  Area 

235,795.00 

$548,558.00 

OPERATING  COST.  90 

days: 

Mississippi  Valley  Area 

$153,388.32 

(51,129.44x3) 

Great  Lakes  Area 

61,282.32 

(20,427.44x3) 

North  Central  Area 
(50,447.12x3) 

151,341.36 

366,012100 

ESTIMATED  REVENUES: 
(Passenger,  Express,  Ex¬ 
cess  Baggage  for  com¬ 
bined  routes. 

$52,387.21X3 

157,161.63 

$914,570.00 

Mail  payments  estimated 
at  75%  of  required  mail 
pay  received  after  30 
days  of  Operation. 

69,616.79  X  2  mo.  X  75% 

104,425.18  $261,586.81 

NON  RECURRING 
EXPENSES: 

Depreciation  —  Flight  & 

Shop  Equip.  (8,566.65x3)  25,699.95 

Depreciation — Ground 
Equip.  (2,689.03x3)  8,067.09 

Pre-organizational  and 
exhibit  expense. 

(2,083.33x3)  6,249.99  40,017.03  $301,603.84 

NET  CAPITAL  REQUIREMENTS.  $612,966.^6 
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Operating  Costs — Estimated  Revenues — Capital  Require¬ 
ments  for  Activating  the  Routes  in  the  “Mississippi 
Valley  Area”  “Great  Lakes  Area”  and  “North  Cen¬ 
tral  Area”  Based  on  the  Use  of  DC  3  Equipment. 

The  costs  of  six  operating  Feeder  Lines  for  the  12  months 
ending  June  30,  1949  taken  from  reports  of  Traffic  and  Financial 
data  are  as  follows. 

Chat-  Pied -  South 

lenger  Empire  Monarch  mont  West  Pioneer  Average 

.9445  .8647  .8920  .8947  .9454  .7943  .8893 

“OZARK"  estimates  its  operation  cost  at  the  average  of  these 
six  operating  Feeders,  approximately  .89  per  mile. 

Estimated  Op-  Miss.  Great  North 

crating  Costs;  V alley  Lakes  Central  Total 

per  month:  119,198.59  75,449.75  154,610.80  349,259.14 

Estimated  Revenues: 

Non  Mail.  Based  on  the  average  passenger  load  factor  of 
“Challenger”  “South  West”  “Monarch”  “Pioneer”  and  “West  Coast” 
of  23.8%  for  their  first  3  month  of  Operation  “Ozark”  estimated 
an  average  passenger  load  of  5  per  mile.  Express  Revenue  is 
estimated  at  .035  Per  Mile.  Excess  Baggage  at  .0014  per  revenue 
mile. 

Aftss.  Great  North 

Valley  Lakes  Central  Total 

Passenger  Revenue  32,507.75  20,576.75  42,165.00  95,249.50 

Express  Revenue  4,551.08  2,880.74  5,903.10  13,334.92 

Excess  Baggage  182.04  115.22  236.12  533.38 


37,240.87  23,572.71  48,304.22  109,117.80 
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No.  Est.  Price 
Req.  Each 
Investment  Required: 

DC  3  Airplaines  15  $40,000.00 

Spare  Engines  15  2,500.00 

Spare  Propellers  6  600.00 

Spare  Parts 

Shop  Equipment 

Ground  to  Air  Radio 

Office  Furniture 

60  Days  Operating  Expense. 
$349,259.14x2 


Revenues: 


Amount 

600,000.00 

37,500.00 

3,600.00 

55,000.00 

30,000.00 

96,600.00 

24,408.00 


Non  Mail  Revenue  109,117.80x2  218,235.60 

75%  of  Est.  Break  even  mail 
pay  receivable  after  30  days. 

240,141.34X75%  XI  180,106.00 


Non  Recurring  Expense: 

Preorganizational  &  Exhibit 
Expense 

Depreciation — Flight — Shop 
— and  Ground  Equipment. 

847,108.00  X  80%  -r-36  X  2 

_ 1, 105,468.  J 8 

Per  Year  Per  Month  Per  Mile 

Total  Operating  Cost  $4,191,109.68  349,259.14 

Non  Mail  Revenues  1,309,413.60  109,117.80 

Break  Even  Mail  Pay 
Required  2,881,696.08  240,141.34  .6120 

10%  on  Capital  Investment  110,546.87  9,212.24  .0235 


Total  Mail  Pay 


$2,992,242.95  249,353.58 


.6355 
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Total  Capital  Investment  Required  for  Equipment  to  Activate  Routes 
in  the  “Mississippi  Valley**  the  “ Great  Lakes**  and  the  “North 
Central”  Area  Routes  Based  on  Cessna  190  Aircraft. 


Mississippi 

Great 

North 

Valley 

Lakes 

Central 

Total 

No.  No.  No. 

Req.  Amount  Req.  Amount  Req. 

Amount 

No. 

Req.  Amount 

Aircraft 

8 

$94,572.32 

4 

47,286.16 

10 

118,215.40 

22 

$260,073.88 

Spare  Engines 

4 

6,400.00 

2 

3,200.00 

5 

8,000.00 

11 

17,600.00 

Spare  Propellers 
Spare  Parts 

4 

1,200.00 

9,457.23 

2 

600.00 

4,728.61 

5 

1,500.00 

11,821.54 

11 

3,300.00 

26,007.38 

Shop  Equipment 
Ground  to  Air 

1 

15,000.00 

0 

1 

5,000.00 

2 

20,000.00 

Radio 

Office  Furniture 

0 

14,053.00 

0 

3,960.00 

0 

9,995.00 

0 

28,008.00 

$140,682.55 

Operating  Capital 
for  90  days. 

Based  on  esti¬ 
mated  costs  less 
estimated  revenues 
from  all  sources.  51,779.08 

Total  Capital 

required  $192,461.63  $56,011.75  $173,251.71  $421,725.09 

4650  Docket  No.  3965,  Ozark  Airlines 

Exhibit  No.  9,  Page  2  of  5 

Financial  Structure  of  Ozark  Airlines 

OZARK  AIRLINES,  a  Missouri  corporation,  was  issued 
its  charter  on  September  1,  1943.  Its  authorized  capital 
stock  is  $850,000  consisting  of  500,000  shares  of  common 
stock  of  $1  par  value  and  3,500  shares  of  preferred  stock 
of  $100  par  value  per  share. 

Common  stock  in  the  amount  of  100,000  shares  has  been 
issued  and  fully  paid  in  cash.  No  preferred  stock  has 


$59,774.77  154,531.94  354,989.26 


-3,763.02  18,719.77  66,735.83 
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been  issued.  The  present  holders  of  fully  paid  common 
stock  and  their  respective  holdings  are  as  follows 


Laddie  Hamilton,  Tuscaloosa,  Alabama  61333 

Barak  T.  Mattingly,  St.  Louis,  Missouri  28667 

J.  Brownlow  Carl  25000 

H.  D.  Chinn,  Springfield,  Missouri  3000 

Arthur  G.  Heyne,  St.  Louis,  Missouri  2000 

Total  shares  outstanding  100000 


Additional  common  stock  in  the  amount  of  $260,000  hhs 
been  subscribed  which  is  to  be  paid  for  on  demand  by  the 
following  persons  in  the  amount  set  opposite  their  names, 
to-wit: 


Laddie  Hamilton  50000 

Barak  T.  Mattingly  25000 

J.  Brownlow  Carl  25000 

W.  P.  Thielens  100000 

Arthur  G.  Heyne  10000 

Floyd  W.  Jones  50000 

Total  additional  shares  subscribed  260000 


In  addition  Ozark  Airlines  has  obtained  a  firm  commit¬ 
ment  from  the  Industrial  Bank  &  Trust  Company  of  St. 
Louis,  Missouri  for  a  loan  of  $400,000.  This  brings  the 
total  capital  immediately  available  to  Ozark  Airlines  to 
$760,000.  There  will  still  remain  140,000  shares  of  com¬ 
mon  stock  of  the  value  of  $140,000  and  3,500  shares  of  pre¬ 
ferred  stock  of  the  value  of  $350,000  un-issued  which  will 
be  available  for  additional  capital  requirements  if  deemed 
necessary  by  the  Board  of  Directors. 

The  officers  of  Ozark  Airlines  are  as  follows: 

Laddie  Hamilton,  President 
Barak  T.  Mattingly,  Vice-President 
J.  Brownlow  Carl,  Vice-President 
Arthur  G.  Heyne,  Secretary-Treasurer 
The  Directors  of  Ozark  Airlines  are : 

Laddie  Hamilton 
Barak  T.  Mattingly 


180 

Arthur  G.  Heyne 
J.  Brownlow  Carl 
Wagner  P.  Thielens 

4651  Docket  No.  3965,  Ozark  Airlines,  Inc. 

Exhibit  No.  9,  Page  3  of  5 

Ozark  Airlines  Incorporated 
%  Arthur  G.  Heyne,  Secretary-Treasurer 
Frisco  Building,  St.  Louis,  Missouri 

Balance  Sheet 
August  23,  1949 
Assets 

Current : 


Cash  in  bank 

Miscellaneous  accounts  receivable 
Miscellaneous  supplies 

13,638.33 

42.86 

1,218.82 

14,900.01 

Fixed : 

Aircraft  (Net  of  depreciation 
of  14,256.46) 

Hangar,  shop  and  ramp  equipment 
(Net  of  depreciation  of  22.50) 

7,130.08 

37.50 

7,167.58 

Other : 

Prepaid  certification  expense 

79,043.95 

TOTAL  ASSETS 

101,111.54 

Lidbilties  and  Capital 

Current : 

Accounts  Payable 
Capital : 

Common  stock  (1,000  shares) 


1,111.54 

100,000.00 


TOTAL  LIABILITIES  AND  CAPITAL  101,111.54 


181 


4652  Docket  No.  3965,  Ozark  Airlines 

Exhibit  No.  9,  Page  4  of  5 

Stock  Subscription  Agreement 

We,  the  undersigned,  do  hereby  subscribe  for  the  number 
of  shares  of  common  stock  of  $1.00  (One  Dollar)  par  value 
of  OZARK  AIR  LINES,  INCORPORATED  set  opposite 
our  respective  names  and  agree  to  pay  for  said  shares  in 
cash  on  demand  of  the  Board  of  Directors. 

Name  Number  of  Shares 


Laddie  Hamilton  (Signed  Laddie  Hamilton)  50,000 

Barak  T.  Mattingly  (Signed  Barak  T.  Mattingly)  2a, 000 
W.  P.  Thielens  (Signed  W.  P.  Thielens)  100,000 

J.  B.  Carl  (Signed  J.  B.  Carl)  25,000 

Arthur  G.  Heyne  (Signed  Arthur  G.  Heyne)  10,000 

Floyd  W.  Jones  (Signed  Floyd  W.  Jones)  50,000 


4653  Docket  No.  3965 
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•  •  •  • 

Industrial  Bank  of  St.  Louis 
Ninth  and  Washington  Avenue 
Saint  Louis,  Mo. 

June  17,  1949 

Ozark  Airlines,  Inc. 

Springfield,  Mo. 

Gentlemen : 

We  are  advised  that  Ozark  Airlines,  Inc.  has  applied 
to  the  Civil  Aeronautics  Board  for  a  Certificate  of  Public 
Convenience  and  Necessity  to  operate  airlines  for  public 
transportation  on  routes  designated  in  your  application 
in  Docket  1082,  or  such  routes  as  the  Board  may  designate 
in  lieu  thereof,  and  that  in  connection  therewith  you  have 
applied  to  us  for  a  commitment  to  make  certain  loans  for 
the  purpose  of  purchasing  airplanes  and  equipment  to 
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operate  on  such  routes  as  shall  be  authorized  by  the  Civil 
Aeronautics  Board. 

This  bank  will  be  pleased  to  lend  Ozark  Airlines,  Inc. 
$400,000  to  be  secured  by  collateral  acceptable  to  us,  in¬ 
cluding  airplanes  and  equipment  for  such  proposed  oper¬ 
ations  and  such  other  collateral  as  may  be  agreed  upon; 
this  commitment  to  be  good  until  December  31,  1949. 

This  commitment  is  conditioned  upon  the  granting  of 
your  Certificate  of  Public  Convenience  and  Necessity  by 
the  Civil  Aeronautics  Board  for  operation  of  the  routes 
upon  which  said  planes  are  to  be  used,  upon  your  fur¬ 
nishing  us  with  adequate  acceptable  collateral  and  upon 
satisfactory  evidence  of  appropriate  corporate  action  of 
your  corporation  authorizing  the  loan  and  the  pledging  of 
the  security.  The  loan  agreement  shall  contain  mutually 
satisfactory  provisions  for  the  maintenance  of  insurance 
on  such  aircraft  and  equipment. 

This  commitment  may  be  extended  for  such  additional 
periods  as  shall  be  mutually  agreed  upon,  if  you  request 
it,  and  the  conditions  herein  stated  continue  to  exist. 

Very  truly  yours, 

/s/  Arthur  Blumeyer 
Arthur  Blumeyer 
President 
•  •  •  • 
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Personnel  of  Ozark  Airlines,  Inc. 

Operations  Manager  and  Chief  Pilot :  Walter  T.  Brownell 

Mr.  Browmell  was  born  March  6,  1910,  Tuscaloosa,  Ala¬ 
bama.  He  attended  grade  school,  high  school  and  the 
University  of  Alabama  at  Tuscaloosa,  where  he  graduated 
with  a  B.  S.  Degree  in  Mechanical  Engineering.  He  also 
attended  Culver  Military  Academy  during  two  summer 
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sessions.  From  1931  to  1934  he  attended  Massachusetts 
Institute  of  Technology  and  received  a  degree  in  Aero¬ 
nautical  Engineering.  In  addition,  he  took  one-half  year 
of  graduate  mechanical  engineering  work  specializing  in 
engine  design. 

AVIATION  EXPERIENCE : 

Mr.  Brownell  learned  to  fly  in  1926  at  the  DeHavilland 
School  of  Flying,  London,  England.  In  1928  he  again 
attended  this  school  for  a  period  of  two  weeks  and  re¬ 
ceived  his  FAI  license. 

In  the  fall  of  1928,  he  organized  the  Alabama  Airways, 
Inc.  consisting  of  eleven  individuals,  and  procured  a  Waco 
Ten  from  Doug  Davis  in  Atlanta.  He  operated  and  per¬ 
sonally  maintained  this  aircraft  a  total  of  930  hours  to 
August,  1931,  without  an  accident  or  damage  to  the  Air¬ 
craft 

From  1932  to  1934  he  was  employed  by  the  Dennison 
Airport  Operating  Company,  Quincy,  Massachusetts,  as 
pilot,  instructor  and  technical  advisor. 

In  December,  1933,  he  joined  the  Bureau  of  Air  Com¬ 
merce  in  the  capacity  of  airport  development  engineer. 
In  June,  1934  lie  was  transferred  and  placed  in  charge 
of  checking  and  training  aerial  map  checkers  and  pilots 
for  the  Department  of  Commerce  aerial  map  checking 
program  at  Washington,  D.  C. 

In  August,  1934  he  was  assigned  as  Aeronautic  Develop¬ 
ment  Engineer  and  later  placed  in  charge  of  conducting 
all  aircraft  and  engine  development  tests.  Also,  conducted 
all  blind  landing  flight  testing  at  Indianapolis,  Ind.  along 
with  cone  silence  and  fan  type  marker  tests. 

Mr.  Brownell  resigned  from  the  Bureau  of  Air  Cojm- 
merce  in  June,  1937  to  take  a  position  as  Chief  Engineer 
for  Howard  Aircraft  Corporation.  While  in  this  capaci  ty 
he  acted  as  General  Manager,  Factory  Foreman  and  test 
pilot  due  to  the  absence  of  Ben  0.  Howard.  Until  the 
company  located  a  General  Manager  in  the  spring  of  1939, 
he  accomplished  the  following  developments : 
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ATC  Wright  Sea  Plane 

ATC  285  Jacobs  Land  and  Seaplane 

ATC  Revised  LC  &  CG  Range,  including  windshield  re¬ 
design 

ATC  P  &  W  Jr.  Howard  (responsible  for  the  entire 
design.) 

ATC  330  Jacobs  Howard 

ATC  All  1939  revised  models 

ATC  1940  models  (Flight  tests  only)  Carried  out  the 
design  of  a  high  wing,  twin  engine  tricycle  gear  aircraft 
(DGA  10)  to  the  construction  stage. 

In  January,  1940,  Mr.  Brownell  started  his  own  business, 
a  flying  school  operation  to  establish  a  means  of  liveli¬ 
hood,  in  order  to  build  up  a  consulting  engineering  organi¬ 
zation  to  specialize  only  in  doing  CAA  analysis  and  flight 
tests  acceptance  work.  In  the  summer  of  1940  he  promoted 
a  loan  of  $60,000.00  from  the  University  of  Chicago,  and 
obtained  the  Ford  Lansing  Airport  for  the  purpose  of 
instructing  University  of  Chicago  students  on  the  CPT 
program.  He  operated  this  school  until  September  of 
1941  at  which  time  it  was  necessary  to  sell  the  business 
due  to  the  fact  that  he  was  called  into  active  service  with 
the  Marine  Corps. 
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Personnel  of  Ozark  Airlines ,  Inc.  (ConVd) 
Military  Aviation  Experience 

Mr.  Brownell  was  commissioned  Second  Lieutenant,  July, 
1935  in  the  U.  S.  Marine  Corps  Reserve.  He  was  an  active 
member  of  the  Fleet  Reserves  at  Washington,  D.  C.  until 
1937.  He  attended  summer  drills  and  maintained  military 
proficiency  in  all  types  of  aircraft  until  being  called  to 
active  duty. 

In  January,  1942,  he  was  assigned  to  the  Marine  Over- 
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haul  Base  at  North  Island,  San  Diego,  and  placed  in 
charge  of  engine  overhead;  in  March,  1942,  he  was  ad¬ 
vanced  to  the  job  of  A  &  R  Officer  of  this  unit,  (A  &  R 
Officer  is  in  charge  of  all  overhaul  work.)  During  thjs 
time  with  the  aid  of  two  pilots  he  conducted  all  flight  tests 
work  and  aerial  photography  work  for  this  unit;  in  Au¬ 
gust,  1942  he  was  transferred  to  General  Rowell’s  Staff,  as 
an  Assistant  Engineer  and  Material  Officer.  In  Octobei', 
1943,  he  was  transferred  to  Ewa  Air  Station  at  Honolulu 
where  General  Rowell’s  headquarters  had  been  moved,  as 
officer  in  charge  of  the  Four  Section  which  conducted  all 
engineering  maintenance,  material  and  supply  matters  per¬ 
taining  to  all  Marine  units  in  the  Pacific  area,  including 
the  west  coast. 

In  March,  1944  he  requested  duty  to  a  vacancy  in  ti^e 
South  Pacific  in  the  Second  Marine  Air  Wing,  which  was 
approved.  Developed,  test  flew  and  perfected  the  DD'f 
spray  apparatus  for  aircraft  which  was  used  at  Pelelixji, 
and  later  adopted  by  the  Navy  to  spray  Iwo  Jima  and 
Okinawa,  and  recently  the  area  around  Corpus  Christi 
after  a  storm. 

Mr.  Brownell  was  returned  to  the  states  in  January,  1945 
and  was  assigned  as  officer  in  charge  of  the  Four  Section 
of  the  Marine  Fleet  Air  West  Coast.  During  his  period 
of  active  duty  he  has  flown  all  combat  types  assigned  to 
the  Marine  Corps  including  the  twin  engine  F7F. 
addition  he  has  had  considerable  first  pilot  experience 
the  following  transports:  JR-2,  SNB,  R50-4-5,  R3D,  R4 
and  R5-C  and  R-5D  (Co-Pilot  only) 

Mr.  Brownell  was  released  from  active  duty  with  the 
rank  of  Lt.  Colonel. 


SUPERINTENDENT  OF  MAINTENANCE— 

Phillip  Clyde  Massie 
Education : 

Mr.  Massie  was  born  in  Grand  Marais,  Minnesota,  Jan¬ 
uary  9, 1919.  He  attended  the  local  schools  and  was  grad- 
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uated  from  Grand  Marais  High  School  in  June,  1935.  He 
attended  St.  Olaf  College,  Northfield,  Minnesota  for  one 
year  where  he  studied  Liberal  Arts.  In  September,  1936 
he  entered  Parks  Air  College,  East  St.  Louis,  Illinois,  and 
in  June,  1939,  received  his  B.  S.  Degree  in  Aviation  Main¬ 
tenance,  and  Aircraft  and  Engine  Certificate  No.  M17616. 
He  also  holds  ground  school  instructors  rating  for  both 
aircraft  and  engines,  number  1149666;  and  is  a  designated 
Aircraft  Maintenance  Inspector,  No.  2210;  and,  Radio¬ 
telephone  Operator  License  No.  P2-6-7. 

Employment: 

Mr.  Massie  was  employed  in  June,  1939  by  the  Alabama 
Institute  of  Aeronautics,  contractor  to  the  United  States 
Army  Air  Forces  in  the  training  of  American,  British 
and  French  cadets,  as  Aircraft  and  Engine  Mechanic, 
maintaining  planes  used  on  the  Army  Primary  Flight 
Training  Program.  On  December  17,  1939  he  was  pro¬ 
moted  to  Hangar  Chief  in  charge  of  planes  used  on  Civilian 
Pilot  Training  Program. 

On  March  15,  1943,  Mr.  Massie  resigned  from  the  Ala¬ 
bama  Institute  of  Aeronautics  to  accept  appointment  as 
District  Aviation  Maintenance  Supervisor  with  the  Civil 
Aeronautics  Administration  War  Training  Service,  Region 
2;  was  promoted  to  Senior  Aircraft  Procurement  Super¬ 
visor  on  February  12,  1944. 
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Personnel  of  Ozark  Airlines ,  Inc.  (Cont’d) 

War  Service: 

On  June  16,  1944  he  was  inducted  into  the  U.  S.  Navy  as 
Aircraft  Radar  Technician.  He  served  as  Aviation  Elec¬ 
tronics  Technician’s  Mate  2/c  until  separation  from  the 
service  on  February  13,  1946. 

After  being  released  from  the  service,  Mr.  Massie  was 
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employed  by  Southland  Aviation  Corporation,  Binning-, 
ham,  Alabama,  as  Service  Manager,  from  March  15,  1946, 
until  March  1,  1947.  On  March  15,  1947  he  came  to  Dixie 
Air,  Inc.,  Tuscaloosa,  Alabama  as  Superintendent  of  Main¬ 
tenance  and  Director  of  Aviation  Mechanics’  School,  which 
position  he  still  holds. 

Mr.  Massie  was  married  in  1940  and  is  the  father  of 
two  children. 

Aircraft  and  Engine  Mechanics : 


Austin  Guy  Fisher : 

Mr.  Fisher  received  his  B.  S.  Degree  in  Aviation  M 
chanics  from  Parks  Air  College  in  March,  1941.  He  h{ 
had  three  years  experience  in  the  teaching  of  Engir 
Mechanics,  from  April  1,  1941  until  September,  1944.  I 
holds  mechanic  license  for  Aircraft  and  Engines,  numb* 
77383-41. 

From  April  1,  1941  until  September,  1944  he  was  er 
ployed  by  the  Alabama  Institute  of  Aeronautics  on  r 
Army  Primary  Program  as  foreman  of  the  Engine  Ove; 
haul  Department.  September,  1944  to  March  1947  he  w£ 
stationed  in  Washington,  D.  C.  with  the  TWA  Divisic 
of  the  Air  Transport  Command  as  engine  lead  man  servi 
ing  C-54’s,  C-47’s  and  Constellation  Aircraft.  Fro] 
March,  1947  to  August,  1948  he  was  employed  by  Pari 
Aircraft  Sales  and  Services  in  Indianapolis  as  shop  fori 
man. 

Other  A  &  E  Mechanics  are: 

Erwin  McLaughlin,  H.  James  Ivey. 
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History  of  Dixie  Air  Incorporation 

Dixie  Air  Incorporated  was  organized  and  incorporated 
under  the  laws  of  the  State  of  Alabama  on  May  7,  1945, 
by  R.  H.  Collin,  Laddie  Hamilton,  and  J.  B.  Carl.  The 
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corporation  purchased  the  equipment,  airplanes,  improve¬ 
ments,  and  leases  of  the  Alabama  Institute  of  Aeronautics 
which  was  a  contractor  to  the  United  States  Armv  Air 

at 

Forces  for  the  training  of  aviation  cadets. 

Dixie  Air  is  located  on  VandeGraalT  Field  which  is  the 
Tuscaloosa  Municipal  Airport. 

At  the  time  of  the  purchase  of  the  aforementioned  assets 
from  the  Alabama  Institute  of  Aeronautics,  Dixie  Air  be¬ 
came  distributors  for  the  State  of  Alabama  and  Mississippi 
for  Ercoupe  airplanes.  In  February,  1946,  Mr.  Hamilton 
and  Mr.  Carl  purchased  the  stock  held  by  Mr.  Collin  and 
continued  to  operate  Dixie  Air  Incorporated  with  no  fur¬ 
ther  changes  in  organization.  Mr.  Collin  was  sold  the  Er¬ 
coupe  franchise,  and  Dixie  Air  concentrated  on  the  dif¬ 
ferent  phases  of  aviation  training  and  the  service  and 
overhaul  of  aircraft. 

The  total  authorized  capital  stock  is  $80,000  of  which 
$30,000  has  been  issued  and  paid  for  in  cash. 

Dixie  Air  has  operated  continuously  since  its  organiza¬ 
tion  and  is  a  going  concern.  From  May  7,  1945,  until 
July  1,  1949,  a  total  of  278  veteran  students  and  69  non¬ 
veteran  students  had  been  trained  to  fly.  Dixie  Air  aver¬ 
aged  over  14,000  hours  of  flying  per  year  during  this 
period,  and  has  never  lost  an  airplane  nor  had  a  student 
injured  in  any  way.  The  same  policies  and  thoroughness 
of  training  and  careful  supervision  has  built  the  safety 
record  of  Ozark  airlines  and  has  been  responsible  for  this 
phenomenal  record.  This  safety  record  is  substantiated  by 
the  many  highly  complimentary  letters  received  by  Dixie 
Air  from  the  Southeastern  Aviation  underwriters  and 
Prichard-Moore  Incorporated  agencies  which  have  handled 
the  incorporated  account  for  the  company.  Such  has 
been  the  thoroughness  of  the  training  that  even  after  gradu¬ 
ation  the  students  of  Dixie  Air  have  continued  to  main¬ 
tain  an  unusual  safety  record.  Dixie  Air  has  no  knowledge 
of  any  student  who  has  completed  his  course  being  in  a 
serious  accident  or  involved  in  violation  of  civil  air  regu- 
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lations.  The  operation  of  Dixie  Air  has  been  held  as  a 
model  for  other  schools  in  the  south  and  the  mechanical 
know  how  and  the  ability  of  its  personnel  is  reflected  in 
the  superiority  of  its  maintenance  of  its  airplanes. 

Dixie  Air  is  a  CAA  approved  air  agency  for  the  train¬ 
ing  of  pilots  and  holds  approved  agency  certificate  number 
2903  with  the  ratings  primary,  commercial,  instrument, 
multi-engine  and  flight  instructor  school.  The  flight  school 
is  approved  by  the  State  Department  of  Education  and 
holds  contracts  with  the  Veteran  Administration  for  idle 
training  of  veteran  students  for  the  above  ratings.  The 
aircraft  and  engine  shop  of  Dixie  Air  is  approved  by  the 
State  Department  of  Education  for  on  the  job  training,, 
and  a  number  of  mechanics  have  received  their  aircraft 
and  engine  rating  in  this  shop.  Dixie  Air  also  operates 
CAA  approved  mechanical  school  and  holds  certificate 
number  3481.  Approximately  thirty  mechanical  trainees 
are  enrolled,  and  the  school  will  probably  be  expanded  to 
sixty  students  with  the  next  class. 

4660  Docket  No.  3965,  Ozark  Airlines 

Exhibit  No.  11,  Page  3  of  3 

History  of  Dixie  Air  Incorporation  ( Con’d) 

Mr.  Carl  and  Mr.  Hamilton  personally  supervise  every 
phase  of  Dixie  Air  operation  and  there  has  never  b^en 
any  compromise  in  any  case  where  quality  and  safety 
were  at  stake. 

Dixie  Air  after  selling  its  franchise  for  Ercoupe  air¬ 
planes  became  distributor  for  Stinsons  and  sold  a  large 
number  of  these  airplanes.  Due  to  the  superiority  of  the 
Cessna  line  of  airplanes,  Dixie  Air  closed  their  account 
with  Consolidated  Vultee  in  early  1948  and  became  dis¬ 
tributor  for  Cessna  airplanes. 

Dixie  Air  has  always  enjoyed  the  best  of  reputation  in 
the  base  operations  field  for  the  excellence  of  its  mechani¬ 
cal  work  and  training. 
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Aircraft  Utilization  Chart — Mississippi  V alley  Area 


Plane  No.  1 

7 :30  a.m.  Lv.  St.  Louis 
10 :30  a.m.  Ar.  Tulsa 
11:00  a.m.  Lv.Tulsa 
1 :20  p.m.  At.  Kansas  City 
2 :30  p.m.  Lv.  Kansas  City 
4:50  p.m.  Ar.  Tulsa 

Plane  No.  3 
7 :30  a.m.  Lv.  Tulsa 
10:30  a.m.  Ar.  St.  Louis 
2 :00  p.m.  Lv.  St.  Louis 
5 :00  p.m.  Ar.  Tulsa 


Plane  No.  5 

7 :30  a.m.  Lv.  St.  Louis 
10:30  a.m.  Ar.  Memphis 
1:00  p.m.  Lv.  Memphis 
4 :00  p.m.  Ar.  St.  Louis 

Terminals 

Memphis 
St.  Louis 
Tulsa 


Plane  No.  2 

7 :30  a.m.  Lv.  Tulsa 
9 :50  a.m.  Ar.  Kansas  City 
10 :30  a.m.  Lv.  Kansas  City 
12 :50  p.m.  Ar.  Tulsa 
2 :00  p.m.  Lv.  Tulsa 
5 :00  p.m.  Ar.  St.  Louis 

Plane  No.  4 
7 :30  a.m.  Lv.  St.  Louis 
9 :35  a.m.  Ar.  Davenport 
9 :45  a.m.  Lv.  Davenport 
11 :50  a.m.  Ar.  St.  Louis 
12 :40  p.m.  Lv.  St.  Louis 
2 :45  p.m.  Ar.  Davenport 
2 :55  p.m.  Lv.  Davenport 
5 :00  p.m.  Ar.  St.  Louis 

Plane  No.  6 
7 :30  a.m.  Lv.  Memphis 
10:30  a.m.  Ar.  St.  Louis 
2 :00  p.m.  Lv.  St.  Louis 
5:00  p.m.  Ar.  Memphis 

Shortest  Day — 
Sunrise  —  Sunset 
7 :09  a.m.  4 :48  p.m. 

7 :17  a.m.  4 :40  p.m. 
7:11a.m.  4:46  p.m. 
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4662  Aircraft  Utilization  Chart — Great  Lakes  Area 


Plane  No.  1 
7 :30  a.m.  Lv.  St.  Louis 
9 :40  a.m.  Ar.  Rockford 
9 :50  a.m.  Lv.  Rockford 
11 :59  a.m.  Ar.  St.  Louis 
12 :30  p.m.  Lv.  St.  Louis 
2 :40  p.m.  Ar.  Rockford 
2 :50  p.m.  Lv.  Rockford 
5 :00  p.m.  Ar.  St.  Louis 

Plane  No.  3 

7 :30  a.m.  Lv.  Galesburg 
9 :40  a.m.  Ar.  Indianapolis 
9 :50  a.m.  Lv.  Indianapolis 
11 :59  a.m.  Ar.  Galesburg 
12 :30  p.m.  Lv.  Galesburg 
2 :40  p.m.  Ar.  Indianapolis 
2 :50  p.m.  Lv.  Indianapolis 
5 :00  p.m.  Ar.  Galesburg 

Terminals 
Galesburg 
St.  Louis 


Plane  No.  2 
7 :15  a.m.  Lv.  St.  Louis 
9 :40  a.m.  Ar.  Indianapolis 
9 :50  a.m.  Lv.  Indianapolis 
12 :15  p.m.  Ar.  St.  Louis 
12 :15  p.m.  Lv.  St.  Louis 
2 :40  p.m.  Ar.  Indianapolis 
2 :50  p.m.  Lv.  Indianapolis 
5  ;15  p.m.  Ar.  St.  Louis 

Plane  No.  4 
7:15  a.m.  Lv.  St.  Louis 
9 :35  a.m.  Ar.  Chicago 
9:55  a.m.  Lv.  Chicago 
12 :15  p.m.  Ar.  St.  Louis 
12 :15  p.m.  Lv.  St.  Louis 
2 :35  p.m.  Ar.  Chicago 
2 :55  p.m.  Lv.  Chicago 
5 :15  p.m.  Ar.  St.  Louis 

Shortest  Day — 
Sunrise  —  Sunset 
7 :22  a.m.  4 :35  p.m. 

7 :17  a.m.  4 :40  p.m. 


4663  Aircraft  Utilization  Chart — North  Cenrtal  Area 


Plane  No.  1 
7 :30  a.m.  Lv.  Chicago 
10:45  a.m.  Ar.  Des  Moines 
1 :30  p.m.  Lv.  Des  Moines 
4 :45  p.m.  Ar.  Chicago 

Plane  No.  2 

7 :30  a.m.  Lv.  Des  Moines 
10 :45  a.m.  Ar.  Chicago 
1 :30  p.m.  Lv.  Chicago 
4 :45  p.m.  Ar.  Des  Moines 


Plane  No.  5 
7 :30  a.m.  Lv.  Chicago 
11 :00  a.m.  Ar.  Sioux  City 
1 :00  p.m.  Lv.  Sioux  City 
4 :30  p.m.  Ar.  Chicago 

Plane  No.  6 

7 :30  a.m.  Lv.  Sioux  City 
11 :00  a.m.  Ar.  Chicago 
1 :00  p.m.  Lv.  Chicago 
4 :30  p.m.  Ar.  Sioux  City 
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Plane  No.  3 

7 :30  a.m.  Lv.  Milwaukee 
11:00  a.m.  Ar.  Des  Moines 
1 :00  p.m.  Lv.  Des  Moines 
4 :30  p.m.  Ar.  Milwaukee 

PUme  No.  4 

7 :30  a.m.  Lv.  Des  Moines 
11 :00  a.m.  Ar.  Milwaukee 
1 :30  p.m.  Lv.  Milwaukee 
5 :00  p.m.  Ar.  Des  Moines 

Terminals 
Chicago 
Des  Moines 
Milwaukee 
Minneapolis 
Sioux  City 


Plane  No.  7 
7 :30  a.m.  Lv.  Chicago 
LI  :00  a.m.  Ar.  Minneapolis 
L2 :01  p.m.  Lv.  Minneapolis 
3 :30  p.m.  Ar.  Chicago 

Plante  No.  8 

7 :30  a.m.  Lv.  Minneapolis 
11 :00  a.m.  Ar.  Chicago 
1 :00  p.m.  Lv.  Chicago 
4:30  p.m.  Ar.  Minneapolis 

Shortest  Day — 
Sunrise  —  Sunset 
7 :25  a.m.  4 :32  p.m. 

7 :25  a.m.  4 :32  p.m. 

7 :28  a.m.  4 :29  p.m. 

7 :35  a.m.  4 :22  p.m. 
7:28  a.m.  4:29  p.m. 


•  #  •  • 

$ 

4705  Exhibit  No.  Ozark  A 


Answering  Inquiry  Nov  11  1949 
DUN  &  BRADSTREET,  INC. 

Mercantile  credit  reports  necessarily  differ  in  form  and 
in  length,  depending  upon  the  size  and  complexity  of  the 
concern  reported.  The  policy  of  the  agency  is  to  present 
the  essential  information  as  concisely  as  possible. 

Credit — Man’s  confidence  in  man  . .  . 

OR  99  November  11,  1949 

Tuscaloosa  Ala 
Tuscaloosa  County 

THIELENS,  WAGNER  P. 

RATING:  NQ 

He  is  about  50,  married,  and  a  native  of  Indiana.  He  is 
reported  to  have  had  many  years  experience  in  the  Re¬ 
search  Department  of  the  Gulf  States  Paper  Company, 
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Tuscaloosa,  Ala.  and  is  now  Vice  President  of  that  con¬ 
cern,  having  elected  to  that  office  in  January,  1946,  ai^d 
in  some  quarters  is  reported  in  receipt  of  an  income  froijn 
that  source  of  $27,000  annually. 

Thielens  is  also  a  partner  in  the  Demopolis  Broadcast¬ 
ing  Co.  at  Demopolis,  Ala.  which  concern’s  statement  dated 
October  26,  1948  showed  a  total  net  worth  of  $45,026. 

He  is  reported  to  own  his  home  here  worth  several  thou¬ 
sand  dollars,  and  has  real  estate,  and  personal  holdings 
estimated  at  about  $500,000  with  indebtedness  well  in  hand. 

Highly  regarded,  of  excellent  business  ability,  and  payjs 
his  obligations  when  due. 

11-11-49  (92c-16) 

(8-215) 


4706  Ozark  Exhibit  B 

Answering  Inquiry  Nov  10  1949 
DUN  &  BRADSTREET,  INC. 

Mercantile  credit  reports  necessarily  differ  in  form  and 
in  length,  depending  upon  the  size  and  complexity  of  the 
concern  reported.  The  policy  of  the  agency  is  to  present 
the  essential  information  as  concisely  as  possible. 

Credit — Man’s  confidence  in  man  .  .  . 

Or  99  November  9,  1949 

Tuscaloosa  Alabama 
Tuscaloosa  County 

CARL,  JOSEPH  BROWNLOW 
RATING :  N  Q 

Carl  is  about  49,  married,  and  a  native  of  Alabama.  For 
some  time  was  connected  with  the  H  &  W  Drug  Company 
but  reported  to  have  sold  that  interest  August  1,  1944  to 
James  Howard  Luna.  He  is  now  reported  President,  and 
principal  in  Dixie  Air,  Inc.,  engaged  in  the  operation  of 
an  airport  and  airplane  agency  here. 

Dixie  Air,  Inc.  was  chartered  under  Alabama  laws  May 
2, 1945  with  authorized  capital  of  $80,000,  and  $30,000  paid 
in.  Operations  are  reported  profitable. 


f 

i 
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Carl  is  highly  regarded,  and  is  credited  with  some  means 


his  own 

right. 

Payments 

HC 

Owe 

P.  Due  Terms 

November  9, 1949 

100 

0 

30 

Prompt 

100 

0 

30 

Prompt 

100 

0 

30 

Prompt 

11-9-49  (400c-16-459c-16) 

(8-215) 

4707  Ex.  Ozark  C 

Answering  Inquiry  Nov  11  1949 
DUN  &  BRADSTREET,  INC. 

Mercantile  credit  reports  necessarily  differ  in  form  and 
in  length,  depending  upon  the  size  and  complexity  of  the 
concern  reported.  The  policy  of  the  agency  is  to  present 
the  essential  information  as  concisely  as  possible. 

Credit — Man’s  confidence  in  man  .  .  . 

Or  99  November  10  1949 

Tuscaloosa  Alabama 
Tuscaloosa  Countv 

HAMILTON,  LADDIE 
RATING:  N.Q. 

Laddie  Hamilton  is  about  43,  married,  and  for  a  time 
resided  at  Florence,  Alabama  where  he  was  President  of 
the  Dixie  Coaches,  Inc.  That  business  moved  its  head¬ 
quarters  to  Tuscaloosa  in  the  Summer  of  1937  and  at  that 
time  Hamilton  located  here.  He  owns  90%  of  the  capital 
stock  in  the  Dixie  Coaches,  Inc.,  which  went  out  of  exist¬ 
ence  April  1,  1942.  When  that  company  went  out  of  ex¬ 
istence,  it  was  acquired  by  Southeastern  Greyhound  Bus 
Lines  and  Hamilton  remained  with  the  latter  company  as 
Regional  Manager  for  a  time.  He  is  Secretary  and  Treas¬ 
urer  of  Dixie  Metal  Products  and  Manufacturing  Co.,  Inc. 
of  Tuscaloosa  which  was  organized  as  an  AJabama  Cor¬ 
poration  January  20, 1947  with  a  paid  in  capital  of  $5,000. 
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That  company  is  engaged  in  the  manufacture  of  carpenters 
and  plumbers  tools.  He  is  also  Vice  President  of  Dixie 
Air,  Inc.,  a  local  company  which  is  engaged  in  the  oper¬ 
ation  of  an  airport,  flying  service  and  a  dealership  in 
airplanes.  He  is  President  of  Druid  City  Lines,  Inc. 
has  active  management  of  that  business. 

Hamilton  submitted  the  following  estimates  statement 
November  5, 1949 


and 


Assets 


Liabilities 


Cash 

$  54,250 

Bank  Loan 

$  51, 

000 

Notes  Rec. 

38,000 

Personal 

15,000 

Real  Estate 

8,000 

Bonds 

25,000 

Stocks 

149,973 

Net  WORTH 

239, 

223 

Total 

290,223 

Total 

290, 

223 

He  is  well  regarded  locally  and  reported  of  good  char¬ 
acter  and  habits. 

Payments  are  reported  prompt  and  satisfactory. 
11-10-49  (459c  78) 


4708 


Ozark  Exhibit  D 


Answering  Inquiry  Nov  4  1949 
DUN  &  BRADSTREET,  INC. 

Mercantile  credit  reports  necessarily  differ  in  form  and 
in  length,  depending  upon  the  size  and  complexity  of 
concern  reported.  The  policy  of  the  agency  is  to  present 
the  essential  information  as  concisely  as  possible. 

Credit — Man’s  confidence  in  man  .  .  . 

Or  8  November  4  1949 
Lawyer 

St.  Louis  2  Mo. 

408  Olive  Street 
(Merchants  Laclede  Bldg. 

Suite  209) 
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MATTINGLY,  B.  T. 

RATING:  N.Q. 

Barak  T.  Mattingly  is  about  45,  married,  and  native 
bora.  The  subject  has  resided  in  St.  Louis  all  of  his  adult 
life,  and  has  been  engaged  as  a  practicing  attorney  since 
1926.  He  is  a  member  of  the  law  firm  Mattingly-Boas  and 
Richards;  that  firm  succeeded  Mattingly-Berthold- Jones  & 
Richards,  formerly  located  at  706  Chestnut  St.  The  office 
was  moved  to  the  Merchants  Laclede  Building  during  the 
latter  part  of  1948. 

Mattingly  formerly  gave  some  of  his  time  to  State  poli¬ 
tics,  and  formerly  represented  Missouri  on  the  Republican 
National  Committee,  but  resigned  from  that  office  about 
three  months  ago.  He  is  favorably  regarded  both  person¬ 
ally  and  professionally  and  in  recent  years  a  good  clientele 
has  been  built  up. 

Mattingly  was  not  available  for  an  interview  when  call 
was  made  at  his  office  on  November  2,  1949.  Those  con¬ 
sulted  are  unable  to  closely  estimate  his  net  worth,  how¬ 
ever,  it  is  reported  that  he  maintains  active  bank  accounts 
with  four  institutions  and  in  the  aggregate  has  sizable  cash 
balances  available.  He  and  his  wife  are  the  owners  of 
home  located  at  #2  Chambers  Road  which  has  an  esti¬ 
mated  value  of  a  low  five  figure  sum.  Other  assets  consist 
of  personal  property,  law  library  and  investments.  The 
subject  is  in  receipt  of  good  income  from  his  practice,  and 
is  discharging  obligations  promptly,  according  to  terms. 

Early  in  1949,  Mattingly  was  elected  Vice  President  and 
director  of  the  West  Side  Transit  Company,  Inc.,  of  New 
Orleans,  La. 

11-4-49  (  67  17)  5836-10646-8030-10196  kbs 
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4709  Ozark  Exhibit  E 

Answering  Inquiry  Nov  25  1949 
DUN  &  BRADSTREET,  INC. 

Mercantile  credit  reports  necessarily  differ  in  form  and 
in  length,  depending  upon  the  size  and  complexity  of  the 
concern  reported.  The  policy  of  the  agency  is  to  present 
the  essential  information  as  concisely  as  possible. 

Credit — Man’s  confidence  in  man  .  .  . 

CD  8  November  25  1949 
Lawyer 

St.  Louis  1  Mo. 

906  Olive  Street 
Friscoe  Building 
Suite  734 

HEYNE,  ARTHUR  G. 

RATING:  N.  Q. 

Heyne  is  51,  married  and  native  born.  He  attended 
St.  Louis  University  Law  School  and  after  graduating,  was 
admitted  to  the  Bar  in  Missouri  in  1924.  For  approxi¬ 
mately  eleven  years  he  was  chief  clerk  in  the  St.  L(|>uis 
Circuit  Clerk’s  office  but  resigned  about  1934  and  has 
since  practiced  his  profession.  He  has  maintained  an 
office  in  the  Friscoe  Building  since  1946.  For  several  ye  ars 
Heyne  was  Chairman  of  the  Missouri  Athletic  Commi  ttee 
by  appointment  of  the  Governor  of  the  State,  however  lie 
succeeded  in  that  office  by  another  individual.  He  is  presi¬ 
dent  trustee  on  board  of  trustees  of  St.  John’s  (Church) 
Cemetery  Association,  having  management  in  control  of  in¬ 
vestments  totaling  over  $150,000;  also  secretary  and  mem¬ 
ber  of  the  board  of  Carlstrom  Foods,  Inc.,  a  Missouri  cor¬ 
poration  chartered  July  1, 1937.  That  corporation  has  out¬ 
standing  capital  stock  and  surplus  of  $51,898  as  of  June 
30,  1948.  Heyne  also  appears  as  secretary  of  the  Dewey 
Realty  Company,  Ionian  Realty  Company,  and  Federal 
Building  Cleaners,  Inc.,  in  addition  to  the  Ozark  Airlines 
Inc.  The  subject  is  also  a  member  of  several  fraternal  and 
sportsmans  organizations,  and  holds  offices  in  same.  He 
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was  assistant  Circuit  Clerk  of  the  City  of  St.  Louis  for 
twelve  years  and  chairman  of  the  Missouri  Athletic  Com¬ 
mission  for  five  years.  Heyne  resides  at  4620  A.  Carrie 
Avenue.  Records  do  not  show  him  to  be  the  owner  of  local 
real  estate. 

On  November  21, 1949  Arthur  G.  Heyne  Attorney  at  law, 
signed  a  statement  indicating  the  following:  Assets,  cash 
$2,000,  accounts  receivable  $3,000,  notes  receivable  $3,250, 
government  bonds  (Current  value)  $1,000,  fixtures  $10,000, 
stocks,  bonds,  etc.  $10,000,  total  assets  $29,250.  Liabilities 
are  not  mentioned. 

Records  indicate  that  Arthur  G.  Heyne,  and  his  first  wife 
Lydia,  established  a  savings  account  at  a  local  bank  some 
years  ago.  Lydia  Heyne  died  in  1931  and  he  has  since 
remarried.  At  another  institution  it  is  learned  that  the 
subject  maintains  a  checking  account  there  and  cash  bal¬ 
ances  have  averaged  in  moderate  proportions,  and  accom¬ 
modations  have  not  been  requested  during  the  current  year. 

Records  of  St.  Clair  County,  Illinois,  November  5,  1942, 
indicate  a  suit  was  filed  against  one  A.  G.  Heyne,  residing 
at  4620  Carrie  Avenue,  St.  Louis,  Missouri,  by  the  Hall- 
bruton  Oil  Well  Cementing  Company  of  Chicago,  Illinois, 
attachment  $1,659.  The  records  of  that  county  indicate 
judgment  rendered  in  favor  of  the  plaintiff  January  11, 
1943  in  the  amount  of  $1,659.  Records  also  indicate  that 
the  judgment  was  subsequently  satisfied. 

Heyne  has  a  fairly  sizeable  income  from  his  law  practice 
and  other  interests  and  it  is  reported  that  he  has  retired 
personal  obligations  promptlv  according  to  terms. 

11-25-49  (67  113)  KB  7086,  959 

PORTIONS  OF  TRANSCRIPT  RELATING  TO 
THE  CASE  OF  SOUTHERN  BUS 

2496  R.  K.  Jefferies 

called  as  a  witness  on  behalf  of  Southern  Bus 
Lines,  Inc.,  having  been  first  duly  sworn,  was  examined 
and  testified  as  follows : 
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•  #  •  • 

Direct  Examination 
BY  MR.  SCOUTT : 

Q  Mr.  Jefferies,  will  you  please  state  your  full  name 
and  position  with  the  applicant,  for  the  record?  A  R.  K. 
Jefferies,  Vice  President  and  General  Manager  of  South¬ 
ern  Bus  Lines,  Inc. 

Q  Do  you,  Mr.  Jefferies,  sponsor  Exhibits  numbered 
S.  B.  L.  3,  5,  6,  15,  16  and  21?  A  I  do. 

Q  Were  they  prepared  under  your  direction? 
2497  A  They  were. 

Q  Are  they  true  and  correct  to  the  best  of  your 
knowledge?  A  They  are. 

Q  Do  you  wish  to  adopt  at  this  time  the  written  testi¬ 
mony  which  appears  in  S.  B.  L.-A,  as  your  own  testi¬ 
mony?  A  I  will. 

•  *  •  • 

2505  Cross  Examination 

BY  MR.  FITZGERALD: 

Q  Mr.  Jefferies,  I  am  interested  in  this  transfer  of 
the  Southern  Bus  Lines  to  Transcontinental  Bus  System. 
What  is  the  status  of  that  at  the  present  time?  A  That 
has  been  approved  by  the  Interstate  Commerce  Commis¬ 
sion  and  the  acquisition  has  been  consummated. 

Q  Is  the  Southern  Bus  Company  now  operated  as  a 
part  of  the  Transcontinental  Bus  System?  A  The  South¬ 
ern  Bus  Lines  is  a  wholly-owned  subsidiary  of  Transcon¬ 
tinental  Bus  Lines. 

Q  And  is  it  operated  by  the  same  management  which 
operated  it  before  the  acquisition?  A  Yes,  that  is  cor¬ 
rect. 

Q  Are  you  the  operating  head  of  that  subsidiary^  A 
I  am. 

Q  Is  it  the  plan  to  continue  that —  A  That  is  my 
understanding. 

Q  — management  in  the  future?  A  That  is  coixect. 

Q  And  the  balance  of  this  Transcontinental  Bus  Sys- 
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tem  is  made  up,  I  take  it,  of  other  subsidiary  companies! 
A  Yes,  that  is  my  understanding. 

Q  And  your  managerial  control  does  not  extend  into 
any  area  that  it  did  not  extend  to  before  the  acquisition! 
A  No,  sir,  not  at  the  present  time. 

Q  And  is  my  understanding  correct  that  the  system 
is  a  group  of  subsidiary  companies  which  were 

2506  formerly  independent  bus  systems!  A  I  think 
that  is  correct.  I  think  that  the  next  witness  can 

probably  answer  some  of  those  questions  better  than  I 
can,  Mr.  Fitzgerald. 

Q  And  who  would  be  responsible  for  the  operation  of 
the  air  line  if  you  are  successful!  A  Well,  it  is  my 
understanding  at  the  present  time  that  Southern  Bus 
would  be. 

Q  It  will  be  the  Southern  Bus  Company’s  operation; 
they  will  put  the  investment  in  it!  A  That  is  correct. 

Q  And  it  will  be  under  your  management;  you  will  be 
the  managing  head  of  the  operation,  the  operation  man 
under  you!  A  Yes. 

Q  Now,  Mr.  Jefferies,  referring  to  Exhibit  No.  2, 
which  I  do  not  believe  was  sponsored  by  you,  but  refer¬ 
ring  to  that  for  the  purpose  of  my  question,  you  are  gen¬ 
erally  familiar  with  the  fact  that  that  map  depicts  the 
route  system  which  you  presented  to  the  Board  in  the 
Southern  States  and  possibly  in  the  Mississippi  Valley 
cases?  A  That  is  correct. 

Q  And  is  it  fair  to  state  that  that  route  system  repre¬ 
sented  Southern  Bus  Lines’  idea  of  the  air  route  which 
would  best  integrate  with  its  bus  routes!  A  That  is  cor¬ 
rect  ;  with  some  modifications. 

Q  That  is  because  your  bus  system  is  much  more  in¬ 
tensive  south  of  Memphis  than  it  is  north  of  Mem- 

2507  phis;  is  that  correct!  A  That  is  correct. 

Q  Isn’t  it  true  that  there  was  a  much  better 
opportunity  for  integration  of  your  bus  operations  with 
the  proposed  air  operations  in  connection  with  the  routes 
shown  in  Exhibit  2  than  there  will  be  in  connection  with 
the  routes  proposed  in  this  case!  A  Well,  I  would  say 
this,  that  it  was  before  the  acquisition  of  Southern  by 


Transcontinental  but  when  Transcontinental  came  into  the 
picture,  where  we  are  coordinating  all  of  our  operation,  it 
certainly  takes  into  this  picture  the  Exhibit  No.  1  arei. 

Q  Have  you  made  a  study  of  the  coordination  between 
the  Transcontinental  Bus  Line  routes  and  the  routes  pro¬ 
posed  in  the  area?  A  Not  in  too  much  detail. 

Q  In  that  connection,  as  I  understand  what  you  are 
saying  now,  is  that  the  Transcontinental  Bus  routes  which 
will  be  operated  by  some  other  subsidiary,  can  be  inte¬ 
grated  to  some  degree  with  the  Mississippi  Valley  routes, 
with  the  routes  for  which  you  have  applied  in  this  case? 
A  Yes,  sir. 

Q  The  coordination  then  will  be  between  one  corpora  te 
entity  which  is  a  subsidiary  of  the  Transcontinental  Bus 
System  and  other  corporate  entities  which  are  also  sub¬ 
sidiaries  of  the  same  holding  company?  A  I  might 
answer  your  question  this  way:  That  that  is  already  being 
done  in  our  present  bus  operations,  with  the  interchange 
of  passengers,  the  coordination  of  schedules,  the  through 
service,  and  what  have  you,  that  we  have  worked 
2508  out  since  the  application  to  the  Interstate  Com¬ 
merce  Commission. 

EXAMINER  WISE:  The  approval? 

THE  WITNESS:  Since  the  application. 

Of  course  that  was  worked  out  pending  the  approval 
of  the  application. 

There  is  no  reason  why  if  we  can  do  it  in  our  bijis 
system,  that  is,  the  coordination  of  service  and  opera¬ 
tions  between  the  various  companies,  that  are  wholly- 
owned,  that  we  can’t  do  it  with  the  airline. 

BY  MR.  FITZGERALD : 

Q  You  actually  carried  out  that  coordination  before 
you  got  your  approval  from  the  Interstate  Commerce 
Commission?  A  To  an  extent,  we  worked  out  all  of 
those  operations. 


2509  Q  Well,  now,  if  you  are  successful  in  this  case, 
do  I  understand  that  you  will  adjust  your  sched¬ 
ules  so  that  the  busses  and  the  airlines  will  meet?  A  We 
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will  adjust  our  schedules  between  the  airlines  and  the  bus 
lines  so  that  it  will  be  a  coordinated  service. 

Q  And  so  that  the  airline  will  then  be  auxiliary  and 
supplementary  to  the  bus  system?  A  To  a  degree. 

*  *  *  * 

2512  Q  Who  do  you  plan  to  use  as  the  operating  head 
of  the  airline?  That  is,  the  operating  manager  of 

the  air  line  as  such?  A  We  haven ’t  employed  anybody 
at  the  present  time.  That  man  has  not  been  selected. 

2513  Q  Will  the  head  of  the  Transcontinental  Bus 
Lines  have  any  direct  control  over  this  airline? 

A  Will  they? 

Q  Yes.  A  •  I  am  sure  they  will;  owning  all  the  stock 
they  certainly  would  just  the  same  as  they  would  in  the 
bus  company. 

Q  Who  makes  the  day  to  day  decisions  in  the  operation 
of  your  bus  company  now?  A  I  do,  except  certain  pol¬ 
icy,  setting  of  certain  policies,  etc.  We  certainly  go  to 
our  people. 

Q  In  the  making  of  overall  policy  you  consult  with 
and  you  are  governed  by  the  wishes  of  the  head  of  the 
parent  company?  A  That  is  correct. 

Q  But  you  handle  the  day  to  day  operation  of  the 
company?  A  That  is  right. 

•  *  *  • 

2516  Q  Will  you  tell  me  whether  you  expect  any 
diversion  from  your  bus  operations  and  if  you  have 

made  any  estimate  as  to  how  much?  A  Yes,  there  will 
be  some  diversion.  I  don’t  believe  that  it  will  be  over 
2  per  cent.  That  is  what  we  estimate. 

*  •  #  • 

Q  Will  your  airline  operation,  to  use  this  as 

2517  something  of  a  word  of  art,  be  auxiliary  to  your 
bus  operation?  A  I  wouldn’t  say  that  it  was  aux¬ 
iliary.  I  think  we  have  testified  to  the  fact  that  we  were 
going  to  coordinate  them  and  integrate  them.  I  think 
they  more  or  less  go  hand  in  hand. 
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Recross  Examination 


BY  MR.  WENNER: 


•  •  •  * 

2521  Q  I  take  it  in  your  bus  operation,  while  you 
don’t  try  to  file  applications  over  a  route  where 

there  are  competitive  carriers,  you  and  Transcontinental 
Bus  do  have  some  policy  of  merging  with  carriers  beyond 
your  territory;  is  that  not  correct?  A  That  last — 

Q  You  have  engaged  in  a  policy  of  merging? 

2522  A  That  is  correct;  either  by  acquisition  or  merg¬ 
er  ;  that  is  right. 

Q  Would  you  intend  to  pursue  the  same  policy  in  the 
airline  field?  A  I  would  say  that  we  would  if  vfe 
thought  that  it  was  the  economical  thing  to  do  and  it  wis 

furthering  our  interest. 

•  *  •  * 


Q  Mr.  Jefferies,  if  you  were  certificated  on  these 
routes,  how  soon  would  Southern  Bus  be  ready  to  activate 
the  routes  after  they  were  certificated?  A  I  would  say 
that  as  soon  as  we  could  get  our  equipment  and  personnel 
together;  the  big  item  would  be  the  acquiring  of  equip¬ 
ment. 

Q  Well,  what  is  your  best  estimate  as  to  when  that 
would  be  after  you  are  certificated ;  how  long  do  you  think 
it  would  be?  A  I  don’t  know.  I  think  one  of  the  other 
witnesses  could  answer  that  lots  better  than  I  can,  that  is 
more  familiar  with  acquiring  equipment. 


•  •  *  # 

2524  T.  L.  Vaughn 

called  as  a  witness  on  behalf  of  Southern  Bus 
Lines,  Inc.,  and  having  been  first  duly  sworn,  was  exam¬ 
ined  and  testified  as  follows : 
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Direct  Examination 
BY  MB.  SCOUTT: 

Q  Mr.  Vaughn,  will  you  please  state  your  full  name 
and  position  with  Transcontinental  Bus  System?  A  T. 
L.  Vaughn,  Assistant  to  the  President  of  Transcontinental 
Bus  System. 

Q  Do  you  sponsor,  Mr.  Vaughan,  Exhibits  Nos.  SBL-4, 
7,  8, 17, 18  and  22?  A  Ido. 

Q  Were  these  exhibits  prepared  under  your  direction? 
A  They  were. 

Q  Are  they  true  and  correct  to  the  best  of  your  knowl¬ 
edge?  A  They  are. 

Q  Do  you  adopt  Exhibit  SBL-B  as  your  testimony  at 

this  time?  I  do.  It  is  my  testimony. 

•  •  #  * 

2525  Transcontinental  Bus  System,  Inc.,  owns  all  of 
the  stock  in  Continental  Bus  System,  Inc. 

Continental  Bus  System,  Inc.,  in  turn,  owns  the  stock 
in  the  Continental  Kealty  Co.,  did  own  the  stock  in  the 
Wichita  Transit  Co.,  which  since  this  was  prepared  has 
been  disposed  of;  it  owns  the  stock  in  Safeway  Cab  Co.; 
it  owns  50  per  cent  of  the  stock  in  Panhandle  Stages,  Inc. ; 
it  also  owns  15.62  per  cent  of  the  West  Coast  Bus  Lines, 
Inc.,  the  other  portion  being  owned  by  Transcontinental, 
the  other  portion  of  West  Coast  Bus  Lines,  Inc. 

Transcontinental  also  owns  50  per  cent  of  the  stock  in 
Southern  Kansas  Greyhounds  Lines,  Inc. 

Q  And  in  addition  to  these  holdings,  the  only  other 
holding  of  Transcontinental  is  100  per  cent  of  the  stock 
of  Southern  Bus  Lines?  A  That  is  correct. 

•  •  #  • 

2526  Cross  Examination 
BY  MR.  FITZGERALD : 

Q  Mr.  Vaughn,  is  the  Continental  Bus  System  a  sub¬ 
sidiary,  as  a  matter  of  operating  fact — what  I  mean  is, 
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is  the  Continental  Bus  System,  does  it  have  its  own  man¬ 
agement  which  is  separate  from  the  Transcontinental  jBus 
System?  A  That  is  correct. 

Q  Where  does  the  Safeway  Cab  Co.  operate? 
Wichita  Falls,  Texas. 

Q  That  is  a  local  city  cab  company?  A  That  is  cor¬ 
rect. 

Q  And  I  understand  this  entire  system  that  is  shown 
in  Exhibit  4  consists  of  the  routes  of  the  Continental  Bus 
System  plus  those  of  the  West  Coast  Bus  Lines,  the 
Southern  Kansas  Greyhound  Lines,  and  Panhandle 
Stages ;  is  that  correct?  A  That  is  correct. 

Q  Are  there  some  of  these  routes  that  are  operated 
directly  by  Continental  Bus?  A  Yes. 

Q  Let  me  ask  who  operates  the  routes  up  in  Illinois? 
A  It  is  operated  by  a  division  of  Transcontinental. 

Q  Those  franchises,  those  are  I.  C.  C.  franchises?  A 
That  is  correct. 

Q  They  are  in  the  name  of  the  Transcontinental 
2527  Bus  System,  Inc.  ?  A  That  is  correct. 

Q  Who  operates  the  ones  in  the  area  between 
Kansas  City  and  St.  Joseph  on  the  west  and  Hannibal- 
Quincy  on  the  east?  A  Transcontinental  Bus  System; 
that  is  what  we  call  our  Central  Division. 

Q  Am  I  correct  that  the  only  routes  in  this  area  i;hat 
we  are  considering  in  this  case,  the  only  bus  routes  in  that 
area  are  operated  either  by  Transcontinental  Bus  Sys¬ 
tem,  Inc.,  itself,  or  by  Southern  Bus  Lines?  A  That  is 
correct. 

*  •  #  * 

2529  Q  Has  the  management  of  the  Transcontinental 
Bus  Lines  made  any  special  study  of  the  air  trans¬ 
portation  potential  in  the  area  proposed  for  service;  in 
this  case?  A  No,  the  management  of  the  Transconti¬ 
nental  have  not. 

Q  Have  you  made  any  special  study  of  the  operating 
requirements  aside  from  the  study  made  by  Southern  Bus 
Lines?  A  No,  sir. 


206 


Q  Is  it  fair  to  say  that  you  have  merely  reviewed  the 
proposal  of  Southern  Bus  Lines  and  have  made  the  de¬ 
cision  that  you  would  lend  whatever  financial  assistance 
was  necessary  to  put  that  operation  into  effect?  A  Yes; 
of  course  we  will  go  farther  than  just  the  matter  of  lend¬ 
ing.  Our  whole  organization  is  operated  as  a  family, 
although  we  have  our  operating  heads  at  each  division  or 
each  company,  but  we  have  an  operating  committee  which 
is  made  up  of  the  general  managers  of  all,  in  which  we 
get  in  and  decide  system  policies. 

We  didn’t  make  a  study  of  the  airline  requirements.  I 
think  I  testified  here  before  that  if  and  when  we  were  au¬ 
thorized  to  take  over  Southern  Bus  Lines  that  our  entire 
organization  would  be  placed  squarely  behind  it. 

*  •  •  • 

2533  Q  As  the  airline  would  be  set  up,  I  take  it 
Transcontinental  would  have  to  review  all  of  South¬ 
ern’s  operation  and  the  management  of  Southern  would 
review  all  the  decisions  of  its  Airline  Division  policywise? 

May  I  rephrase  that  question? 

With  respect  to  policy  decisions  on  the  part  of  the 
airline,  the  management  of  Southern  would  be  in  the 
position  of  final  arbiter  and  over  Southern  there  would 
be  the  management  of  Transcontinental?  A  That  is 
correct. 

•  •  •  • 

2534  EXAMINER  WISER:  May  I  ask  you  to  tie  this 
financial  matter  down  a  little? 

You  say,  whatever  capital  is  required;  what  did  you 
have  in  mind  there?  How  far  would  you  be  willing 
to  go?  A  Well,  I  don’t  think  that  I  would  want  to 
put  a  top  figure  on  it,  or  a  bottom  figure  on  it.  You 
take  our  entire  organization  and  that  would  include  an 
air  subsidiary,  if  we  had  it,  we  would  expect  to  put  it 
over  with  whatever  financial  assistance  it  needed  as  we 
would  any  other  part  of  the  bus  system. 

We  were  not  planning  on  going  out  just  experimenting 
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and  not  make  a  success  of  it.  I  would  say  that  we  would 
go  to  the  maximum  that  was  needed  . 

EXAMINER  WISER:  Within  reasonable  limits,,  I 
assume. 

2535  THE  WITNESS:  Yes. 

•  •  *  • 

2542  E.  N.  Carr, 

a  witness  called  by  and  on  behalf  of  Southern  Bus 
Lines,  Inc.,  having  first  been  duly  sworn,  was  examined 
and  testified  as  follows : 

Direct  Examination 
BY  MR.  SCOUTT : 

Q  Mr.  Carr,  will  you  please  state  your  full  name?  A 
H.  N.  Carr. 

Q  Do  you  sponsor  exhibits  numbered  SBL  1,  2,.  9,  10, 
11, 12, 13, 14, 19,  and  20?  A  Yes;  I  do. 

Q  Are  they  correct  to  the  best  of  your  knowledge? 
A  They  are,  with  one  or  two  typographical  errors,  which 
I  will  correct  as  we  go  through  the  exhibits. 

Q  Mr.  Carr,  what  is  your  position  with  Wisconsin 
Central  Airlines?  A  I  am  executive  vice  president  of 
Wisconsin  Central  Airlines. 

*  *  •  • 

2543  Q  Would  you  say  you  would  assist  Southern 
Bus  Lines  in  the  organization  of  its  air  division 

if  it  were  certificated?  A  Yes;  should  they  receive  a 
certificate  I  would  be  avilable  in  an  advisory  capacity  to 
assist  them  in  establishing  that  operation. 

Q  Would  that  assistance  include  the  securing  of  quali¬ 
fied  personnel  for  all  the  important  positions  in  the  Air¬ 
line?  A  Yes;  it  would.  I  would  help  them  or  assist 
them  to  obtain  the  necessary  personnel  to  operate  pie 
scheduled  airline. 
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2544  Q  Would  you  please  turn  to  exhibit  9?  I  see 
that  this  exhibit  is  entitled  “Representative  Sched¬ 
ule”.  Would  you  explain,  please,  why  it  is  called  that  and 
what  is  the  purpose  for  submitting  a  representative  sched¬ 
ule?  A  These  schedules  were  prepared  and  submitted 
primarily  for  the  reason  of  establishing  actual  flying 
times  and  for  determining  the  number  of  aircraft  which 
would  be  required  in  order  to  provide  a  general  service 
pattern  over  these  proposed  routes. 

They  do  not  purport  to  be  actual  schedules  which 
would  be  operated.  They  are  samples  or  representatives 
and  they  are  not  submitted  in  order  to  show  exact  times 
at  which  flights  would  arrive  or  depart  from  specific  cities 
on  the  route  or  the  amount  of  service  which  a  specific  city 
would  receive. 

•  •  •  • 

2546  Q  How  does  the  estimate  stated  on  page  4  of 
exhibit  11  differ  from  that  which  you  have  just 

described?  A  That  is  an  estimate  of  the  total  costs  and 
revenues,  anticipated  revenues,  for  the  second  year  of 
operations,  and  it,  in  turn,  is  based  on  the  revenue  and 
expense  experience  of  the  DC-3  feeder  airlines  during 
their  second  year. 

Q  Do  these  estimated  costs  and  income  predictions 
take  into  account  whatever,  if  any,  cost  advantage  would 
result  from  integrating  the  airline  division  with  the  bus 
operation?  A  No;  they  do  not.  These  are  based  en¬ 
tirely  on  the  averages  of  the  other  operating  feeder  air¬ 
lines  and  should  any  expense  advantage  accrue  to  this 
company  as  result  of  integration  of  their  airline  service 
with  their  bus  service,  why,  that  would  be  a  benefit  over 
and  above  the  figures  reflected  in  this  exhibit. 

•  •  •  • 

2547  Cross  Examination 

m  •  •  • 

BY  MR.  BELL: 

Q  Mr.  Carr,  I  asked  Mr.  Jefferies  the  other  day 
exactly  how  he  intended  to  integrate  his  bus  system  with 
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his  application  in  this  case,  and  if  you  can  turn  to  exhibit 
No.  1,  which  sets  forth  the  Mississippi  Valley  routes,  and 
then  exhibits  3  and  4  set  out  the  bus  systems,  I  wotild 
like  to  ask  you  one  or  two  questions.  A  Yes. 

MR.  SCOTJTT :  May  I  interrupt? 

Do  I  understand  that  you  are  asking  for  something  dif¬ 
ferent  from  that  contained  in  Mr.  Jefferies *  direct  exam¬ 
ination  at  page  4? 

MR.  BELL:  What  particular  paragraph  are  you  re¬ 
ferring  to? 

MR.  SCOTJTT:  Referring  to  the  list  there  of  fourteen 
examples  of  possible  types  of  coordination. 

MR.  BELL:  That  is  right.  "What  I  am  endeavoring 
to  do  is  to  find  out  what  they  mean  by  integration 
2548  of  the  bus  system  with  their  present  airline  sys¬ 
tem.  If  they  are  referring  to  the  fact  you  go  to 
a  plane  and  then  can  fan  out  on  the  bus  system,  or  what 

I  asked  Mr.  Jefferies  about  it  and  he  said  he  was  :iot 
exactly  familiar  with  all  these  routes  and  that  the  next 
witness  would  handle  it. 

MR.  SCOTJTT:  I  wanted  to  clarify  the  question. 

MR.  BELL:  Yes;  that  is  what  I  am  interested  in. 
BY  MR.  BELL: 

Q  Now  am  I  correct  in  understanding,  Mr.  Carr,  that 
one  of  the  primary  advantages,  presumably,  of  integrat¬ 
ing  a  bus  and  air  system  would  be  that  if  a  passenger 
went  to  a  point  he  would  then  have  available  to  him  via 
your  bus  system  a  number  of  what  you  would  call,  per¬ 
haps,  sub-feeder  routes,  he  could  take  the  bus  and  go 
away  from  that  point  out  into  other  areas;  is  that  cor¬ 
rect?  A  That  is  correct.  As  we  see  it,  there  would  be 
two  primary  advantages  or  benefits  resulting  from  pos¬ 
sible  integration : 

The  first  might  be  financial  or  administrative  benefits 
which  would  result  from  the  fact  that  Southern  Bus  Lines 
presently  serves  and  has  offices  or  ticket  agencies  in  a 


number  of  cities  which  are  proposed  for  air  service 


in 


this  case. 
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Those  are  shown  in  exhibit  SBL  No.  19.  In  each  of 
those  cities  Southern  Air  Lines  wonld  have  available,  in 
effect,  a  downtown  ticket  office.  The  operating  feeder  air¬ 
lines  have  found  that  where  they  were  able  to  have  such 
a  facility  that  it  was  a  tremendous  advantage,  but 
2549  in  many  cases,  in  most  cases,  they  were  unable  to 
support  it  financially. 

Q  I  think  it  is  the  other  I  am  primarily  interested  in. 
A  The  second  advantage,  which  would  be  actual  inte¬ 
gration  of  the  schedules,  would  result  from  an  over-all 
connecting  service  in  the  region  between  Southern  Air 
Lines  and  Southern  Bus. 

From  our  own  experience  in  operating  a  feeder  airline 
out  in  the  midwest  we  found  that  the  surface  transporta¬ 
tion  agencies  are,  in  most  cases,  reluctant  to  make  any 
adjustment  in  their  schedule  pattern  at  all  to  provide  a 
through  or  integrating  service  with  an  airline. 

However,  where  the  airline  service  is  being  provided 
by  the  same  company  which  offers  the  bus  service,  we 
believe  that  certainly  we  would  expect  an  integration  to  a 
considerable  extent. 

E.  g.,  supposing  that  a  passenger  going  from  St.  Louis 
to  Bolivar,  planning  a  trip  from  St.  Louis  to  Bolivar,  that 
passenger  could  leave  St.  Louis  at  7  o’clock  in  the  morn¬ 
ing  on  Southern  Air  Lines’  flight  66,  arrive  in  Jackson 
at  9:31,  and  there  connect  with  a  bus  schedule  of  South¬ 
ern  Bus  Lines  departing  at  10:40  and  arrive  in  Bolivar 
at  11:23. 

•  •  •  • 

2552  Q  Would  you  not  want  to  coordinate  your  sched¬ 
ule  if  another  applicant  were  certificated  in  this 
proceeding?  A  I  do  not  know  that.  That  question 
would  be  answered  at  that  time  by  the  management  of 
the  bus  company.  However,  as  I  say,  it  has  been  my 
experience  that  surface  transportation  agencies  are  re¬ 
luctant  to  make  adjustment  in  their  schedules  to  the  ben¬ 
efit  of  air  passengers. 

•  •  •  • 


2555  Q  Was  any  reflection  made  in  your  exhibit  No. 
11,  Mr.  Carr,  for  the  differential  in  cost  at  the  time 

that  these  feeders  instituted  operations  and  the  present 
day?  A  You  mean  in  view  of  the  general  level  of  the 
prices? 

Q  That  is  right.  A  No. 

Q  Was  any  reflection  made  in  here  of  any  peculiarities 
of  particular  Mississippi  Valley  and  Great  Lakes  ar^a? 
A  No;  this  was  based  on  an  average  and  to  the  extent 
that  Monarch  and  some  of  the  others  who  were  operating 
in  regions  with  more  difficult  operating  problems,  why, 
their  cost  might  possibly  be  higher  than  one  anticipated 
in  this  region. 

Q  Was  any  actual  operating  experience  reflected  at  all 
in  these  exhibits  or  are  they  entirely  from  merely  the  rec¬ 
ords  of  the  other  feeder  airlines?  A  They  are  based 
entirely  on  the  operating  experience  of  all  of  the  feeder 
airlines  which  started  with  DC-3s.  We  feel  quite  strongly 
for  several  years  the  Board  has  been  presented 

2556  with  academic  estimates  which,  in  almost  every  in¬ 
stance,  have  proved  to  be  incorrect. 

Now  that  we  have  several  years  of  operating  experience 
by  a  number  of  feeder  airlines,  what  could  be  more  perti¬ 
nent  to  base  the  estimate  of  income  and  expense  than  that 
experience? 

•  •  •  • 

2557  Q  Now  in  your  exhibit  19,  Mr.  Carr,  although 
the  points  which  you  list  here  in  the  Mississippi 

Valley  case  do  coincide  with  points  on  your  bus  route,  it 
is  also  true,  is  it  not,  that  there  are  no  bus  schedules 
which  parallel,  in  general,  the  routes  involved  in  this  pro¬ 
ceeding?  E.  g.,  you  have  no  bus  route  at  all  between  St. 
Louis  and  Tulsa,  cutting  across  in  Missouri?  A  Gener¬ 
ally  that  is  true.  The  bus  routes  do  not  actually  parallel 
the  airline  routes  and,  of  course,  as  far  as  integrating 
the  two  types  of  feeder  service,  air  and  bus  transporta¬ 
tion,  that  is  an  advantage. 
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Q  Does  Southern  Bus  Lines  have  any  planes  at  all 
today!  A  Not  at  the  present  time. 

Q  Do  they  have  any  personnel  at  all  today  in  their 
aviation  division  with  the  exception  of  yourself  as  a  con¬ 
sultant!  A  They  have  a  number  of  other  persons  serv¬ 
ing  either  in  an  advisory  capacity  or  who  have  tentatively 
indicated  that  they  would  join  the  company  should  it  be 
awarded  a  certificate. 

•  •  •  * 

2562  Q  How  did  you  forecast  your  revenues!  Your 
forecast  as  such  is  merely  that  you  would  expect  to 

get  about  the  same  load  factor  as  the  average  of  the 
other  DC-3  feeder  operations.  A  That  is  correct. 

Q  In  making  that  forecast  did  you  make  any  allow¬ 
ance  for  the  possibility  that  you  have  four  load  factors 
on  routes  terminating  at  such  small  cities  as  Galesburg 
and  Moline!  A  The  passenger  estimate  is  based  en¬ 
tirely  on  an  average  of  the  other  carriers  and  does  not 
reflect  the  advantage  which  we  would  have  in  feeding  that 
traffic  to  and  from  the  bus  system  at  those  points. 

•  •  •  • 

2563  Q  Now  looking  at  the  map  on  page  4,  to  which 
you  made  some  reference  in  cross  examination  by 

Mr.  Bell,  do  you  know  the  nature  of  the  bus  schedules 
which  operate  in  the  area  between  Chicago  and  Kansas 
City,  whether  they  are  long-haul  schedules  or  short-haul 
schedules,  or  what  they  are!  A  No;  I  am  not  familiar 
with  the  surface  carrier  operations  of  Southern  Bus 
Lines  and  its  affiliated  companies. 

•  *  *  • 

2575  BY  MR.  GRAHAM: 

Q  Mr.  Carr,  referring  to  your  exhibit  No.  1,  page 
9 :  even  though,  according  to  you,  exhibit  9,  as  a  representa¬ 
tive  schedule,  is  presented  merely  to  help  you  establish 
flight  times  and  the  number  of  aircraft  you  are  going  to 
use,  it  does  establish  your  proposed  flight  or  route  pat¬ 
tern;  does  it  not!  A  Generally  it  does;  ves. 
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Q  And  I  presume  that  since  it  is  a  representative 
schedule  it  does  not  definitely  represent  what  you 
2576  actually  intend  to  do  when  you  activate  those 
routes.  A  No;  these  schedules  could  just  as  eas¬ 
ily,  Mr.  Graham,  have  been  zero — zero  on  schedules. 

Q  And  they  are  not  particularly  intended  to  give  any¬ 
body  any  information  or  notice  of  what  you  intended  to 
do?  A  Not  for  that  purpose  primarily. 

Q  Would  it  be  fair  to  say  that  this  representative 
schedule  might  be  a  fairly  close  approximation  of  wliat 
you  intend  to  do?  A  I  think  it  may  very  well  be  an 
approximation;  yes. 

*  *  *  • 

2578  Q  In  other  words,  you  mean  this  flight  going 
from  Indianapolis  to  St.  Louis  through  Peoria,  you 
might  cut  that  out  and  it  might  be  just  between  Peoria 
and  Indianapolis?  A  I  do  not  know  of  a  single  feeder 
airline  applicant  that  has  come  in  with  the  representative 
schedules  that  actually  put  those  schedules  into  opera¬ 
tion.  Generally,  though,  they  have  indicated  the  type 
service;  the  number  of  airplanes  that  would  be  required 
The  actual  routing  of  the  equipment  will  almost  vary 
from  month  to  month. 
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Redirect  Examination 


of 


BY  MR.  SCOUTT: 

Q  Mr.  Carr,  will  you  please  turn  to  exhibit  4?  Do 
you  recognize  that  this  is  a  condensed  map  and  that  for 
reasons  of  the  physical  limitations  of  the  space  involved 
it  was  impossible  to  put  on  this  map  all  the  cities  served 
by  Transcontinental? 

MR.  FITZGERALD:  I  object;  it  is  a  leading  ques¬ 
tion. 

EXAMINER  WISER :  Overruled. 

A  That  was  my  understanding,  that  this  map  was 
prepared  in  that  way. 
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4515  CAB  Docket  No.  3965  et  al. 

Exhibit  No. 

SBL-9  :e 

5age  1  of  2 

Southern  Bus  Lines 

Representative  Schedule 

Read  Down 

Fli. 

Fli. 

Fli.  Fli. 

Fli. 

Fli. 

Fli. 

Fli. 

Flu 

5U 

15 

62  3S 

2S 

11 

uo 

66 

50 

St.  Louis 

Lv. 

6:30P 

2:45P 

1:35P  1:25P 

1:30P 

9:30A  ' 

:25A 

7 :00A 

6:45  A 

Quincy-Hannibal 

Ar. 

2:17 

Quincy-Hanibal 

Lv. 

2:20 

Keokuk-Ft. 

Ar. 

2:44 

Madison 

Lv. 

2:47 

Burlington 

Ar. 

3:04 

Burlington 

Lv. 

3:07 

Moline-Dvnport. 

Ar. 

3:37 

Springfield,  Ill. 

Ar. 

7:11 

2:06 

I 

1:06 

7:26 

Springfield,  Ill. 

Lv. 

7:14 

2:09 

1 

>:09 

7:29 

Peoria 

Ar. 

2:39 

7:59 

Peoria 

Lv. 

2:42 

8:02 

Janesville-Bit. 

Ar. 

3:45 

Bloomington 

Ar. 

8:25 

Bloomington 

Lv. 

8:28 

Decatur 

Ar. 

7:38 

l 

:33 

Decatur 

Lv. 

7:41 

i 

:36 

Champaign- 

Ar. 

8:01 

l 

:56 

8:54 

Urbana 

Lv. 

8:04 

< 

« 

>:05 

9:00 

Chicago 

Ar. 

1< 

:03 

Crawfordsville 

Ar. 

9:36 

Crawfordsville 

Lv. 

9:39 

Indianapolis 

Ar. 

8:55 

10:01 

Cape  Girardeau 

Ar. 

2:27 

7:52 

Cape  Girardeau 

Lv. 

2:30 

7:55 

Jonesboro 

Ar. 

3:24 

Jonesboro 

Lv. 

3:27 

Paducah 

Ar. 

8:21 

Paducah 

Lv. 

8:24 

Dyersburg 

Ar. 

9:07 

Dyersburg 

Lv. 

9:10 

Jackson 

Ar. 

9:31 

Jackson 

Lv. 

9:34 

Memphis 

Ar. 

4:01 

10:11 

Jefferson  City 

Ar. 

3:32 

10:17 

Jefferson  City 

Lv. 

3:35 

10:20 

Springfield,  Mo. 

Ar. 

4:27 

11:12 

Springfield;  Mo. 

Lv. 

4:30 

11:15 

Joplin 

Ar. 

5:03 

11:48 

Joplin 

Lv. 

5:06 

11:51 

Miami 

Ar. 

5:24 

12:09P 

Miami 

Lv. 

5:27 

12:12 

Tulsa 

Ar. 

6:05 

12:50 

Tulsa 

Lv. 

6:15 

1:00 

Bartlesville 

Ar. 

6:39 

1:24 

Bartlesville 

Lv. 

6:42 

1:27 

Coffeyville 

Ar. 

1:47 

Coffeyville 

Lv. 

1:50 

Chanute 

Ar. 

7:17 

2:13 

Chanute 

Lv. 

7:20 

2:16 

Topeka 

Ar. 

8:03 

2:59 

Topeka 

Lv. 

8:06 

3:02 

Kansas  City 

Ar. 

8:36 

3:32 
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Southern  Bus  Lines 


Representative  Schedule 
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Chicago 
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Crawfordsville 
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Indianapolis 
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6:30  A 

11:00  A 

Cape  Girardeau 
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12:14 

6:49 
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12:11 

6:46 

Jonesboro 

Lv. 

11:17 

Jonesboro 

Ar. 

11:14 

Paducah 

Lv. 

6:20 

Paducah 

Ar. 

6:17 
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5:34 

Dyersburg 

Ar. 

5:31 

Jackson 
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Jackson 

Ar. 

5:07 

Memphis 
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10:40  A 

4:30  P 

Jefferson  City 

Lv. 

12:18 

Jefferson  City 

Ar. 

12:15  P 

Springfield,  Mo. 
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11:23 

8:13 

Springfield,  Mo. 

Ar. 

11:20 

8:10 

Joplin 

Lv. 

10:47 

7:37 

Joplin 

Ar. 

10:44 

7:34 

Miami 

Lv. 

10:26 

Miami 

Ar. 

10:23 

Tulsa 

Lv. 

9:45 

6:45 

Tulsa 

Ar. 

9:32 

6:32 

Bartlesville 

Lv. 

9:08 

6:08 

Bartlesville 

Ar. 

9:05 

6:05 

Coffeyville 

Lv. 

8:45 

5:45 

Coffeyville 

Ar. 

8:42 

5:42 

Chanute 

Lv. 

8:19 

5:19 

Chanute 

Ar. 

8:16 

5:16 

Topeka 

Lv. 

7:33 

4:33 

Topeka 

Ar. 

7:30 

4:30 

Kansas  City 
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7:00  A 

4:00  P 
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Exhibit  No.  SBL-19 


Possibility  for  Joint  Traffic  Stations  at  Cities 
Certificated  to  Parks  Air  Lines  in  the  Mississippi 
Valley  Case  and  in  the  Great  Lakes  Area  Case 


Certificated 

Cities 

Kansas  City 

Topeka 

Emporia 

Chanute 

Coffeyville 

Bartlesville 

Tulsa 

Miami 

Joplin 

Springfield 

Jefferson  City 

St.  Louis 

East  St.  Louis 

Cape  Giradeau 

Cairo 

Paducah 

Dyersburg 

Jackson 

Memphis 

Jonesboro 

Popular  Bluff 

Hannibal 

Quincy 

Keokuk 

Ft.  Madison 

Burlington 

Muscatine 

Moline 

Davenport 

TOTAL 

Springfield 

Decatur 

Urbana 

Danville 

Crawfordsville 

Indianapolis 

Rockford 

LaSalle 

Ottawa 

Galesburg 

Peoria 

Bloomington 

Chicago 


Applicants 


Southern  Bus 

Central 

Braniff 

Chicago  & 

Continent 

\al  Mid- 

and 

Air 

Air 

Southern 

Air 

Continent 

Affiliates 

Lines 

Lines 

Air  Lines 

Lines 

Airlines 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 


X 

X 

X 

X 

X 


X 


X 

X 


X 


X 

X  X 


X 

X 


X 

X 


18 

X 

X 


2 


5 


4 

x 


3 


x 


6 


x 

X 

X 

X 

6 


X 

X  X 

0  13 


0 


0 


TOTAL 
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Examples  of  Air-Bus  Schedule  Coordination 

A.  Examples  of  service  where  under  the  proposal  there 
will  be  no  direct  all-air  service : 


(1)  St.  Louis  to  Bolivar 

Air  Bus 

All-Bus 

St.  Louis  LV 

7:00  A 

7:00  A 

Jackson  AR 

9:31  A 

Jackson  LV 

10 :40  A 

Bolivar  AR 

11 :23  A 

3:48  P 

(2)  Grenada  to  Cape  Girardeau 

Grenada  LV 

12 :57  P 

12 :57  P 

Memphis  AR 

3:55  P 

Memphis  LV 

4.30  P 

Cape  Girardeau  AR 

6:46  P 

11 :07  P 

(3)  Gibson  City  to  St.  Louis 

Gibson  City  LV 

4:56  A 

4:56  A 

Decatur  AR 

6:15  A 

Decatur  LV 

7:57  A 

St.  Louis  AR 

9:05  A 

10 :35  A 

B. 


Examples  of  service  where  under  the  proposal  there 
will  be  neither  direct  all  bus  or  all  air  service. 

(1)  Quincy  to  Indianapolis 

Quincy  LV  3 :00  A 

Peoria  AR  7 :10  A 

Peoria  LV  8:02  A 

Champaign  AR  8:54  A 

(2)  Litchfield  to  Dyersburg 


(3) 


Litchfield  LV 

St.  Louis  AR 

St.  Louis  LV 

7:00  A 

Dyersburg  AR 

9:07  A 

JonesviUe  to  Lewis! own 

Jonesville  LV 

4:15  P 

Peoria  AR 

5 :18  P 

Peoria  LV 

Lewi st own  AR 

5:00  A 
6:40  A 


6 :17  P 
8:07  P 


C.  Examples  of  service  where  there  is  today  no  direct 
all-bus  service  by  Southern  Bus  Lines  or  affiliates. 

(1)  St.  Louis  to  Jonesboro 


St.  Louis  LV  1 :35  P 

Jonesboro  3 :24  P 

(2)  Miami  to  Jefferson  City 

Miami  LV  10:26  A 

Jefferson  City  AR  12 :15  P 

(3)  Peoria  to  Indianapolis 

Peoria  LV  8:02  A 

Indianapolis  AR  10:01  A 
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Exhibit  No.  SBL-A 

Testimony  of  R.  K.  Jefferies 

My  name  is  Robert  K.  Jefferies.  I  am  vice-president 
and  general  manager  of  Southern  Bus  Lines,  Inc.,  which 
is  located  at  1930 -3rd  Street,  Alexandria,  Louisiana. 

Qualifications  of  Witness 

I  studied  engineering  at  Pratt  Institute,  Brooklyn,  N. 
Y.,  and  following  my  graduation  served  for  almost  5 
years  as  an  officer  in  the  U.  S.  Navy.  Between  1922  and 
1929  I  was  superintendent  of  construction  of  the  Dixie 
Construction  Company.  Between  1929  and  1936  I  was  a 
District  Manager  for  the  Alabama  Power  Company.  ^Iy 
responsibilities  included,  among  others,  the  management 
of  the  municipal  transportation  system  in  Montgomery, 
Alabama.  Between  1936  and  1942  I  was  vice-president  of 
a  National  City  Line  and  Pacific  City  Lines,  both  holding 
companies,  and  served  during  the  same  period  as  vice- 
president  of  the  following  operating  companies:  Beau- 
mont-Port  Arthur  Bus  Lines,  an  intercity  operation,  and 
the  city  lines  of  Montgomery,  Beaumont,  Port  Arthur, 
Tulsa,  San  Jose,  Stockton,  and  Fresno.  From  1942  to 
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1945  I  was  vice-president  and  general  manager  of  Inter- 
urban  Transportation  Company,  and  in  1945  when  Inter- 
urban  merged  with  two  other  companies  to  form  Southern 
Bus  Lines,  Inc.,  I  became  vice-president  and  general 
manager  of  the  new  company,  which  operates  principally 
in  the  Mississippi  Valley  area. 

History  of  Applicant 

Southern  Bus  Lines,  Inc.,  a  Louisiana  Corporation 
with  its  principal  office  in  Alexandria  was  organized  in 
1945  on  the  merger  of  three  independent  bus  companies: 
Tri-State  Transit  Company  of  Louisiana,  Inc.,  Interurban 
Transportation  Company,  Inc.,  and  Bordelon  Lines,  Inc. 

Tri-State,  incorporated  March  1,  1928,  operated  as  a 
motor-vehicle  common  carrier  of  passengers,  express  and 
mail  over  regular  routes  in  Alabama,  Arkansas,  Illinois, 
Kentucky,  Louisiana,  Mississippi,  Missouri,  Tennessee 
and  Texas.  Tri-State  operated  more  than  300  motor  buses 
in  1944. 

Interurban  was  incorporated  in  November  21,  1921,  in 
Louisiana.  It  operated  over  regular  routes  radiating 
from  Alexandria,  Louisiana,  principally  to  Pine  Bluff, 
Arkansas,  on  the  North,  Natchez,  Mississippi,  and  Baton 
Rouge,  Louisiana,  on  the  east,  Lake  Charles  and  Port 
Arthur  on  the  south,  and  Shreveport  and  Leesville  on 
the  west,  serving  most  intermediate  points.  Interurban 
operated  more  than  200  motor  buses  in  1944. 

4541  Bordelon,  incorporated  January  5,  1937,  oper¬ 
ated  principally  within  the  State  of  Louisiana.  It 
owned  only  5  buses  in  1944,  but  leased  additional  equip¬ 
ment  from  Interurban. 

These  companies  which  were  merged  to  form  Southern 
Bus  were  engaged  in  common  carrier  operations  in  the 
Mississippi  Valley  area  since  the  earliest  days  of  such 
service.  At  first  modified  heavy  passenger  cars  were 
used  as  equipment  over  dirt  and  gravel  roads  against 
unregulated  competition.  Their  use  of  large  commercial 
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buses  in  1928  even  antedated  the  construction  of  the  first 
concrete  highways  in  that  region.  Today  Southern  Bus 
operates  5,428  route  miles  in  9  states  using  270  (35  buses 
leased  from  others)  modern  buses,  each  with  a  seating 
capacity  of  29  to  37. 

In  the  Annual  Report  of  Southern  Bus  Lines,  Inc.y  to 
the  Interstate  Commerce  Commission  for  the  Year  Ended 
December  31,  1948,  the  following  traffic  and  operating 
information  was  submitted: 


Total  bus  miles 

Total  revenue  passengers  carried 
Total  passenger-miles 
Total  passenger  revenue 
Average  revenue  per  passenger-mile 


18,416,367 

6,786,450 

301,876,190 

$6,176,402 

$0. 


i 

.0I205 


Average  length  of  haul  per  passenger 

(miles)  44.5 

The  applicant  is  a  member  of  the  National  Trailways 
Association,  a  voluntary  organization  embracing  nearly 
50  independent  intercity  motor  passenger  carriers  in  the 
United  States,  Canada  and  Mexico.  It  is  in  general  a 


competitor  of  the  Greyhound  System  and  the  American 


Bus  Lines. 

Aviation  Experience 


Early  in  1945  Southern  Bus  acquired  a  twin-engine 
Cessna  aircraft,  which  was  used  in  experimental  non- 
scheduled  operations  from  a  fixed  base  at  Shreveport  to 
points  in  the  surrounding  area.  This  equipment  was  use¬ 
ful  in  surveying  proposed  air  routes  and  in  permitting 
the  Company  to  familiarize  itself  with  flight  and  mainte¬ 
nance  problems. 

From  December  11,  1945,  to  November  15,  1946,  South¬ 
ern  Bus  operated  a  scheduled,  intrastate,  feeder-type  air 
service  between  Monroe  and  New  Orleans  via  the  interme¬ 
diate  points  of  Alexandria  and  Baton  Rouge.  From  Oc¬ 
tober  8,  1946,  to  November  15,  1946,  the  Company  offered 
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additional  service  between  Shreveport  and  New  Orleans 
via  the  intermediate  points  of  Natchitoches,  Lake  Charles, 
Lafayette  and  Baton  Rouge.  Operations  were  initiated 
with  5-place  Cessna  aircraft,  but  in  April,  1946,  10-place 
Beechcraft  18-S  equipment  was  substituted. 

4542  Southern  Bus  Lines  conducted  this  operation 
with  a  perfect  safety  record  and  under  the  same 
conditions  that  prevail  in  existing  scheduled  interstate 
operations.  Its  pilots  and  personnel  psosessed  CAA  mul¬ 
ti-engine  and  instrument  licenses.  Its  aircraft  were  CAA 
certificated  and  equipped  for  all  types  of  flying  conditions. 
Cost  and  operation  records  were  kept  on  the  then  cur¬ 
rent  CAB  Form  2780.  Southern  Bus  endeavored  in  every 
respect  to  operate  its  Airline  Division  realistically  and 
under  the  same  conditions  which  it  would  encounter  should 
it  later  be  certificated  to  operate  an  interstate  air  service. 
Exhibit  No.  SBL-15,  p.  4,  will  show  that  the  Company 
flew  487,921  passenger-miles  and  maintained  an  average 
passenger  load  factor  of  43.10%.  Exhibit  No.  SBL-16  is 
a  detailed  statement  of  revenue  and  expenses  and  shows 
that  the  Company  sustained  a  net  operating  loss  for  the 
entire  period  of  only  $25,665.94. 

Sources  of  Capital 

There  are  in  general  three  sources  of  capital  available 
to  finance  our  proposed  air  operation. 

First,  Southern  Bus  Lines  could  obtain  loan  financing 
from  non-interested  parties.  During  the  last  10  years 
Southern  Bus  Lines  has  had  an  average  net  income  after 
taxes  of  $482,000.00.  By  eliminating  the  one  year  in 
which  serious  losses  were  sustained  because  of  a  pro¬ 
longed  strike,  Southern  Bus  Lines  would  have  averaged 
a  net  income  after  taxes  of  over  $600,000.00  for  a  9-year 
period.  This  strong  earnings  record  is  supplemented  by 
an  equally  strong  balance  sheet  position;  as  shown  in 
Exhibit  No.  SBL-5  our  company  has  unencumbered  tan¬ 
gible  assets  in  excess  of  $2,000,000.  Moreover,  our  route 
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franchises  which  are  carried  at  a  nominal  figure  of  $67,- 
000  are  valued  by  our  company  at  over  $1,500,000,  apd 
would  be  so  valued  by  anyone  interested  in  loaning  us 
money.  On  the  strength  of  these  three  factors,  I  feel 
certain  that  Southern  Bus  Lines  could  borrow  from  oat- 
side  sources  the  capital  necessary  to  finance  its  proposed 
air  routes. 

Secondly,  the  Bus  Company  could  borrow  this  money 
from  Transcontinental  Bus  Company  which  recently,  w;ith 
the  approval  of  the  ICC,  acquired  all  the  capital  stock 
of  Southern  Bus.  An  officer  of  Transcontinental  will  be 
on  hand  later  in  this  hearing  to  testify  to  the  willingness 
of  his  company  to  make  such  an  investment  in  Southern 
Bus  Lines  for  its  proposed  airline  operation. 

Thirdly,  Southern  Bus  Lines  has  $280,000  in  cash  oyer 
and  above  its  working  capital  requirements.  This  amount 
would  immediately  be  available  for  its  air  operation. 
Moreover,  by  the  end  of  this  calendar  year  I  expect  that 
cash  on  hand  will  be  increased  by  at  least  $400,000.  This 
means  that  if  the  Board’s  decision  were  not  rendered 
before  December  31,  1949,  Southern  Bus  would  be 
4543  in  a  position  itself  to  furnish  practically  all  the 
capital  needed  for  the  proposed  air  routes. 

For  these  reasons  I  believe  our  company  is  unquestion¬ 
ably  able  to  give  its  proposed  airline  division  the  type  of 
financial  structure  that  would  be  essential  to  its  success. 

Air  Division  Will  Be  Integrated  with  Bus  Operation 

Southern  Bus  participated  in  the  Southeastern  States 
Case  which  was  begun  nearly  four  years  ago.  At  that 
time  the  company  proposed  a  coordinated  air-bus  service; 
since  then  we  have  had  the  opportunity  to  test  our  theo¬ 
ries  with  our  intra-state  air  operation  and  to  refine  bur 
plans  as  to  the  feasibility  of  a  coordinated  service.  We 
make  no  claims  that  our  bus  personnel  could  or  should 
perform  the  many  skilled  jobs  connected  with  the  opera¬ 
tion  of  an  airline;  we  have  proposed  therefore  to  employ 
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a  complete  airline  staff.  This  does  not  mean,  however, 
that  there  are  not  many  airline  functions  which  are  com¬ 
mon  to  the  bus  business,  and  it  is  with  these  common 
functions  that  we  anticipate  considerable  savings  in  cost. 

For  example,  we  would  expect  that  our  coordinated 
service  could  effect  cost  savings  by  utilization  of  the  fol¬ 
lowing  procedures:  (1)  interchangeable  tickets;  (2)  joint 
rates;  (3)  joint  information  facilities;  (4)  joint  advertis¬ 
ing;  (5)  joint  handling  of  insurance  matters;  (6)  joint 
use  of  office  space;  (7)  joint  policing  and  property  pro¬ 
tection;  (9)  coordinated  public  relations;  (10)  joint  pur¬ 
chasing;  (11)  joint  shop  facilities  for  some  equipment; 
(12)  joint  traffic  and  scheduling  department;  (13)  joint 
medical  departments;  and  (14)  joint  use  of  executive  and 
supervisory  personnel.  This  latter  item  would  include 
work  performed  by  the  President,  myself  as  vice-presi¬ 
dent  and  general  manager,  our  general  counsel. 

I  mentioned  that  we  would  expect  a  joint  use  of  down¬ 
town  office  facilities.  This,  of  course,  would  represent  a 
cost  saving  only  if  other  applicants  were  proposing  to 
have  downtown  ticket  offices.  If  they  were  not,  then  this 
feature  of  coordination  would  derive  its  merit  from  the 
convenience  it  would  offer  the  traveling  public. 

Probably  the  greatest  advantage  of  the  integrated  oper¬ 
ation  would  come  from  a  carefully  planned  schedule  pat¬ 
tern.  In  many  cities  it  would  no  doubt  be  desirable  to 
run  our  busses  by  the  airport  for  the  convenience  of  air 
passengers.  This  sort  of  planning  would  in  my  judgment 
not  be  feasible  if  the  airline  and  bus  system  were  not 
under  common  management. 

4544  Air  Division  Will  Be  Supplementary  to  Bus 
Operation 

It  is  our  intention  to  operate  our  air  service  as  auxil¬ 
iary  and  supplementary  to  our  bus  operation.  Such  a 
service  will  enable  us  to  carry  many  of  our  through  pas¬ 
sengers  to  their  ultimate  destinations  in  lieu  of  transfer- 


ring  them  to  another  carrier  a  few  miles  short  of  the  end 
of  their  journey.  It  will  permit  us  to  improve  the  pack¬ 
age  express  service  over  many  of  our  existing  routes.  It 
will  give  us  the  opportunity  to  economize  on  our  bus 
operations.  These  results  will  be  accomplished  as  fol¬ 
lows: 

1.  On  several  of  our  heavy  traffic  bus  routes  a  sub¬ 
stantial  percentage  of  the  patrons  are  through  riders  from 
one  local  market  center  to  an  adjoining  market  center. 
Present  bus  schedules  are  compromised  in  order  to  at¬ 
tain  the  speed  desired  by  this  traffic  and  still  make  the 
numerous  stops  and  exact  arrival  times  required  by  local 
traffic.  The  air  operations  will  provide  much  better  high 
speed  service  and  permit  the  local  schedules  in  coordina¬ 
tion  to  do  a  more  thorough  job.  We  may  save  some  en¬ 
tire  bus  schedules. 

2.  The  bus  system  grew  in  the  face  of  physical  ob¬ 
structions  and  prior  rights  of  other  local  carriers.  'Hie 
air  service  is  the  result  of  a  comprehensive  plan  for  our 
region.  It  can  thus  reach  several  normal  transfer  points 
not  presently  served  by  direct  bus  service. 

3.  The  air  service,  most  important  of  all,  will  secure 
through  close  coordination  with  bus  operations  the  njost 
effective  competitive  advantage  possible  with  the  real  com¬ 
petitor  of  all  public  transportation,  the  private  car.  I|t  is 
a  demonstrable  fact  that  a  very  substantial  part  of  the 
middle  distance  traffic  especially  in  the  South  used  private 
cars  for  inefficient  distances  of  150  to  200  miles  simply 
because  the  travelers  would  have  been  obliged  to  use 
their  cars  to  reach  the  nearest  air  transportation  and 
once  started  kept  going  in  their  cars.  We  believe  we  can 
start  the  journey  with  the  coordinated  bus  service  and 
hold  the  passenger  with  the  faster  local  air  service  not 
only  for  connecting  trunk  line  air  carriers.  This  source 

will  provide  the  profit  margin  for  our  routes  and 
4545  can  be  predicted  as  certainly  from  our  long  experi¬ 
ence  as  can  revenue  based  on  established  air  data. 
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Exhibit  No.  SBL-B 

4546  Testimony  of  T .  L.  Vaughn 

My  name  is  T.  L.  Vaughn.  I  am  Assistant  to 
the  President  of  Transcontinental  Bus  System,  Inc., 
which  is  located  at  315  Continental  Ave.,  Dallas,  Texas. 
Between  1924  and  1929  I  was  a  partner  in  an  intercity 
bus  company  which  operated  between  Oklahoma  City  and 
Fort  Smith,  Arkansas,  under  the  name  of  Byrd  and 
Vaughn.  This  company  was  sold  to  the  Ward-Way  Trans¬ 
portation  Company,  which  in  turn  was  acquired  by  the 
Sante  Fe  Trail  Transportation  Company  in  1931.  From 
that  date  until  1938  I  was  Superintendent  of  the  Southern 
Division  of  the  purchasing  company.  Between  1938  and 
1939  I  was  General  Manager  of  the  Illinois  Division. 
Between  1939  and  1941  I  was  President  and  General 
Manager  of  the  Lynn-Way  Stages,  a  bus  company  which 
operated  in  the  state  of  Oklahoma,  and  during  the  same 
period  I  was  Operations  Manager  of  the  Lee-Way  Motor 
Freight  Company.  Between  1941  and  1948  I  -was  Director 
of  Sales  of  the  Continental  Bus  System.  In  1948,  follow¬ 
ing  a  reorganization,  I  became  Assistant  to  the  President 
of  Transcontinental  Bus  System,  Inc. 

Corporate  History 

Transcontinental  Bus  System,  Inc.,  a  Delaware  corpora¬ 
tion,  was  organized  June  11,  1947,  for  the  dual  purpose 
of  acquiring  certain  motorbus  operating  rights  and  ac¬ 
quiring  all  the  capital  stock  of  Continental  Bus  System, 
Inc.  Authority  for  such  acquisition  was  granted  by  the 
Interstate  Commerce  Commission  on  December  9,  1947. 

Today  Transcontinental  is  both  an  operating  and  a  hold¬ 
ing  company.  As  of  December  31,  1948,  it  owned  the  fol¬ 
lowing  percentages  of  voting  stock  in  each  of  the  fol¬ 
lowing  companies: 
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Company 

Percentage  o\f 
Voting  Stock 

Continental  Bus  System,  Inc. 

100 

Continental  Realty  Company 

100 

Wichita  Transit  Company 

100 

Safeway  Cab  Company 

100 

Panhandle  Stages,  Inc. 

50 

West  Coast  Bus  Lines,  Inc. 

15.625 

West  Coast  Bus  Lines,  Inc. 

84.375 

Southern  Kansas  Greyhound  Lines,  Inc.  50 

As  an  operating  company  Transcontinental  provides  mo- 
torbus  transportation  in  12  states:  Illinois,  Missouri, 
Nebraska,  Kansas,  Oklahoma,  Arkansas,  Texas,  New  Mex¬ 
ico,  Colorado,  Utah,  Arizona  and  California.  The  Com¬ 
pany  operates  676  modern  buses  over  15,282  route  miles. 

In  the  Annual  Report  of  Transcontinental  Bus  System, 
Inc.,  to  the  Interstate  Commerce  Commission  for  the 
Year  Ended  December  31,  1948,  the  following  traffic  and 
operating  information  was  submitted : 

4547  Total  bus  miles  35,248,005 

Total  revenue  passengers  carried  10,547,886 
Total  passenger-miles  729,414,808 

Total  passenger  revenue  $12,850,836 

Average  revenue  per  passenger-mile  $0.0176 

Average  length  of  haul  per  passenger 

(miles)  69.1 

Relationship  to  Southern  Bus  Lines ,  Inc. 

On  March  1,  1949,  Transcontinental  applied  to  the 
Interstate  Commerce  Commission  for  authority  (1)  to 
issue  the  notes  necessary  to  complete  the  purchase,  and 
(2)  to  acquire  control  of  Southern  Bus  Lines,  Inc.  This 
application  was  approved  and  the  details  of  the  transac¬ 
tion  were  recently  completed. 
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Aviation  Experience 

Continental  Bus  System,  Inc.,  a  wholly-owned  subsidiary 
of  Transcontinental,  operated  a  scheduled  intra-state  air¬ 
line  in  Texas  with  DC-3  equipment  for  approximately  one 
year — from  August,  1946  to  July,  1947.  Exhibits  No. 
SBL-17  and  18  show  the  traffic  and  operating  statistics 
for  Mercury  Airlines,  the  aviation  division  of  Continental 
Bus  System.  The  key  personnel  of  this  aviation  division 
are  still  employed  by  Continental  and  would  be  available 
on  a  loan  basis  to  Southern  Bus  Lines  to  assist  in  the 
establishment  of  its  proposed  airline  division.  During 
this  year’s  experience  with  a  full-sized  feeder  operation 
Continental  gained  valuable  experience  in  the  methods  of 
coordinating  an  air-bus  service;  this  experience  will  be 
available  to  the  applicant  in  this  proceeding. 

Financial  Fitness 

Transcontinental  is  willing  to  lend  whatever  financial 
support  may  be  necessary  to  enable  Southern  Bus  Lines  to 
inaugurate  service  on  the  proposed  air  routes.  The  par¬ 
ent  company’s  resources  are  more  than  adequate  to  pro¬ 
vide  the  estimated  capital  requirements.  The  Balance 
Sheet  as  of  July  31,  1949,  shows  cash  on  hand  in  excess  of 
$2,000,000  and  a  surplus  in  excess  of  $2,300,000.  In  the 
motor  bus  business  -where  services  are  almost  entirely 
rendered  on  a  cash  basis,  a  1:1  ratio  between  current 
assets  and  current  liabilities  is  more  than  adequate  for 
operating  purposes.  However,  Transcontinental  has  cur¬ 
rent  assets  which  are  approximately  $1,100,000  greater 
than  the  current  liabilities.  This  amount  would  immedi¬ 
ately  be  available,  if  needed,  to  finance  the  proposed  air 
service. 

As  an  alternative  method  of  financing,  Transcontinen¬ 
tal  could  borrow  against  its  net  assets  of  $2,300,000  all 
the  capital  needed  to  finance  the  air  division. 

4548  It  should  be  further  noted  that  Transcontinental’s 
earnings  record  is  rapidly  improving  its  already 


231 


strong  balance  sheet.  In  the  first  seven  months  of  this 
year  the  company  had  earnings  after  taxes  in  excess  of 
$600,000. 

As  testified  to  by  Mr.  Jefferies,  it  may  not  be  necessary 
for  Southern  Bus  to  look  beyond  its  own  financial  re¬ 
sources  to  finance  the  proposed  air  routes;  however,  in 
the  event  that  this  is  either  necessary  or  wise,  Transcon¬ 
tinental  is  both  willing  and  able  to  lend  Southern  al'.  or 
part  of  whatever  capital  is  required. 

•  •  •  • 

6105  Extracts  from  Brief  of  Continental  Southern 

Lines  to  Examiner 

Subsequent  to  the  preparation  of  exhibits  but  prior  to 
the  hearing  in  this  case  all  of  the  stock  of  Southern  Bus 
Lines  was  purchased  by  Transcontinental  Bus  System  and 
the  name  of  the  applicant  was  changed  to  Continental 
Southern.  This  relationship  between  Transcontinental  and 
Southern  is  one  which  must  eventually  be  approved  by  the 
Board  under  Section  408  of  the  Civil  Aeronautics  Ac^;  of 
1938,  as  amended.  However,  such  approval  is  not  a  con¬ 
dition  precedent  to  the  award  of  a  certificate  of  public  con¬ 
venience  and  necessity  to  Continental  Southern  at  this  time. 
It  is  clear  as  a  matter  of  law  that  the  Section  401  issue 
may  be  considered  separately  from  the  Section  408  ques¬ 
tion.  Pan  American  Airways  Company  v.  Civil  Aeronau¬ 
tics  Board,  121  F.  2d  810  (CCA  2nd,  1941) ;  TACA,  S.  A., 
Air  Carrier  Permits,  10  CAB  ....  (1949) ;  Turner  Air¬ 
lines,  Inc.,  Transfer  of  Certificate,  10  CAB  ....  (1949). 

Moreover,  as  a  matter  of  administrative  policy  it  is  not 
necessary  to  await  the  determination  of  a  section  408  case 
before  awarding  Continental  Southern  a  certificate  on  its 
section  401  application. 

Section  408  (b)  of  the  Act  governs  the  adjudication  of 
applications  for  approval  of  acquisition  of  control  of  air 
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carriers  by  carriers  other  than  air  carriers.  The 
6106  second  proviso  of  this  section  prohibits  approval  of 
such  applications  unless  the  Board  finds  that  (1) 
the  transaction  proposed  will  promote  the  public  interest 
by  enabling  such  carrier  other  than  an  air  carrier  to  use 
aircraft  to  public  advantage  in  its  operation  and  (2)  will 
not  restrain  competition.  Where  a  surface  carrier,  as 
here,  applies  directly  under  section  401  for  a  certificate  of 
public  convenience  and  necessity,  the  restrictions  of  sec¬ 
tion  408  (b)  have  been  said  to  be  administrative  standards 
instead  of  legal  requirements.  American  President  Lines , 
Ltd.,  et  al.,  Petition,  7  CAB  799  (1947). 

This  proceeding  will  ultimately  consist  of  second  stage : 
the  joint  application  of  Continental  Southern  and  Trans¬ 
continental  for  approval  of  the  acquisition  of  stock  of 
the  former  by  the  latter;  in  connection  with  this  applica¬ 
tion  the  restrictions  of  section  408  (b)  become  legal 
restrictions.  Naturally  the  Board  would  not  want  to  issue 
a  certificate  to  Continental  Southern  in  the  first  part  of 
this  proceeding  if  it  suspected  that  the  acquisition  applica¬ 
tion  would  be  denied.  However,  for  all  practical  pur¬ 
poses  the  surface  carrier  issues  in  the  401  application 
are  identical  to  those  in  the  408  application;  in  sustaining 
its  burden  of  proof  for  the  401  application  Continental 
Southern  would  almost  automatically  prove  that  the  ac¬ 
quisition  was  also  in  the  public  interest. 

•  •  •  • 

5461  Exceptions  of  Continental  Southern  Lines, 

Inc.  to  the  Report  of  Examiner  Ralph  L.  Wiser 

•  •  •  • 

5463  12.  Exception  is  taken  to  the  finding  that  cer¬ 

tification  of  Continental  Southern  would  delay  the 
activation  of  the  Mississippi  Valley  and  Great  Lakes  routes. 
(Report  p.  28) 

13.  Exception  is  taken  to  the  finding  that  approval  of 
Continental  Southern’s  408  application  would  delay  the 
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activation  of  the  routes  for  which  it  has  applied.  (Report 
P.  28) 


•  •  • 
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UNITED  STATES  OF  AMERICA 
CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Served:  Aug  1  1950 
Docket  No.  3965  et  al. 

Parks  Investigation  Case 


Decided:  July  28,  1950 

Certificate  of  public  convenience  and  necessity  authoriz¬ 
ing  temporary  air  transportation  of  persons,  property, 
and  mail  for  a  period  of  three  years  isued  to  Ozark  Air¬ 
lines,  Inc.,  for  the  Great  Lakes  and  Mississippi  Valley 
routes,  and  Mid-Continent  Airlines,  Inc.  for  the  North 
Central  route. 

Directed  that  the  certificate  previously  issued  to  Parks 
for  Route  No.  91  shall  cease  to  be  effective  as  to  all  points 
named  therein. 

Proceeding  instituted  to  determine  need  for  certain  por¬ 
tions  of  North  Central  route. 

Applications  denied  in  all  other  respects. 

Appearances : 

Applicants 

Herbert  A.  Schneider  and  Philip  S.  Peyser ,  for  Braniff 
Airways,  Inc. 

L.  Welch  Pogue,  Robert  W.  Oliver  and  James  F.  Bell, 
for  Central  Airlines,  Inc. 

W.  C.  Stone,  R.  S.  Maurer  and  L.  E.  Black,  Jr.,  for  Chi¬ 
cago  and  Southern  Air  Lines,  Inc. 

C.  Edward  Leasure ,  S.  B.  Redmond  and  Herman  F. 
Scheurer,  Jr.,  for  Continental  Air  Lines,  Inc. 

John  W.  Cross  and  Richard  A.  Fitzgerald,  for  Mid-Con¬ 
tinent  Airlines,  Inc. 
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John  P.  Moore  and  K.  Robert  Hahn,  for  Turner  Airlines, 
Inc. 

James  W.  Batchelor  and  Christian  L.  Swartz,  for  Ozark 
Airlines,  Inc. 

Theodore  I.  Seamon,  Loyd  Benefield,  and  Hardy  K. 
Maclay,  for  Parks  Air  Lines,  Inc. 

A.  L.  Wheeler  and  Jerrold  Scoutt,  Jr.,  for  Continental 
Southern  Lines,  Inc.,  (formerly  known  as  Southern  Bus 
Lines,  Inc.)  and  Wisconsin  Central  Airlines,  Inc. 

Air  Carrier  Interveners 

Howard  C.  Westwood,  Ernest  W.  Jewries  and  Thomas  F. 
Brosnan,  for  American  Airlines,  Inc. 

E.  Smythe  Gambrell,  Harold  L.  Russell,  W.  Glen  Harlan 
and  Charles  A.  Moye,  Jr.,  for  Eastern  Air  Lines,  Inc. 
5692  C.  E.  Leasure,  for  Northwest  Airlines,  Inc. 

James  K.  Crimmins,  Arthur  P.  Lawler  and  Will¬ 
iam  Caverly  for  Trans  World  Airlines,  Inc. 

Paul  M.  Godehn,  Floyd  Rhett,  and  John  T.  Lorch  for 
United  Air  Lines,  Inc. 

Other  Intern enors 

Larry  Cates  and  F.  Harold  Bennett,  for  Air  Line  Pilots 
Association. 

A.  B.  Rogers,  for  Chamber  of  Commerce,  Bartlesville, 
Oklahoma. 

Harry  F.  Knipp,  J.  J.  Phillips,  and  Alan  H.  Ryan,  for 
Cities  of  Beloit  and  Janesville  and  Rock  County  Airport 
Committee. 

Frederick  M.  Holsteen,  for  City  of  Burlington. 

Robert  II.  Walker,  for  Chambers  of  Commerce  of  Bur¬ 
lington,  Mt.  Madison,  Keokuk,  and  Muscatine,  Iowa,  and 
Hannibal,  Missouri. 

Donald  T.  Hines,  for  City  of  Cedar  Rapids. 

Leo  McEleney,  Paul  Nadelhoffer,  Homer  I.  Smith,  and 
Jasper  W.  Morgan,  for  City  of  Clinton  and  Clinton  Cham¬ 
ber  of  Commerce. 
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J.  B.  McCue  and  Alvin  F.  Grauerholz,  for  City  of  Coffey- 
ville  and  Coffeyville  Chamber  of  Commerce. 

Ralph  S.  Monroe,  for  Decatur  Park  District,  City!  of 
Decatur  and  Association  of  Commerce  of  Decatur. 

Heck  Ross  and  John  D.  Adams,  for  City  of  Des  Moines 
and  Des  Moines  Chamber  of  Commerce. 

John  A.  Kerper,  A.  A.  Rhomberg  and  John  J.  Kent- 
zvnger,  for  City  of  Dubuque  and  Dubuque  Chamber  of 
Commerce. 

Page  V.  Hart,  for  Mayor  and  Alderman  of  Dyersburg. 

WiUiam  J.  Terrill ,  for  Fort  Dodge  Chamber  of  Com¬ 
merce. 

Joseph  K.  McLaughlin  and  Donald  E.  Blodgett,  ifor 
State  of  Illinois,  Department  of  Aeronautics. 

Russell  Rice,  for  the  City  of  Jackson,  Tennessee. 

Neal  Thayer,  for  City  and  Light  Plant,  Jonesboro, 
Arkansas. 

W.  B.  Howard,  for  City  of  Jonesboro,  Arkansas. 

Elton  Patterson,  for  Chamber  of  Commerce,  Jonesboro, 
Arkansas. 

David  M.  Proctor,  for  City  of  Kansas  City. 

G.  Richard  Challinor,  for  Chamber  of  Commerce  of  Kan¬ 
sas  City. 

Albert  F.  Beitel,  for  Minneapolis-St.  Paul  Metropolitan 
Airports  Commission. 

Henry  P.  Slane,  for  Peoria  Association  of  Commerce. 

James  M.  Riffe,  for  City  of  Quincy  and  Quincy  Cham 
ber  of  Commerce. 

Charles  S.  Thomas,  for  City  of  Rockford  and  Rockford, 
Illinois  Airport  Authority. 

Leslie  C.  Johnson,  for  City  of  Rock  Island,  Illinois. 

Herbert  P.  Wilson,  for  Metropolitan  Airport  Authority 
of  Rock  Island  County,  Illinois. 

C.  M .  Corbett,  for  Sioux  City  Chamber  of  Commerce. 

Hugh  J.  Dobbs,  for  Springfield  Airport  Authority  s[nd 
City  of  Springfield. 

James  E.  Crowe,  for  City  of  St.  Louis. 
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C.  B.  Briscoe ,  Forrest  G.  Ferris,  Jr.,  and  George  C. 
Smith  for  St.  Louis  Chamber  of  Commerce. 

John  H.  Barhydt,  for  Tulsa  Chamber  of  Commerce. 

5693  Thomas  A.  Graham  for  Vermillion  Countv  Air- 
port  Authority. 

Harry  M.  Reed  for  City  of  Waterloo. 

S.  E.  J.  Bruski  for  City  of  Winona. 

Leslie  L.  Schroeder  for  State  of  Minnesota. 

Public  Counsel 

Seymour  Wenner,  John  J.  Stow  ell  and  Ernest  J. 
Nash. 

5694  Opinion 
BY  THE  BOARD : 

The  proceedings  consolidated  herein  require  our  deter¬ 
minations,  (1)  whether  the  Board  should  approve  the  ap¬ 
plication  of  Mid-Continent  Airlines,  Inc.,  (Mid.-Continent) 
and  Oliver  L.  Parks  for  acquisition  of  control  by  Mid- 
Continent  of  Parks  Air  Lines,  Inc.,  (Parks),  (2)  whether 
we  should  direct  that  the  certificate  issued  to  Parks  for 
Route  No.  91  should  cease  to  be  effective  for  failure  to 
provide  service  within  the  period  designated  by  the  Board, 
and  (3)  whether  an  applicant  other  than  Parks  should  be 
selected  to  conduct  operations  over  the  routes  that  Parks 
was  selected  to  operate  in  the  North  Centred,1  Mississippi 
Valley,2 3  and  Great  Lakes  Area 3  cases.  The  issue  of  public 
convenience  and  necessity  with  respect  to  the  route  pat¬ 
tern  and  the  need  for  air  transportation  over  the  routes 
was  specifically  excluded  from  consideration  in  these  re¬ 
opened  area  proceedings.  Interested  persons  were  per¬ 
mitted  to  intervene,  and  a  public  hearing  was  held  before 

1  7  C.  A.  B.  639  (1946). 

2  8  C.  A.  B.  726  (1947). 

3  8  C.  A.  B.  360  (1947). 
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Examiner  Ralph  L.  Wiser  who  thereafter  issued  his  re¬ 
port,  a  copy  of  which  is  attached  hereto  as  Appendi^  A. 
The  parties  have  filed  exceptions  to  that  report  and  bifiefs 
upon  the  exceptions,  and  the  Board  has  heard  oral  argu¬ 
ment.  After  examination  of  the  facts  and  considerations 
that  have  been  presented  to  us,  we  agree  with  and  adopt 
the  factual  analysis,  findings  and  conclusions  of  the  Ex¬ 
aminer  except  as  modified  in  this  opinion. 

As  long  ago  as  1946,  some  of  the  routes  with  which  we 
are  here  concerned  were  found  to  be  required  by  the  pub¬ 
lic  convenience  and  necessity.  We  are  troubled  by  the 
fact  that  although  other  routes,  authorized  in  the  same 
procedings  in  which  Parks  was  certificated,  have 
5695  been  in  operation  for  several  years,  service  to  the 
important  communities  authorized  to  Parks  has  been 
delayed.  We  are  impressed  with  the  need  in  many  in¬ 
stances  for  early  inauguration  of  service  to  such  communi¬ 
ties  by  an  airline  or  airlines  not  only  having  reasonable 
prospects  of  conducting  an  economical  and  sound  opera¬ 
tion,  but  also  able  and  willing  to  provide  the  type  of  aft 
transportation  we  deem  necessary  and  desirable.  Our  de¬ 
cision  in  this  proceeding  gives  appropriate  consideration 
to  this  factor. 

Nullification  of  the  Parks  certificate. — Section  401(g)  of 
the  Civil  Aeronautics  Act  includes  a  provision  “that  if 
any  service  authorized  by  a  certificate  is  not  inaugurated 
within  such  period,  not  less  than  ninety  days,  after  the 
date  of  the  authorization  as  shall  be  fixed  by  the  Board, 
or  if,  for  a  period  of  ninety  days  or  such  other  period  as 
may  be  designated  by  the  Board,  any  such  service  is;  not 
operated,  the  Board  may  by  order,  entered  after  notice 
and  hearing,  direct  that  such  certificate  shall  thereupon 
cease  to  be  effective  to  the  extent  of  such  service.’ ’ 

On  December  19,  1946,  the  Board  decided  the  North 
Central  Case ,  in  which  it  determined  that  a  certificate  for 
the  North  Central  route  should  be  issued  to  Parks,  subject 
to  a  further  showing  by  Parks  with  respect  to  airports. 
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On  September  3,  1947,  it  decided  the  Great  Lakes  Area 
Case,  in  which  Parks  was  awarded  the  Great  Lakes  route, 
also  subject  to  such  a  showing.  Parks  subsequently  made 
these  showings,  and  on  March  31,  1948, 4  the  Board  issued 
Parks  a  certificate  for  these  routes,  identified  as  Route 
No.  91.  However,  Parks  did  not  establish  service 
5696  over  Route  No.  91  and  on  March  21, 1949,  the  Board 
issued  an  order  designating  the  period  from  March 
21,  1949,  to  July  1,  1949,  as  the  period  within  which  Parks 
would  be  required  to  inaugurate  service  over  Route  No.  91. 
On  June  28,  1949,  the  Board  issued  its  Order  Serial  No. 
E-2978,  in  which,  inter  alia,  it  instituted  a  proceeding  to 
determine  whether  it  should  direct,  under  section  401(g), 
that  Parks’  certificate  cease  to  be  effective,  and  consoli¬ 
dated  this  proceeding  in  the  present  case.  The  record 
herein  shows  that  Parks  did  not  inaugurate  service  during 
the  designated  period.  It  is  clear  that  the  Board  may 
direct  that  the  certificate  for  Route  No.  91  shall  cease 
to  be  effective. 

Parks  contended  at  the  hearing  that  circumstances  be¬ 
yond  its  control  prevented  it  from  obtaining  the  necessary 
financing  for  inaugurating  service  as  an  independent  com¬ 
pany  prior  to  expiration  of  the  designated  period,  that  its 
acquisition  by  Mid-Continent  should  be  approved,  and,  if 
not,  that  it  should  be  permitted  to  retain  its  certificate  and 
to  conduct  operations  as  an  independent  company  with 
small  single-engine  aircraft,  in  accordance  with  plans  pre¬ 
sented  at  the  hearing. 

We  believe  that  Parks  has  had  ample  chance  to  estab¬ 
lish  service.  It  was  selected  as  the  successful  applicant 
in  the  North  Central  Case  in  1946,  and  in  the  Great  Lakes 
Area  Case  and  the  Mississippi  Valley  Case  in  1947.  It 
received  its  certificate  for  Route  No.  91  (encompassing  the 
North  Central  and  Great  Lakes  Area  routes)  in  1948. 
After  this,  the  Board  waited  for  inauguration  of  service 


4  Order  Serial  No.  E-1347. 
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by  Parks  until  March,  1949,  when  it  designated  a  102-day 
period  ending  July  1,  1949,  as  the  period  within  which 
service  should  be  inaugurated.  Service  was  not  provided 
in  that  period.  In  reviewing  the  actions  of  Mr.  Parks  \rith 
respect  to  his  proposed  feeder  experiment,  we  are  not 
5697  at  all  satisfied  that  his  conduct  and  that  of  his 
associates  has  conformed  to  what  we  could  expect 
as  a  result  of  the  promises  that  he  made  to  the  Board  in 
the  hearings  upon  his  application  to  provide  service.  In 
the  original  hearings,  it  was  indicated  that  Mr.  Parks, 
his  directors,  and  the  companies  he  controlled,  would 
provide  approximately  $650,000  of  equity  capital.  Only 
$81,000  (which  was  spent  mainly  for  intangible  items)  has 
been  contributed.  It  is  not  at  all  clear  that  these  promises 
could  not  have  been  fulfilled  if  the  ones  making  the  under¬ 
takings  had  wanted  to  fulfill  them.5  It  is  contended  "hat 
such  a  contribution  of  capital  would  have  been  useless  be¬ 
cause  financial  market  conditions  precluded  obtaining  the 
remaining  capital  that  was  needed.  Yet  the  record  shows 
that  a  requested  Reconstruction  Finance  Corporation  loan 
was  refused  because  of  a  lack  of  sufficient  equity  capital. 
We  feel  that  the  record  warrants  a  conclusion  that  Mr. 
Parks  and  his  associates  could  long  ago  have  taken  s  ;eps 
that  would  have  resulted  in  the  start  of  service  over  a  Sub¬ 
stantial  part  or  perhaps  over  all  of  the  routes  if  they  had 
been  willing  to  risk  their  own  capital  in  the  manner  jthat 
the  Board  had  a  right  to  expect  in  the  light  of  the  pres¬ 
entation  made  on  behalf  of  Parks  at  the  original  hearijngs. 

By  motion  filed  on  May  17,  1950,  the  day  before  the 

5  For  example,  the  record  shows  that  Mr.  Parks  and  Parks  Air¬ 
craft  Sales  and  Service,  Inc.,  subscribers  to  $250,000  of  the  capital 
stock,  had  sufficiently  good  credit  status  that  their  endorsement  of 
an  unsecured  promissory  note  enabled  Parks  Air  Lines  to  borrow 
$400,000  on  September  27,  1949,  the  day  before  the  hearing  in  the 
present  phase  of  these  cases,  Parks  asserted  that  it  could  be  used 
for  single-engine  operation  if  the  acquisition  by  Mid-Continent  were 
not  approved. 
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beginning  of  the  oral  argument,  Parks  asked  that  we 

5698  reopen  the  record  to  permit  introduction  of  new  evi¬ 
dence  which  it  contends  will  show  that  it  has  re¬ 
ceived  new  equity  capital  and  can  activate  its  routes  with 
twin-engine  aircraft.  The  Board  indicated  at  the  argu¬ 
ment,  on  May  19,  1950  that  this  motion  would  be  denied, 
but  Parks  filed  a  petition  later  that  day  requesting  that 
we  reconsider  this  denial. 

There  must  come  a  time  when  administrative  proceed¬ 
ings  of  this  nature  are  brought  to  a  close.  A  granting 
of  the  Parks  motion  would  necessitate  further  hearing  and 
further  delay  in  determining  the  disposition  of  the  Parks 
routes.  Actually,  the  amount  of  money  mentioned  in  the 
motion  and  the  request  for  reconsideration  does  not  appear 
to  be  sufficient  to  enable  the  provision  of  service  over  all 
the  operable  segments  of  Route  No.  91.  Moreover,  the 
granting  of  this  motion  would  unduly  delay  the  decision 
in  this  proceeding.  Even  if  Parks  were  able  to  establish 
all  the  facts  set  forth  in  its  motion,  we  find  that  we  would 
not  be  justified  in  granting  the  relief  requested.6 

The  interests  of  the  public  preclude  any  further  pam¬ 
pering  of  an  air  carrier  that  has  repeatedly  delayed  using 
its  authorization.  As  has  been  pointed  out  in  this  pro¬ 
ceeding,  the  investment  of  Parks  is  insignificant  when  con¬ 
sidered  in  the  light  of  the  long  delayed  needs  of  the  area 
for  service  as  well  as  the  investments  by  the  com- 

5699  munities  and  by  agencies  of  the  state  and  federal 
governments  for  airports.  We  are  amply  justified 


6  The  motion  of  May  17,  1950,  and  the  affidavit  attached  thereto, 
contain  assertions  that  Parks  had  sold  60,000  shares  of  stock  at  a 
price  of  $150,000,  which  it  had  used  to  purchase  three  DC-3  air¬ 
craft  with  spare  parts,  engines,  and  equipment,  that  it  was  nego¬ 
tiating  for  rent  or  purchase  of  four  additional  aircraft  and  that  it 
had  obtained  a  commitment  for  purchase  of  36,000  additional  shares 
of  stock  for  $90,000  in  cash.  The  motion  of  May  19,  1950,  asserts 
that  the  persons  that  had  provided  the  above  financing  were  willing 
to  purchase  a  further  added  increment  of  capital  stock  to  the  extent 
of  $100,000. 


in  concluding  that  we  have  already  been  overly  lenient  in 
the  application  of  the  statute  permitting  us  to  withdraw 
the  effectiveness  of  a  certificate  for  lack  of  service.  We, 
therefore,  affirm  our  denial  of  the  motions  to  reopen  the 
record  and  deny  the  petition  for  reconsideration  filed  by 
Parks  on  May  19,  1950. 

On  June  26,  1950  Parks  filed  a  document  in  the  natjure 
of  a  report  on  the  status  of  Parks.  This  document  is  an 
amendment  to  a  similar  one  filed  on  June  12, 1950.  Neither 
of  these  documents  has  any  legal  status  in  this  proceed¬ 
ing.  The  record  has  long  been  closed,  and  for  reasons 
previously  stated,  we  have  refused  to  reopen  it  at  the 
behest  of  Parks.  However,  even  if  these  documents  did  Con¬ 
stitute  valid  pleadings,  there  is  nothing  therein  which 
would  change  our  conclusions  that  we  should  direct  the 
Parks  certificate  to  cease  to  be  effective.  The  first  docu¬ 
ment  was  in  substance  a  reiteration  of  the  plans  set  forth 
in  the  prior  motion  brought  up  to  date.  The  later  docu¬ 
ment  states  that  on  June  21,  1950  Parks  commenced  regu¬ 
lar  scheduled  service  on  its  St.  Louis-Chicago  segment  via 
Springfield,  Decatur,  and  Champaign-Urbana.  It  further 
states  that  airport  notices  have  been  filed  covering  the 
Chicago-Sioux  City  segment  and  the  St.  Louis-Indianapolis 
segment.  It  was  proposed  to  commence  service  over  the 
former  on  July  1,  1950,  and  over  the  latter  on  or  abrot 
July  16,  1950.  The  document  also  states  that  Parks  lias 
set  up  a  time  table  under  which  it  is  proposed  to  activate 
its  entire  route  by  November  6,  1950.  It  contends  that 
Parks  has  the  organization  and  financing  to  accomplish  this. 
It  is  argued  that  Parks’  failure  to  activate  the  route  dur¬ 
ing  the  past  period  now  has  no  bearing  on  the  issue  of 
the  disposition  of  its  certificate  pursuant  to  sect: .on 
5700  401(g)  of  the  Act.  We  are  unable  to  agree  with 
this  contention. 

There  is  a  definite  public  interest  in  the  establishment 
and  maintenance  of  the  principle  that  carriers  to  whom 
certificates  have  been  awarded  should  make  every  effort 
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consistent  with  the  representations  upon  which  such  award 
was  based  to  inaugurate  service  thereunder  within  the 
period  we  have  provided.  Failure  to  do  so  would  make  a 
mockery  of  certificate  proceedings  and  seriously  prejudice 
the  rights  of  other  applicants  who  have  been  denied,  as 
well  as  the  ciites  which  have  been  certificated  for  service. 
This  is  particularly  true  in  this  situation  where  there  have 
been  two  lengthy  proceedings  for  applicants  and  cities. 
Parks  has  not  met  this  requirement.  It  would  not  be  in 
the  furtherance  of  this  standard  of  the  public  interest  to 
accept  a  last  minute  action  as  a  proper  fulfillment  of 
Parks’  responsibility  under  its  certificate.  To  do  so  would 
encourage  future  applicants  in  certificate  cases  to  avoid 
the  obligations  created  by  the  grant  to  them. 

In  view  of  the  history  of  Parks’  unsatisfactory  steward¬ 
ship  of  the  routes  awarded  by  us,  we  are  not  convinced 
that  the  actual  commencement  of  limited  operations  is  in¬ 
dicative  that  the  Parks  routes  would  be  adequately,  effi¬ 
ciently  and  continuously  served  were  the  certificate  for 
Route  No.  91  to  remain  effective.  If  Parks’  eleventh-hour 
action  is  permitted  to  delay  a  prompt  disposition  of  this 
proceeding,  we  may  well,  in  a  few  months,  be  confronted 
with  the  necessity,  once  again,  of  striving  to  provide  air 
transportation  services  by  other  carriers  to  communities 
which  have  been  depending  on  Parks,  in  some  instances, 
since  1946. 

The  financial  showing  made  by  Parks  in  the  recently 
filed  papers  is  not  persuasive  that  the  public  interest 
5701  requires  that  Parks  be  given  yet  another  opportunity 
to  fulfill  the  obligation  imposed  upon  that  carrier  by 
the  certificate  it  holds.  It  would  be  impossible,  without 
further  hearing  in  this  proceeding,  to  determine  whether 
Parks  will  actually  have  sufficient  capital  available.  If 
after  such  hearing  it  should  develop  that  insufficient  capital 
were  available,  there  would  have  been  further  delay  to  no 
purpose.  The  determination  of  the  rights  of  parties  and 
the  furnishing  of  service  to  the  public  demands  that  an  im- 
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mediate  decision  be  made  in  this  proceeding.  We  do  jnot 
feel  that  we  would  be  justified  in  risking  the  rights  of  ^he 
parties  and  the  interest  of  the  public  in  a  further  delay 
for  the  purpose  of  examining  further  into  the  merits  of 
Parks’  claims  advanced  at  this  extremely  late  date. 

On  May  24,  1950,  Parks  filed  airport  notices  indicating 
an  intent  to  inaugurate  service  on  segment  8  and  to  se:rve 
points  on  segment  1  of  its  Route  No.  91.  On  June  12, 
1950,  Parks  was  advised  by  us  that  in  our  opinion  inaugu¬ 
ration  of  service  by  Parks  should  not  be  effected  prior 
to  our  decision  in  this  proceeding  wherein  we  have  under 
consideration,  inter  alia,  the  question  whether  Parks’  cer¬ 
tificate  should  be  determined  to  be  ineffective  under  section 
401(g)  of  the  Act,  and  whether  the  routes  heretofore 
awarded  to  Parks  should  be  granted  to  other  applicants. 
It  was  pointed  out  that  oral  argument  in  this  proceeding 
has  already  been  held  and  that  our  decision  would  be 
issued  in  the  very  near  future.  It  was  further  pointed  out 
that  under  the  circumstances  of  this  case,  with  the  con¬ 
tinued  existence  of  the  Parks  route  authorization  in  ques¬ 
tion,  and  proceedings  thereon  at  such  an  advanced  sta^e, 
it  would  be  difficult  to  consider  the  inauguration  at  this 
time  of  the  service  proposed  in  the  Parks’  airport  notices 
to  be  in  the  public  interest. 

5702  It  is  clear  that  Parks’  action  in  commencing 
service  long  after  the  expiration  of  the  102-day 
period  stipulated  by  us,  and  when  this  proceeding  is  near¬ 
ing  completion,  cannot  be  employed  as  a  means  to  de  ’er 
our  decision  herein  or  prevent  us  from  making  sound  pro¬ 
vision  for  the  early  inauguration  of  adequate  service  by 
one  or  more  of  the  applicants  herein  who  have  established 
by  competent  evidence  their  ability  to  provide  the  required 
air  transportation. 

Considering  all  the  facts,  including  the  original  pro¬ 
posals  of  Parks,  the  subsequent  failure  to  provide  the 
equity  capital  agreed  upon,  the  several  previous  unsuccess¬ 
ful  attempts  to  establish  service  and  the  delay  which  would 
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be  required  in  order  to  reopen  this  proceeding  for  a  further 
showing  by  Parks,  we  are  convinced  that  the  public  in¬ 
terest  requires  that  the  certificate  for  Route  No.  91  shall 
cease  to  be  effective  immediately  and  that  we  take  expedi¬ 
tious  action  to  provide  the  services  we  found  required  by 
the  public  convenience  and  necessity  when  the  route  was 
awarded  to  Parks. 

The  Board’s  order  of  March  21,  1949,  designating  a 
period  for  the  inauguration  of  service  over  Route  No.  91 
did  not  designate  such  a  period  for  the  Mississippi  Valley 
route,  for  which  Parks  was  selected  in  the  Mississippi 
Valley  Case  but  for  which  Parks  had  never  submitted  an 
airport  showing  and  had  not  actually  received  a  certificate. 
However,  our  order  of  June  28,  1949,  reopened  the  Missis¬ 
sippi  Valley  Case,  as  well  as  the  North  Central  and  Great 
Lakes  Area  Cases,  to  determine  whether  the  routes  pre¬ 
viously  selected  for  Parks  should  be  awarded  to  another 
applicant.  The  considerations  that  require  that  we  direct 
that  the  certificate  for  Route  No.  91  cease  to  be  effec- 
5703  tive  also  require  that  we  rescind  our  previous  find¬ 
ing  selecting  Parks  to  operate  certain  routes  and 
that  we  authorize  an  applicant  other  than  Parks  in  the 
Mississippi  Valley  Case  and  in  the  North  Central  and 
Great  Lakes  Area  Cases. 

Nor  do  we  find  that  these  conclusions  should  be  changed 
by  the  proposals  for  the  acquisition  of  Parks  by  Mid- 
Continent. 

We  have  previously  pointed  out  the  public  interest  in¬ 
herent  in  inauguration  of  service  within  periods  provided 
by  the  Board  and  Parks’  failure  to  meet  this  standard. 
It  would  not  be  in  the  furtherance  of  such  standard  of 
the  public  interest  to  permit  under  these  circumstances 
what  amounts  in  substance  to  the  sale  of  the  franchise 
awarded  Parks.  This  would  amount  to  approval  of  a  de¬ 
vice  which  would  enable  Parks  to  escape  the  effects  of 
its  default.  We  have  previously  approved  some  certificate 
transfers  as  a  means  of  activating  feeder  routes.  How- 
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ever,  in  none  of  these  cases,  was  it  shown,  as  here,  that 
the  transferer  had  not  made  every  reasonable  effort  to 
inaugurate  service  in  accordance  with  the  representations 
upon  which  the  certificate  award  was  based.  On  the  facts 
here  before  us,  we  find  that  approval  of  the  acquisition 
would  not  only  condone  the  unreasonable  delay  in  inaugu¬ 
rating  service  discussed  above  but  would  also  permit  Parks 
to  profit  from  the  fact  of  that  delay. 

Moreover,  under  the  facts  of  this  case,  we  could  not  be 
sure  that  approval  of  the  acquisition  would  insure  prompt, 
adequate,  and  continuing  service  over  all  operable  Parks’ 
routes.  In  the  affidavit  signed  by  Mr.  Oliver  Parks  and 
attached  to  the  aforesaid  motion  filed  on  May  17,  1950, 
there  is  a  sworn  recital  of  the  fact  that  the  filing  of  an 
independent  application  by  Mid-Continent  for  the  Parks’ 
routes  was  not,  in  the  opinion  of  the  affiant,  consistent 
with  the  intention  of  the  parties  to  the  acquisition  agree¬ 
ment.  The  affidavit  further  recites  that  the  affiant 
5704  requested  the  President  of  Mid-Continent  to  either 
withdraw  its  application  or  to  release  Parks  f^om 
the  acquisition  agreement ;  that  on  May  4,  1950,  the  Bcfard 
of  Directors  of  Mid-Continent  refused  this  request  o^  to 
take  any  other  action  in  reference  thereto;  that  there¬ 
after  additional  shares  of  stock  of  Parks  were  soltji  to 
persons  who  agreed  to  tender  these  to  Mid-Contibent. 
There  is  no  recitation  that  Mid-Continent  agreed  to  accept 
such  shares. 

If  we  were  to  approve  the  proposed  acquisition,  it 
would  be  necessary  to  forego  our  findings  under  section 
401(g)  and  permit  the  Parks  certificate  to  continue.  We 
would  then  have  to  depend  entirely  on  Parks  consummat¬ 
ing  the  acquisition  transaction.  On  the  basis  of  the  facts 
set  forth  in  the  above-cited  affidavit  and  the  fact  that 
Parks  has  begun  the  limited  operation  previously  men¬ 
tioned,  it  would  appear  that  Parks  has  already,  in  f[act, 
abandoned  the  acquisition  agreement.  This  possibility  is 
increased  by  the  request  of  Parks  of  June  26,  1950, [for 
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leave  to  withdraw  its  request  for  approval  of  the  acquisi¬ 
tion.  Whatever  the  situation  may  be  there  are  serious 
doubts  as  to  whether  the  agreement  could  be  put  into  ef¬ 
fect  without  substantial  delays,  if  at  all.  The  public  in¬ 
terest  in  service  over  all  the  Parks  routes  requires  that 
we  not  run  the  risks  inherent  in  a  dependence  on  the 
acquisition  agreement 

We,  therefore,  find  that  the  proposed  acquisition  would 
not  be  consistent  with  the  public  interest. 

Authorization  of  carriers  other  than  Parks.  We  agree 
with  the  Examiner  that  the  public  interest  would  be  best 
served  if  the  applicant  or  applicants  selected  to  conduct 
operations  over  the  Parks  routes  are  independent  carriers 
concentrating  their  efforts  on  provision  of  feeder  service 
rather  than  applicants  that  also  provide  trunkline 
5705  or  regional  service.  Accordingly  we  shall  give  first 
consideration  to  the  selection  of  applicants  that  do 
not  provide  regional  or  trunkline  service.  Central  Air¬ 
lines,  Inc.  (Central),  Continental  Southern  Lines,  Inc., 
(Continental  Southern),  Ozark  Airlines,  Inc.  (Ozark), 
Turner  Airlines,  Inc.  (Turner),  and  Wisconsin  Central 
Airlines,  Inc.  (Wisconsin  Central),  are  the  applicants  that 
do  not  provide  or  propose  regional  or  trunkline  service. 
Braniff  Airways,  Inc.  (Braniff),  Chicago  and  Southern 
Air  Lines,  Inc.  (Chicago  and  Southern),  Continental  Air 
Lines,  Inc.  (Continental),  and  Mid-Continent  Airlines,  Inc. 
(Mid-Continent)  are  regional  or  trunkline  carriers. 

We  also  find  that  the  Examiner  is  correct  in  his  conclu¬ 
sion  that  substantial  parts  of  the  Parks  routes  could  not 
be  served  adequately  with  single-engine  aircraft  and  that 
an  applicant  whose  ability  to  inaugurate  service  over 
those  routes  is  limited  to  inauguration  of  service  with 
small  single-engine  aircraft  should  not  be  selected  herein. 

We  have  hereinafter  determined  that  the  Mississippi 
Valley  and  the  Great  Lakes  route  should  be  operated  by 
the  same  carrier  so  as  to  make  possible  a  more  economic 
operation  and  the  provision  of  a  better  service.  Since 
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Central  presses  its  application  for  the  Mississippi  Valley 
route  only  and  since  we  are  not  convinced  Central  wbuld 
be  able  to  serve  both  routes  with  twin-engine  aircraft,7 
its  application  will  be  denied. 

5706  There  are  four  independent  feeder  applicants 
(Wisconsin  Central,  Continental  Southern,  Ozark8 
and  Turner)  that  intend  to  use  twin-engine  equipment. 
Wisconsin  Central  seeks  the  North  Central  route,  Conti¬ 
nental  Southern  the  Mississippi  Valley  and  Great  Lakes 
routes,  Ozark  the  Great  Lakes  and  Mississippi  Valley 
routes,9  and  Turner  the  Great  Lakes  and  North  Central 
routes. 

The  Examiner  concluded  that  Continental  Southern 
should  not  be  authorized  in  this  proceeding  because  it 
would  be  more  fitted  to  operate  in  the  area  south  of  Mlem- 
phis  (requested  by  this  applicant  in  another  proceeding) 
and  because  of  the  delays  and  uncertainties  of  obtaining 
service  by  this  applicant  as  a  result  of  complications  due 
to  problems  in  connection  with  section  408  of  the  jA.ct. 
These  delays  and  uncertainties,  considered  in  the  ligh^:  of 
the  previous  delays  in  this  proceeding  and  the  need  for 
service,  lead  us  to  the  conclusion  that  this  applicant 
should  not  be  authorized  herein. 

7  We  are  mindful  of  Central's  contention  that  its  recent  Form  41 
(stipulated  in  the  record)  shows  that  it  has  borrowed  some  $200,000 
which  it  has  on  hand  in  cash.  It  is  not  necessary  that  we  pass  on 
the  contentions  as  to  whether  or  not  we  should  consider  this  show¬ 
ing  as  evidence  of  record  or  the  weight  that  we  should  give  thereto, 
because  even  with  these  funds  Central  would  not  be  able  to  provide 
service  over  the  Mississippi  Valley  and  Great  Lakes  routes  with 
twin-engine  aircraft. 

8  Ozark  presented  more  definitive  plans  for  single-engine  opera¬ 
tions  but  it  submitted  alternative  plans  for  twin-engine  service.  The 
record  also  shows  that  its  scheduled  speed  for  DC-3  and  Cessna 
single-engine  aircraft  would  be  about  the  same  in  this  short  service 
and  thus  evidence  on  such  matters  is  applicable  to  either  type  of 
service. 

9  Ozark’s  application  includes  all  three  routes  but  it  does  not  press 
its  request  for  the  North  Central  route. 
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Continental  Southern  is  an  inter-city  bus  company  with 
routes  centered  primarily  in  the  area  south  of  Memphis 
but  with  some  service  as  far  north  as  Nashville  and  St. 
Louis.  One  of  its  arguments  runs  to  the  effect  that  we 
should  select  it  in  order  to  utilize  its  experience  in  the 
bus  business.  While  this  experience  would  undoubt- 
5707  edly  help  it  in  organizing  and  operating  the  air 
transportation  project  that  it  here  proposes,  its  af¬ 
filiation  in  the  bus  transportation  industry  presents  grave 
legal  problems  under  section  408  of  the  Act  that  raise 
doubts  that  service  by  Continental  Southern  could  be 
established  in  the  near  future. 

A  second  bus  company,  Transcontinental  Bus  System, 
Inc.,  has  acquired  control  of  Continental  Southern,  and 
is  in  fact,  one  of  Continental  Southern’s  expected  sources 
of  capital.  This  acquisition  must  be  approved  by  the 
Board  under  section  408  of  the  Civil  Aeronautics  Act  in 
the  event  Continental  Southern  should  be  certificated  as 
an  air  carrier  herein.10  The  necessity  for  such  approval 
has  been  recognized  by  the  parties  who  filed  an  applica¬ 
tion  for  approval  after  the  hearing  in  this  proceeding.11 

Under  appropriate  facts  we  could  legally  certificate  Con¬ 
tinental  Southern  herein  and  then  await  the  outcome  of 
the  408  proceeding  to  determine  whether  or  not  Continen¬ 
tal  Southern  may  be  controlled  by  Transcontinental.12 
However,  we  find  that  whatever  advantages  there  may  be 
to  the  certification  of  Continental  Southern  are  more  than 
offset  by  the  disadvantages  to  the  public  interest  arising 
out  of  the  legal  requirements  of  a  subsequent  408  case. 
There  is  a  grave  question  as  to  whether  or  not  in  the  408 
proceeding  Transcontinental  could  satisfy  the  require¬ 
ments  of  the  second  proviso  of  section  408(b).  This  pro- 

10  Pan  American  Airways  Co.  v.  Civil  Aeronautics  Board,  121  F. 
2nd  810  (1941). 

11  Docket  No.  4372,  filed  March  7,  1950. 

12  American  President  Lines  et  al..  Petition,  7  C.  A.  B.  799  (1947). 
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viso  would  make  it  legally  impossible  for  us  to  approve 
the  control  of  Continental  Southern  by  Transcontinental 
unless  we  could  find  that  the  acquisition  promoted 

5708  the  public  interest  by  enabling  Transcontinental  to 
use  aircraft  to  public  advantage  m  its  bus  opera¬ 
tions  and  that  the  transaction  would  not  restrain  competi¬ 
tion.  As  we  have  previously  pointed  out,  this  proviso  is 
extremely  restrictive  and  only  those  limited  air  services 
which  are  auxiliary  and  supplemental  to  other  transport 
operations,  and  are  therefore  incidental  thereto,  can  meet 
the  conditions  laid  down  by  this  proviso.  It  would  thus 
be  necessary  in  a  408  case  for  Transcontinental  to  show 
that  the  air  service  of  Continental  Southern  would  be 
auxiliary  and  supplemental  to  the  bus  transport  opera¬ 
tions  of  Transcontinental  and  incidental  thereto.  Conti¬ 
nental  Southern  has  devoted  a  portion  of  its  briefs  to  the 
Examiner  and  to  us  arguing  that  such  a  finding  could  be 
made.  We,  of  course,  cannot  now  decide  this  question 
without  a  full  record  before  us.  However,  it  is  apparent 
on  the  face  of  the  situation  that  the  408  proceeding  would 
involve  substantial  questions  and  that  there  is  a  serious 
doubt  as  to  whether  or  not  the  control  of  Continental 
Southern  by  Transcontinental  could  legally  be  approved. 

If  this  should  be  the  result  of  the  408  case,  we  would 
then  be  legally  required  to  order  Transcontinental  to  di¬ 
vest  itself  of  control  of  Continental  Southern.  There  is 
no  assurance  that  Transcontinental  would  take  this  action. 
If  it  did  not,  and  preferred  to  retain  its  control  of  Con¬ 
tinental  Southern  purely  as  a  bus  operation,  our  action  in 
certificating  Continental  Southern  in  this  proceeding 
would  have  been  futile.  Moreover,  under  the  circum¬ 
stances  we  can  have  no  assurance  that  Continental  South¬ 
ern  and  its  backer  Transcontinental  would  be  willing  to 
make  the  substantial  investments  necessary  for  immediate 
activation  of  any  of  the  Parks  routes  pending  the 

5709  outcome  of  the  408  proceeding.  Such  a  delay  would 
defeat  our  efforts  to  obtain  air  service  over  these 
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routes  as  quickly  as  possible  and  would  clearly  be  con¬ 
trary  to  the  public  interest.  We  are,  therefore,  unable  to 
make  the  finding  required  by  our  decision  in  American 
President  Lines  et  al.,  Petition,1*  that  the  public  interest 
requires  service  over  any  of  the  Parks  routes  by  Conti¬ 
nental  Southern  regardless  of  the  circumstance  that  it  is 
a  surface  carrier.  Even  if  such  a  finding  were  not  re¬ 
quired,  we  cannot  find  that  Continental  Southern,  under 
the  facts  of  this  case,  is  relatively  more  fit,  willing,  and 
able  to  operate  any  of  the  Parks  routes  than  the  other 
applicants. 

We  do  not  believe  that  these  conclusions  are  in  any 
way  affected  by  the  joint  application  filed  by  Transconti¬ 
nental  and  Continental  Southern  on  June  13,  1950  for 
approval  of  the  transfer  to  the  former  of  any  certificate 
which  may  be  issued  to  Continental  Southern  in  this  pro¬ 
ceeding.  This  application  is  predicated  upon  the  assump¬ 
tion  that  the  Board  can  certificate  Continental  Southern 
in  this  case,  the  certificate  may  be  transferred  to  Trans¬ 
continental  pursuant  to  section  401  (i)  of  the  Act,  and 
that  there  will  then  be  no  necessity  for  approval  under 
section  408  of  the  relationship  between  Transcontinental 
and  Continental  Southern.  However,  the  408  problem 
created  by  the  acquisition  of  Continental  Southern  by 
Transcontinental  cannot  be  avoided  by  this  means. 

Basically  what  the  applicants  are  thus  asking  us  to  do 
is  to  read  section  408  out  of  the  Act  through  the  device  of 
a  transfer  under  section  401  (i).  In  so  doing  they 
5710  presume  that  the  requirements  of  section  408,  as 
applied  to  this  case,  are  merely  technical  in  nature 
and  that  they  may  be  avoided  by  another  technicality. 
However,  such  an  approach  misconstrues  the  real  nature 
of  the  problem  confronting  us  in  this  proceeding.  That 
problem  arises  out  of  a  clear  statutory  directive  to  re¬ 
strict  control  of  an  air  carrier  by  a  surface  carrier  to 


13  7.  C.  A.  B.  799,  804  (1947). 
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those  instances  where  the  test  of  the  second  proviso  of 
section  408  can  be  met.  The  courts  have  applied  stich 
directive  to  the  type  of  situation  before  us.  This  mandate 
is  not  a  mere  legal  technicality.  It  represents  a  substan¬ 
tive  declaration  of  policy  which  it  is  our  statutory  Ob¬ 
ligation  to  enforce.  We  do  not  believe  that  it  would  be 
consistent  with  the  public  interest  for  us  to  attempt  to 
avoid  this  obligation  through  the  device  of  a  transfer 
under  section  401  (i)  of  the  Act  which  does  not  eliminate 
the  relationship  which  Congress  intended  to  restrict.  On 
this  ground  alone  we  would  not  entertain  such  a  proposal. 

We  may  add,  however,  that  in  the  Air  Freight  For¬ 
warder  Case,14  we  found  that  a  situation  in  which  a  person 
controlling  a  surface  carrier  receives  an  authorization  as 
an  air  carrier  is  not  in  substance  different  from  that  where 
the  surface  carrier  owns  the  air  carrier.  For  that  reasion 
we  held  that  the  relationship  between  a  parent  air  carrier 
and  its  subsidiary  surface  carrier  required  approval  under 
section  408(a)(5)  of  the  Act  upon  the  certification  of  the 
parent.  This  is  identically  the  factual  situation  with  which 
we  would  be  confronted  if  Transcontinental  were  to  receive 
a  certificate  as  an  air  carrier  and  retain  control  of  Conti¬ 
nental  Southern.  Thus  the  408  problem  would  not  be 
eliminated  even  if  the  application  for  a  certificate  transfer 
under  section  401  (i)  of  the  Act  were  approved. 

5711  Three  feeder  line  applicants  remain  for  consid¬ 
eration  in  connection  with  the  award  of  the  North 
Central,  Great  Lakes  and  Mississippi  Valley  routes. 

One  of  the  reasons  which  prompted  us  to  select  Parks 
originally  for  the  Mississippi  Valley  route  was  the  con¬ 
clusion  that  the  North  Central,  Great  Lakes  and  Missis¬ 
sippi  Valley  routes  4 ‘are  not  only  so  related  ...  as  to 
give  promise  of  an  efficient  and  economically  sound  op¬ 
eration  but  their  natural  geographical  integration  also 
appears  adapted  to  the  normal  flow  of  the  traffic  in  ahd 


«  9  C.  A.  B.  473,  504  (1948). 
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between  these  areas.”15  It  appears  clear  that  the  opera¬ 
tion  of  all  three  routes  by  one  feeder  carrier  would  make 
possible  the  greatest  operational  economy  and  efficiency, 
but  we  agree  with  the  Examiner  that  neither  Wisconsin 
Central,  Ozark  nor  Turner  would  be  able  financially  to 
assume  the  burden  of  inaugurating  service  expeditiously 
over  all  three  routes. 

The  Mississippi  Valley  and  Great  Lakes  Area  routes 
are  so  designed,  that  a  more  efficient  and  economical  op¬ 
eration  should  be  possible  if  the  two  routes  are  operated 
by  a  single  carrier.  There  is  no  doubt  that  if  the  two 
routes  are  operated  as  an  entity,  considerable  one  carrier 
and  one  plane  service  would  be  made  possible  which  could 
not  be  offered  if  each  route  is  operated  by  a  separate 
carrier.  Furthermore,  the  route  mileage  of  the  two  sys¬ 
tems  when  joined  affords  a  much  better  prospect  for  the 
efficient  utilization  of  equipment  and  the  spreading  of  over¬ 
head  than  would  the  systems  operated  individually. 
5712  The  Examiner  estimated  that  capital  requirements 
for  the  Mississippi  Valley  and  Great  Lakes  routes 
would  range  between  $1,150,000  and  $1,300,000.  This  es¬ 
timate  was  arrived  at  on  a  route-mileage  basis  and  con¬ 
templates  the  full  ultimate  operation  of  the  routes.  It 
is  our  belief  that  the  estimate  is  higher  than  would  be 
necessary  for  the  carrier  actually  to  get  into  operation, 
particularly  in  view  of  the  fact  that  several  cities  on  the 
routes  cannot  now  be  served  because  of  inadequate  air¬ 
ports.  The  Examiner  found  with  respect  to  both  Ozark 
and  Turner  that  the  managements  were  fully  capable  of 
providing  satisfactory  air  transportation  service  and  we 
agree  with  the  findings  of  the  Examiner  in  this  respect. 

Ozark  is  a  Missouri  corporation  with  officers  and  stock¬ 
holders  who  are  citizens  of  the  United  States  and  is  a 
citizen  of  the  United  States  within  the  meaning  of  the 
Act.  It  is  the  only  remaining  non-trunkline  applicant 


15  Mississippi  Valley  Case,  8  C.  A.  B.  726,  761  (1947). 
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proposing  to  serve  the  Mississippi  Valley  routes,  The 
findings  of  the  Examiner  with  respect  to  Ozark  show  that 
it  is  better  fitted  to  provide  service  over  the  Mississippi 
Valley  route  than  over  the  Great  Lakes  route;  that  it  is 
fit,  willing  and  able  to  engage  in  air  transportation  e  ver 
the  Mississippi  Valley  route.  In  view  of  the  Board’s 
previously  expressed  policy  of  awarding  local  air  service 
enterprises,  where  feasible,  to  organizations  springing  from 
the  area  to  be  served  and  with  the  expectation  that  such 
organizations  will  be  able  to  perform  more  effectively  in 
the  areas  with  which  they  are  most  familiar  it  is  con¬ 


cluded  that  Ozark  should  be  selected  to  provide  service 
over  the  Mississippi  Valley  route. 

In  addition,  as  we  have  previously  indicated,  it  is  de¬ 
sirable  that  if  the  carrier  awarded  the  Mississippi  Valley 
route  is  financially  able  to  operate  the  Great  Lakes 
5713  Area  route,  it  should  be  permitted  to  do  so  in  older 
to  achieve  the  benefits  of  an  integrated  and  efficient 
operation.  The  Mississippi  Valley  and  Great  Lakes 
routes  converge  at  St.  Louis  which  would  be  the  base  of 
operations  of  Ozark. 

The  Examiner  has  expressed  some  doubt  that  Os;ark 
would  be  able  to  finance  the  inauguration  of  service  over 
both  the  Mississippi  Valley  and  Great  Lakes  routes. 
However,  the  record  indicates  that  Ozark  has  stock  sub¬ 
scriptions  totaling  $260,000  and  that  evidence  was  Sub¬ 
mitted  at  the  hearing  indicating  the  financial  ability  of 
the  subscribers  to  take  up  their  subscriptions.  In  addi¬ 
tion,  the  testimony  indicates  that  Ozark  will  probably, 
upon  the  issuance  of  the  certificate,  be  able  to  secur  e  a 
bank  loan  in  the  amount  of  $400,000  to  be  secured  by 
acceptable  collateral.  Furthermore,  Ozark’s  vice  presi¬ 
dent  testified  that  the  subscribers  to  the  $260,000  of  stock 
previously  mentioned  were  willing  and  able  to  provide  a 
further  additional  increment  of  capital  of  $500,000  if 
needed.  The  total  capital  resources  just  stated,  if  realiz- 
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able,  indicate  that  Ozark  would  be  able  to  finance  the 
proposed  operation.  Although  we  are  cognizant  of  the 
fact  that  the  commitments  as  indicated  in  the  record 
may  not  be  legally  enforceable,  it  is  very  often  diffi¬ 
cult  in  connection  with  operations  not  yet  authorized 
for  an  organization  to  make  an  iron  clad  showing  of 
ability  to  acquire  sufficient  capital  for  the  operation.  In 
this  connection  we  are  warranted  and  do  take  into  con¬ 
sideration  the  fact  that  the  record  shows  that  the  organiz¬ 
ers  of  Ozark  are  substantial  citizens  in  their  communi¬ 
ties;  that  several  of  them  are  men  of  means  and  that 
they  have  successfully  carried  through  other  transpor¬ 
tation  projects  and  have  experience  in  aviation.  We, 
therefore,  feel  warranted  in  relying  upon  the  representa¬ 
tions  made  at  the  hearing  herein  of  Ozark’s  ability  to 
secure  the  necessary  capital  requirements  and  find  that 
Ozark  is  fit,  willing  and  able  to  provide  the  service 
5174  herein  authorized.  The  Great  Lakes  and  Missis¬ 
sippi  Valley  routes  will  therefore  be  awarded  to 

Ozark. 

In  reaching  the  foregoing  decision  with  respect  to 
Ozark,  we  have  given  full  consideration  to  the  application 
of  Turner  for  the  Great  Lakes  route  but  have  been  im¬ 
pressed  by  the  desirability  of  awarding  both  the  Missis¬ 
sippi  Valley  and  Great  Lakes  routes  to  the  same  carrier. 
On  balance  we  are  convinced  that  the  solution  which  is 
most  in  accord  with  the  public  interest  is  the  one  we  have 
reached  herein  in  which  Ozark  has  been  selected  as  the 
carrier  to  provide  the  required  service. 

Among  the  local  service  carrier  applicants,  Wisconsin 
Central  and  Turner  remain  to  be  considered  for  the  North 
Central  route.  We  concur  in  the  conclusions  of  the 
Examiner  with  respect  to  the  financial  ability  of  Wiscon¬ 
sin  Central.  This  carrier  has  not  shown  to  our  satisfac¬ 
tion  that  it  would  be  able  to  assemble  the  financial  re¬ 
sources  to  provide  service  over  its  present  route  and  also 
to  establish  service  over  the  North  Central  route  within 
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the  time  required  by  the  public  interest.  Accordingly,  its 
application  will  be  denied. 

Although  Turner  appears  able  to  provide  service  over 
the  North  Central  route,  other  factors  weigh  heavily 
against  its  selection  for  that  route.  Turner  was  originally 
certificated  to  serve  the  area  lying  east  of  Chicago  and 
its  present  route  structure  is  so  designed  that  practically 
no  traffic  integration  would  be  possible  with  the  North 
Central  route.  It  is  clear  from  the  record  that  very  little 
traffic  could  be  expected  to  flow  between  points  on  Tur¬ 
ner’s  route  east  of  Chicago  and  points  on  the  North  Cen¬ 
tral  route  west  of  Chicago  since  traffic  from  local  points 
on  each  side  of  Chicago  would,  as  experience  shows, 
5715  tend  to  flow  to  Chicago,  but  not  beyond,  on  the 
feeder  system.  If  Turner  is  selected  it  would  in 
effect  be  called  upon  to  operate  two  feeders  systems  which 
have  practically  no  traffic  interrelationship.  Although 
some  benefits  would  be  derived  by  Turner  in  that  its  route 
system  would  be  enlarged  and  it  would  consequently  be 
able  to  achieve  greater  utilization  of  aircraft  and  greater 
spread  of  its  overhead,  the  benefits  would  appear  to  be 
operational  only  and  the  result  would  be  that  the  efforts 
of  the  Turner  management  would  be  divided  between  the 
area  it  was  originally  certificated  to  serve  and  an  area 
now  served  primarily  by  different  carriers,  i.  e.,  Wiscon¬ 
sin  Central  and  Mid-Continent.  We  believe  that  it  would 
be  more  in  the  public  interest  for  Turner  to  concentrate 
its  efforts  in  the  area  it  presently  serves  with  some  possi¬ 
bility  of  logical  expansion  in  other  directions  rather  than 
to  certificate  that  carrier  for  the  North  Central  route. 
These  considerations  necessitate  that  we  consider  the 
application  of  certain  of  the  trunkline  carriers  herein. 

Our  reluctance  to  extend  Turner  to  the  west  of  Chi¬ 
cago,  coupled  with  the  urgent  requirements  of  the  public 
interest  for  prompt  inauguration  of  service  over  the  Sioux 
City-Chicago  portion  of  the  North  Central  route,  results 
in  an  unusual  situation  and  special  circumstances  that, 
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in  this  particular  instance,  override  the  Board’s  policy 
against  operation  of  feeder  routes  by  trunklines  and 
require  that  we  give  further  consideration  to  authoriza¬ 
tion  of  one  of  the  trunkline  applicants  that  seek  this 
route,  i.  e.,  Chicago  and  Southern  and  Mid-Continent. 
For  reasons  developed  more  fully  in  the  Examiner’s  Re¬ 
port,  Mid-Continent  is  the  logical  choice  for  this  route  as 
between  these  two  carriers. 

5716  Mid-Continent’s  authorization  to  conduct  such 
operations  should  not  cause  any  significant  harm 
to  other  air  carriers  by  diversion  of  their  traffic  as  a 
result  of  the  single-carrier  service  made  possible  between 
points  on  Mid-Continent’s  present  route  and  points  on  the 
North  Central  route.  As  the  Examiner  points  out,  the 
North  Central  route  is  primarily  an  east-west  route  and 
the  present  Mid-Continent  system  consists  primarily  of 
north-south  routes.  This  fact,  together  with  the  require¬ 
ment  that  service  over  the  North  central  route  be  designed 
to  cater  to  local  traffic  rather  than  through-traffic,  will 
cause  operations  by  Mid-Continent  between  most  pairs  of 
points  that  are  now  served  by  other  trunkline  carriers  to 
be  circuitous  and  inconvenient  to  an  extent  that  such 
operations  should  not  divert  substantial  traffic  from  the 
existing  routes. 

The  Examiner’s  Report  discusses  in  some  detail  the 
possibility  of  competition  with  United  for  traffic  between 
Chicago  and  points  west  and  indicates  the  unlikelihood 
of  substantial  prejudice  to  United.  The  lack  of  probable 
detriment  to  existing  carriers  with  respect  to  traffic  be¬ 
tween  Chicago  and  points  to  the  south  is  even  more 
apparent.  For  instance,  if  Mid-Continent  were  to  attempt 
to  attract  Chicago-Kansas  City  traffic,  under  the  restric¬ 
tion  hereinafter  imposed,  it  would  have  to  operate  a  flight 
over  the  North  Central  route  from  Chicago  to  Rockford, 
Dubuque,  and  Waterloo,  connecting  with  a  flight  over  its 
present  route  No.  48  from  Waterloo  to  Kansas  City.  At 
least  three  stops  (including  a  change  of  planes)  would  be 
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required  (assuming  that  the  Board  authorized  suspension 
of  service  to  Elgin  and  Freeport,  where  airports  do  r  ot 
appear  adequate).  The  total  mileage  would  be 
7517  about  520.  This  compares  with  the  405  mile  non¬ 
stop  routings  between  Kansas  City  and  Chicago 
that  can  be  provided  by  TWA  and  Braniff.  The  circuity 
and  relative  number  of  stops  involved  is  even  more 
marked  in  the  case  of  trips  between  Chicago  and  points 
south  of  Kansas  City.  As  an  example,  the  most  expedi¬ 
tious  operation  that  Mid-Continent  could  conduct  between 
Chicago  and  Houston  would  be  a  five-stop  flight  (with  a 
change  of  plane)  via  Rockford,  Dubuque,  Waterloo,  Kan¬ 
sas  City,  and  Tulsa,  a  1,289  mile  flight.  In  comparison, 
Chicago  and  Southern  now  provides  a  994  mile  two-stop 
service  between  Chicago  and  Houston,  via  St.  Louis  a: id 
Memphis.  It  is  clear  that  Mid-Continent  could  not  pro¬ 
vide  service  that  would  compete  on  anything  like  eqxjal 
terms  with  that  of  these  existing  carriers  to  Kansas  City 
and  points  south. 

We  wish  to  make  it  clear  that  we  do  not  intend,  p,s 
some  of  the  trunkline  carrier  interveners  fear,  that  Mid- 
Continent  shall  undertake  competition  with  such  carriers 
in  any  manner  or  on  any  basis  not  contemplated  in  our 
previous  award  to  Parks.  In  order  to  assure  that  :io 
such  competition  will  result  from  our  action  herein  we 
shall,  in  addition  to  the  usual  restrictions  imposed  in 
temporary  feeder  certificates,  insert  in  Mid-Continent’s 
certificate  for  the  North  Central  route  a  requirement  that 
Mid-Continent  shall  not  operate  single-plane  service  le- 
tween  Chicago  and  points  not  named  on  such  feeder  route. 
We  shall  also  look  with  disfavor  on  any  action  of  Mid- 
Continent  whereby  it  would  attempt  to  equalize  its  fares 
for  such  circuitous  services  with  the  fares  for  the  direct 
services  of  the  existing  carriers,  or  to  resort  to  any  other 
device  for  providing  competition  which  we  do  not  intend 
either  to  authorize  or  permit.  With  a  circuitous  and  in¬ 
convenient  service  and  higher  fares,  Mid-Continent  should 
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not  prejudice  these  present  operations  by  diversion  of 
traffic. 

5718  We  conclude  that  the  public  convenience  and 
necessity  require  temporary  air  transportation  by 

Mid-Continent  over  the  North  Central  route.  Mid-Conti¬ 
nent  would  be  able  to  establish  service  over  this  one  route 
without  prejudicing  its  present  routes.  We  shall  accord 
close  scrutiny  to  Mid-Continents  conduct  during  the 
period  of  its  authorization  of  operations  over  the  North 
Central  route.  To  facilitate  an  appraisal  of  the  results, 
it  will  be  subject  to  all  accounting  and  reporting  require¬ 
ments  applicable  to  an  independent  operating  entity  under 
the  Board’s  Economic  Regulations. 

In  our  study  of  the  North  Central  route  we  have  noted 
that  11  out  of  the  31  communities  certificated  for  service 
on  that  route  do  not  presently  have  airports  adequate  for 
twin-engine  transport  aircraft.  Seven  of  such  inadequate 
airports  are  located  below  the  line  from  Chicago  to  Sioux 
City  via  Elgin,  Rockford,  Freeport,  Dubuque,  Waterloo, 
Fort  Dodge,  and  Sioux  City.  Hence,  service  offered  below 
the  Sioux  City-Chicago  line  would  be  available  in  the 
foreseeable  future  only  to  seven  out  of  fourteen  cities 
named  in  the  certificate. 

On  the  portion  of  the  route  south  of  the  Chicago-Sioux 
City  line  the  only  cities  with  adequate  airports  are  Bur¬ 
lington,  Ottumwa,  Des  Moines,  Cedar  Rapids,  Muscatine, 
Moline,  and  Clinton.  Moline  is  served  by  United  and 
Braniff,  Burlington  is  served  by  Braniff,  Ottumwa  by 
Mid-Continent,  Cedar  Rapids  by  United.  Therefore,  five 
of  the  seven  points  which  could  be  served  are  already 
provided  with  air  carrier  service  which  in  several  in¬ 
stances  would  be  duplicated  precisely  if  service  under 
present  airport  conditions  were  now  provided  under  the 
certificate  for  the  North  Central  route. 

5719  On  the  Chicago-Twin  Cities  portion  of  the  North 
Central  route,  only  four  points  not  now  certificated 

for  service  by  Wisconsin  Central  would  receive  service. 


259 


These  points  are  Rockford,  Janesville-Beloit,  La  Crosse, 
and  Winona.  Janesville-Beloit  is  now  served  by  Wiscon¬ 
sin  Central  under  an  exemption  order.  Rockford  is  an 
intermediate  point  on  the  Chicago-Sioux  City  segment. 
In  the  remaining  cities  on  the  Chicago-Twin  Cities  seg¬ 
ment,  service  is  either  provided  by  existing  carriers, 
would  be  provided  on  the  Chicago-Sioux  City  segment, 
or  cannot  now  be  provided  because  of  the  lack  of  adequate 
airport  facilities.  In  view  of  the  foregoing  and  other 
facts  of  record  we  have  come  to  entertain  serious  doubts 
as  to  whether  service  over  the  portions  of  the  route  soijith 
of  the  Chicago-Sioux  City  segment  and  over  the  Chicago- 
Twin  Cities  segment,  under  the  certificate  as  now  oper¬ 
able,  would  be  of  sufficient  value  to  warrant  the  operation. 
Consequently,  we  are  instituting  a  proceeding  to  deter¬ 
mine  whether  service  to  the  aforesaid  portions  of  i;he 
North  Central  route  should  be  suspended. 

Pending  the  hearing  and  determination  of  such  pro¬ 
ceeding  Wisconsin  Central  will  be  permitted  by  exemption 
to  continue  its  service  to  Beloit- Janesville  unless  1;he 
Board  shall  earlier  terminate  such  exemption. 

Since  the  oral  argument  herein,  motions  have  been  fi'  ed 
by  Wisconsin  Central  and  Turner  seeking  severance  and 
expedited  action  on  certain  portions  of  this  proceeding. 
On  July  21,  1950,  Parks  filed  a  motion  to  dismiss  that 
part  of  this  proceeding  with  respect  to  the  nullification 
of  Parks’  certificate  for  route  No.  91  and  with  respect  to 
the  reconsideration  of  the  award  to  Parks  of  the  Missis¬ 
sippi  Valley  route.  In  view  of  the  actions  taken  herein, 
such  motions  should  be  denied. 

5720  On  July  21,  1950,  Parks  also  filed  additional  affi¬ 
davits  on  the  issue  of  nullification  of  the  Parks’ 
certificate.  Much  of  this  material  could  have  been  pre¬ 
sented  at  the  hearing  but  was  not.  The  affidavits  are  not 
a  part  of  the  record  and  could  not  be  considered  without 
reopening  the  record,  which,  as  we  have  previously  indi¬ 
cated,  we  feel  is  precluded  by  considerations  of  the  public 
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interest.  Accordingly,  the  affidavits  will  not  be  con¬ 
sidered,  and  the  proceeding  will  not  be  reopened  as  re¬ 
quested  by  Parks. 

Findings. — On  the  basis  of  the  foregoing  considerations 
and  conclusions,  and  all  the  facts  of  record,  we  find: 

(1)  that  the  Board  should  direct  that  the  certificate  of 
public  convenience  and  necessity  for  route  No.  91  hereto¬ 
fore  issued  to  Parks  should  cease  to  be  effective  on  the 
date  of  this  decision ; 

(2)  that  paragraph  4  of  the  directory  portion  of 
Order  Serial  No.  E-1060,  dated  December  18,  1947,  and 
paragraph  1  of  the  directory  portion  of  Order  Serial 
No.  E-1348,  dated  March  31,  1948,  should  be  revoked; 

(3)  that  the  public  convenience  and  necessity  require 
temporary  air  transportation  of  persons,  property,  and 
mail  for  a  period  of  three  years  by  Mid-Continent  over 
the  North  Central  route,16  by  Ozark  over  the  Mississippi 

Valley  and  the  Great  Lakes  routes 17  subject  to  the 
7521  usual  conditions  appended  to  certificates  for  local 
feeder  service,  and  with  the  further  conditions  in 
the  certificate  of  Mid-Continent  that  Mid-Continent  shall 
not  serve  Chicago  and  points  not  named  on  the  route 
awarded  herein  on  the  same  flight  and  that  Mid-Continent 
shall  be  subject  to  all  accounting  and  reporting  require¬ 
ments  applicable  to  an  independent  operating  entity  under 
the  Board’s  Economic  Regulations. 


18  Order  Serial  No.  E-1348  exempts  Parks  to  permit  service  to 
Beloit  in  lieu  of  Rockford.  The  Rockford  airport  is  now  suitable 
and  no  further  exemption  is  needed  here. 

17  The  record  indicates  the  airport  at  Galesburg  will  probably  not 
be  useable  in  the  near  future  for  these  operations  and  the  certificate 
for  the  Great  Lakes  route  will,  therefore,  be  accompanied  by  an 
exemption  authorizing  service  to  Moline  in  lieu  of  Galesburg,  and 
also  permitting  service  between  Peoria  and  Burlington.  By  Order 
Serial  No.  E-1348,  dated  March  31,  1948,  the  Board  issued  an  ex¬ 
emption  to  Parks  authorizing  such  service.  The  facts  which  war¬ 
ranted  the  granting  of  that  exemption  also  justify  issuance  of  the 
exemption  to  Ozark. 


261 


(4)  that  Mid-Continent  and  Ozark  are  fit,  willing,  and 
able  to  provide  the  air  transportation  involved  in  the 
above  awards ; 

(5)  that  appropriate  certificates  of  public  convenience 
and  necessity  should  be  issued  to  Mid-Continent  and 
Ozark; 

(6)  that  the  agreements  between  Mid-Continent  and 
Parks  (Docket  No.  3782)  providing  for  the  acquisition 
of  the  capital  stock  of  Parks  by  Mid-Continent,  tiled 
May  10,  1949,  and  for  the  operation  of  Parks’  route  by 
Mid-Continent,  filed  June  17,  1949,  as  amended,  should  be 
disapproved ; 

(7)  that  a  proceeding  should  be  instituted  to  deter¬ 
mine  whether  the  public  convenience  and  necessity  require 
the  suspension  of  the  temporary  certificate  of  public  con¬ 
venience  and  necessity  for  route  No.  106  issued  to  Mid- 
Continent  herein,  insofar  as  said  certificate  authorizes 
service  on  segments  2,  3,  4,  and  that  portion  of  segment  5 
between  Rockford,  Ill.,  and  Des  Moines,  Iowa. 

(8)  that  the  exemption  granted  to  Wisconsin  Cei^ral 
by  Order  Serial  No.  E-4085,  dated  April  19,  1950,  author¬ 
izing  that  carrier  to  serve  Beloit- Janesville  should  be 
amended  so  as  to  continue  in  effect  until  final  disposition 
of  its  application  in  Docket  No.  4387  for  renewal  of  its 
certificate  or  until  the  effective  date  of  the  Board’s  final 
decision  in  the  North  Central  Route  Investigation  Case, 

herein  instituted,  whichever  shall  first  occur. 

5722  (9)  that  the  motion  filed  by  Parks  with  the 

Board  on  May  17,  1950,  requesting  the  Board  to 
reopen  the  record  in  the  Parks  Investigation  Case,  for 
the  purpose  of  receiving  in  evidence  a  certain  affidavit 
executed  by  Oliver  Parks,  which  motion  was  denied  by 
the  Board  at  the  oral  argument  in  the  aforementioned  pro¬ 
ceeding  on  May  19, 1950,  should  be  denied ; 

(10)  that  the  motion  filed  with  the  Board  by  Parks 
on  May  19,  1950,  for  reconsideration  of  said  denial  should 
be  denied ; 
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(11)  that  the  applications  should  be  denied  in  all  other 
respects,  and  all  motions  filed  herein  should  be  denied  to 
the  extent  not  granted. 

An  appropriate  order  will  be  entered. 

Ryan,  Acting  Chairman,  concurred  in  the  above  opinion. 
Lee  and  Adams,  Members  of  the  Board,  filed  the  attached 
concurring  and  dissenting  opinions.  Jones,  Member,  did 
not  take  part  in  the  decision. 

5723  MEMBER  LEE,  CONCURRING  AND  DISSENT¬ 
ING: 

I  dissent  from  the  Board’s  decision  awarding  the  north 
central  route  of  Parks  to  Mid-Continent  because  such  action 
by  the  majority  is  contrary  to  the  Board’s  established 
policy  and  will  surely  weaken  the  confidence  of  the  trunk 
lines  in  the  Board’s  repeated  assurances  that  it  would  not 
permit  local  air  service  to  become  competitive  with  the 
services  of  the  permanently  certificated  trunks.  The  ma¬ 
jority’s  decision  in  this  case  shows  the  need  for  an  over-all 
route  pattern  accompanied  by  a  program  for  its  accom¬ 
plishment.  The  adoption  by  the  Board  of  such  an  over-all 
pattern  would,  I  believe,  present  a  situation  such  as  this 
where  the  majority  felt  it  necessary  to  step  aside  from  the 
orderly  development  of  a  national  air  transportation  sys¬ 
tem  and  reverse  its  long  standing  feeder  policy  by  certificat¬ 
ing  a  trunkline  carrier  to  operate  a  feeder  system  solely 
as  an  expediency. 

This  decision  of  expediency  by  the  Board  attempts  to 
solve  a  problem  which  has  resulted  from  the  failure  of 
Parks  to  operate  its  system.  This,  like  most  expediencies, 
sacrifices  more  than  it  gains.  While  it  is  true  that  air 
service  to  the  communities  on  the  Parks  system  has  been 
delayed,  and  it  is  desirable  to  provide  that  service  at  the 
earliest  possible  moment  consistent  with  orderly  procedure, 
the  majority’s  action  in  selecting  Mid-Continent  as 

5724  an  expediency  will  do  more  harm  in  the  long  run 
than  it  does  good  in  relieving  a  temporary  demand 

for  service.  In  this  particular  case  service  could  have 
been  provided  by  any  one  of  several  qualified  feeder  ap- 


263 


plicants  just  as  quickly  as  by  Mid-Continent  without  re¬ 
versing  a  well-established  Board  policy  and  without  ignor¬ 
ing  the  necessary  requirements  for  a  planned  route  pat¬ 
tern.  The  majority  for  example  could  have  selected 
Parks  which  is  already  operating  a  portion  of  its  routes 
and  which  undoubtedly  has  funds  and  equipment  to  begin 
operations  over  the  entire  system  in  a  minimum  of  time. 
The  selection  of  Parks  would  have  brought  service  to  the 
communities  at  an  early  date  and,  in  addition,  would 
have  prevented  litigation  in  the  courts  which  Parks  is 
sure  to  bring  and  which  may  result  in  preventing  service 
over  any  of  these  routes  for  some  time  to  come. 

There  can  be  little  doubt  that  the  majority’s  decision 
in  this  case  awarding  the  north  central  route  of  Parks 
to  Mid-Continent  frustrates  the  Board’s  basic  feeder 
policy.  In  the  North  Central  Case,1  Mid-Continent  nfiade 
it  clear  that  it  did  not  wish  to  operate  any  feeder  routes 
unless  its  trunk-line  application  for  entry  into  Chicago 
was  granted.  Mid-Continent’s  primary  interest  in  this 


proceeding  is  not  in  providing  feeder  service  but  in  gain¬ 
ing  entrance  to  Chicago.  Mid-Continent  has  previously 
sought  entrance  into  Chicago,  but  the  Board  found 


5725  that  the  public  convenience  and  necessity  did  not 


warrant  the  granting  of  such  application.  The 


majority,  by  giving  Mid-Continent  access  to  Chicago  over 
Parks’  routes,  is  now  permitting  Mid-Continent  to  accom¬ 
plish  indirectly  what  the  Board  has  twice  previously 
refused  to  let  it  do  directly.  Ironically  enough,  Mid- 
Continent’s  application  to  serve  Chicago  was  denied  in 
the  North  Central  Case,  the  very  proceeding  in  which 
Parks  was  awarded  the  routes  here  under  consideration. 

The  question  of  local  air  service  was  first  raised  in 
1943  when  the  Board  issued  an  order2  instituting  an 

1  North  Central  Case,  7  C.  A.  B.  639  (1946). 

2  Investigation  of  Local,  Feeder,  and  Pick-up  Air  Service,  Order 
Serial  No.  2203,  Docket  867. 
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investigation  into  the  general  problems  mvolved  in  estab¬ 
lishing  feeder  service.  In  1944  the  Board  issned  an 
opinion3  which  concluded  that  it  would  be  desirable  to 
establish  feeder  air  transportation  sei  vices.  The  first 
proceeding  involving  the  actual  certification  of  feeder 
service  was  the  Rocky  Mountain  Case ,4  in  which  the 
Board  laid  down  the  basic  rules  of  policy  with  respect 
to  local  or  feeder  air  service.  One  of  the  major  issues 
confronting  the  Board  in  that  proceeding  was  the  selection 
of  a  proper  carrier  to  operate  the  feeder  service  which 
the  Board  found  required  by  the  public  convenience 
and  necessity.  In  that  case  Western  Airlines  was  an 
applicant  for  feeder  routes,  buts  its  application  was 
5726  rejected  in  favor  of  an  independent  feeder  carrier. 

In  deciding  this  fundamental  policy  question,  the 
Board  stated : 

“The  type  of  service  w-e  here  visualize  involves  an 
entirely  new  type  of  service  gaged  to  meet  the  needs  of 
smaller  communities  and  relatively  short  hauls.  In  view 
of .  the  limited  traffic  potentialities  of  the  points  on  the 
new  system,  an  unusual  effort  will  be  required  to  develop 
the  maximum  traffic.  Greater  effort  and  the  exercise  of 
managerial  ingenuity  may  be  expected  from  an  independ¬ 
ent  local  operator  whose  continuation  in  the  air  transpor¬ 
tation  business  will  be  dependent  upon  the  successful 
development  of  traffic  on  the  routes  and  the  operation  of 
the  service  on  an  adequate  and  economical  basis.” 

Subsequent  to  the  Board’s  opinion  in  the  Rocky  Moun¬ 
tain  Case,  eleven  separate  proceedings  involving  feeder 
air  service  have  been  decided  by  the  Board.  It  is  signifi¬ 
cant  that  the  same  policy  announced  in  the  Rocky  Moun¬ 
tain  Case — that  feeder  routes  should  be  operated  by 
independent  feeder  carriers — has  been  followed  in  every 

3  6  C.  A.  B.  1. 

4  Rocky  Mountain  States  Air  Service,  6  C.  A.  B.  695  (1946). 
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one  of  those  proceedings.  In  the  West  Coast  Cqse,* 
although  Western  and  United  were  applicants  for  feeder 
routes,  the  Board  awarded  these  routes  to  an  independent 
carrier,  stating: 

i ‘While  recognizing  that  the  existing  scheduled  carriers 
could  provide  service  to  additional  cities  through  amend¬ 
ment  of  their  existing  certificates,  we  do  not  believe  that 
in  the  present  developmental  and  experimental  stage  of 
this  type  of  service  it  should  be  entrusted  to  a  carrier 
whose  primary  objectives  are  in  providing  trunk-line 
service  of  a  long-haul  nature.” 

5727  Again,  in  the  New  England  Case,'  although  North¬ 
east  applied  for  feeder  routes,  the  Board  reiterated 
its  position  taken  in  the  Rocky  Mountain  States  Case. 
This  view  was  also  followed  in  the  Texas-Oklahoma  Case,5 * 7 
in  which  Braniff  sought  feeder  routes.  In  that  case  the 
Board  said 

“it  is  not  in  the  public  interest  for  a  trunk-line  carrief  to 
engage  in  functions  adapted  to  a  feeder  line.”  (underscor¬ 
ing  supplied) 

In  the  North  Central  Case,8  Mid-Continent  was  an 
applicant  for  extensive  feeder  service  in  Minnesota,  Wis¬ 
consin,  South  Dakota,  Nebraska,  Iowa,  and  Illinois.  In 
denying  Mid-Continents  application  for  feeder  service, 
the  Board  said : 

1  ‘Mid-Continent,  although  it  proposes  a  local  service 
supplemental  to  its  existing  system,  is  not  optimistic  as 
to  the  traffic  producing  potentialities  of  local  feeder  routes 
and  stated  it  does  not  want  the  feeder  routes  applied  for 
unless  its  trunk-line  application  for  entry  into  Chicago  is 
granted.  Consequently  we  are  convinced  that  m  inde- 


5  West  Coast  Case,  6  C.  A.  B.  961  (1946). 

•  New  England  Case,  7  C.  A.  B.  27,  39  (1946). 

7  Texas-Oklahoma  Case,  7  C.  A.  B.  481  (1946). 

8  North  Central  Case,  supra. 
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pendent  operator,  relying  solely  on  the  short  hand  traffic, 
would  be  in  a  better  position  to  develop  the  local  traffic 
potential  thaw  would  Mid-Continent.”  (underscoring  sup¬ 
plied) 

The  Board’s  most  recent  statement  on  this  sub- 
5728  ject  appeared  in  the  Turner  Transfer  Case,9  where 
the  Board  said : 

“The  feeder  experiment  requires  that  it  shall  be  under 
the  control  of  persons  who  can  devote  their  time  and 
effort  to  that  experiment  unfettered  by  other  carrier 
operations.”  (underscoring  supplied) 

Perhaps  the  most  emphatic  pronouncement  the  Board 
has  made  with  respect  to  this  policy  question  was  in 
connection  with  its  recent  decision  in  the  Bonanza-TW A 
Route  Transfer  Case:10 

“We  would  like  to  emphasize  again  that  we  have  neither 
the  disposition  nor  the  intention  to  permit  local  air  car¬ 
riers  to  metamorphose  into  trunklines  competitive  with 
the  permanently  certificated  trunklines.  The  local  service 
carriers  were  certificated  by  us  as  an  experimental  effort 
to  bring  useful  air  transportation  services  into  the  smaller 
communities  and  the  isolated  or  sparsely  populated  areas 
of  this  country  and  to  feed  connecting  traffic  to  long-haul 
carriers.  We  recognize  that  some  competition  between 
local  service  carriers  and  trunkline  carriers  is  inevitable 
but  we  intend  not  only  to  minimize  such  competition  but  to 
prevent  its  development  to  the  greatest  feasible  extent.” 
The  Board  even  went  so  far  in  that  case  as  to  issue  a 
special  feeder  certificate  to  Bonanza  authorizing  that 
carrier  to  engage  in  “local  air  transportation  service.”11 

9  Turner  Airlines,  Inc.  —  Transfer  of  Certificate,  Docket  3824, 
Decided  August  9,  1949. 

10  Bonanza  Airlines,  Inc. — TWA  Route  Transfer  Case,  Docket 
4053,  Decided  December  10,  1949. 

11  The  Board  at  that  time  also  agreed  upon  the  policy  of  inserting 
such  language  in  all  feeder  certificates  hereafter  issued  in  order  to 
distinguish  them  from  the  certificates  of  trunk  line  carriers. 
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In  spite  of  these  repeated  assurances  by  the  Board  that 
it  would  keep  the  feeders  in  a  separate  field  of  operation 
from  the  trunks  and  not  permit  local  air  service  to  become 
competitive  with  trunk-line  service,  the  trunks  as  a  gen¬ 
eral  rule  have  viewed  the  feeder  program  with 

5729  apprehension.  It  has  been  only  recently  that  the 
trunks  have  shown  a  willingness  to  accepti  the 

Board’s  statements  with  respect  to  this  policy.  Their 
growing  confidence  in  the  Board’s  assurances  has  been 
evidenced  by  the  requests  of  a  few  of  the  major  trunk 
lines  to  be  permitted  to  suspend  service  to  some  of  the 
smaller  communities  on  their  routes,  which  requests,  if 
granted,  would  result  in  service  being  provided  to  those 
communities  by  the  feeder  carriers  in  the  areas  concerned. 
It  is  entirely  possible,  even  probable,  that  the  larger  car¬ 
riers  who  have  taken  the  initiative  in  cooperating  with 
the  Board  in  an  effort  to  improve  the  route  pattern  would 
have  been  followed  by  other  trunk-line  carriers  in  that 
effort.  The  majority’s  decision  in  this  proceeding,  how¬ 
ever,  reversing  the  Board’s  long-standing  feeder  policy 
will  undoubtedly  make  difficult  further  adjustments  in 
the  route  pattern  by  voluntary  cooperation  of  the  trunk¬ 
line  carriers.  It  is  therefore  extremely  unfortunate  that 
the  majority  has  overthrown  a  long  line  of  decisions  built 
up  over  a  period  of  more  than  five  years,  at  a  time  when 
the  industry  is  ready  to  accept  the  Board’s  assurances 
that  it  intended  to  keep  feeders  and  trunks  in  their 
separate  spheres. 

The  seriousness  of  overturning  an  established  policy, 
and  particularly  with  reference  to  this  problem,  has  been 
very  well  stated  in  the  editorial  by  Wayne  W. 

5730  Parrish  in  the  June  15  issue  of  American  Aviation 
Magazine  wherein  Mr.  Parrish  said : 

“A  number  of  the  trunk  carriers  have  taken  steps,  or 
are  taking  steps,  to  relieve  themselves  of  some  unprofit¬ 
able  small  towns.  There  are  quite  a  few  transfers  of 
small  towns  to  feeders  that  would  help  the  feeders  and 
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help  the  cost  factors  of  the  trunks.  If  the  industry  could 
have  confidence  that  the  CAB  would  stick  to  a  policy  once 
it  had  determined  one,  much  might  be  accomplished  in  a 
short  time.  But  in  the  past  a  political  pressure  or  politi¬ 
cal  move  very  often  overturned  a  policy  within  a  year 
after  it  was  established.  Industry  must  have  more  rea¬ 
sons  them  the  CAB  record  itself  before  it  can  have  faith 
that  CAB  will  make  a  policy  and  stick  with  it.” 

The  soundness  of  the  Board’s  long-standing  feeder  pol¬ 
icy  of  selecting  independent  feeder  carriers  who  specialize 
in  short-haul  service  to  operate  feeder  lines  was  recog¬ 
nized  by  Acting  Chairman  Ryan  in  a  separate  opinion  in 
the  Great  Lakes  Area  Case 12  in  which  he  pointed  out 
that  “it  has  been  the  consistent  policy  of  the  Board  to 
entrust  the  performance  of  local,  short-haul  service  to 
carriers  whose  interest  is  primarily  in  the  local  traffic, 
in  preference  to  trunk-line  carriers  whose  primary  con¬ 
cern  is  to  serve  the  longhaul  traffic.”  The  correctness 
of  this  view  has  already  been  proven,  as  evidenced  by 
the  recent  request  of  TWA  that  it  not  be  required  to 
provide  service  to  many  of  the  smaller  communities  which 
that  carrier  was  authorized  to  serve  in  the  Great  Lakes 
Area  Case. 

The  dangers  inherent  in  Mid-Continent’s  operation  of 
the  feeder  routes  become  more  apparent  when  an  exami¬ 
nation  is  made  of  Mid-Continent’s  operating  plans  vrhich 
do  not  contemplate  operating  the  two  systems  in  a 
5731  separate  manner,  but  operating  them  together  as 
one  trunk  system  subject  only  to  the  required  stops 
on  the  feeder  portion.  One  of  the  important  reasons  for 
the  Board’s  original  decision  that  feeder  routes  should 
be  operated  by  independent  feeder  carriers  was  to  assure 
the  trunk-line  carriers  of  an  impartial  distribution  of 
traffic.  Obviously,  Mid-Continent  cannot  be  expected  to 
be  impartial  in  the  operation  of  its  newly  acquired  feeder 


12  Great  Lakes  Area  Case,  8  C.  A.  B.  360,  417  (1947). 
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ieres 


system  so  far  as  its  competitors  Chicago  &  Southern, 
American,  Braniff,  Northwest,  and  United  are  concerned. 

Nor  will  the  majority’s  attempt  to  minimize  competi¬ 
tion  by  placing  a  tighter  restriction  on  Mid-Continent  than 
has  been  placed  on  other  independent  feeder  carriers 
remove  the  threat  of  competition  between  Mid-Continent 
and  other  trunks.  The  Board  has  found  it  necessaijy  in 
the  past  to  relax  some  of  the  feeder  restrictions  aikd  it 
may  well  find  it  necessary  to  do  the  same  in  this  case. 
For  all  practical  purposes  the  Chicago- Waterloo  segment 
gives  Mid-Continent  trunkline  access  to  Chicago.  Be¬ 
tween  Waterloo  and  Chicago  Mid-Continent  need  make 
only  two  stops  because  of  airport  inadequacies  at  Free¬ 
port  and  Elgin.  Even  assuming  that  the  Board  adheres 
to  the  restriction  imposed  upon  Mid-Continent,  there  is 
nothing  to  prevent  Mid-Continent  from  offering  connect¬ 
ing  schedules  at  Waterloo  thus  accomplishing  the  very 
result  feared  by  the  trunks;  i.  e.,  a  competitor  resulting 
from  a  combination  of  the  feeder  and  trunk  systems. 
5732  Mid-Continent’s  service  between  Chicago  and  Des 
Moines  would  only  be  about  15  miles  longer  ^han 
United’s  local  service,  and  Mid-Continent  itself  took  the 
position  in  the  North  Central  Case  that  Parks’  Chicago- 
Des  Moines  operation  would  be  competitive  for  terminal 
to  terminal  traffic.  Similarly,  the  required  all-stop  mile¬ 
age  of  Mid-Continent’s  new  system  from  Chicago  to 
Shreveport  and  Houston  is  1063  and  1,275  miles  respec¬ 
tively.  This  compares  favorably  with  Chicago  &  South¬ 
ern’s  all  stop  mileage  of  914  and  1,172  miles  to  these  cities 
and  involves  circuity  of  only  16  percent  to  Shreveport 
and  9  percent  to  Houston. 

Tt  can  thus  be  seen  that  Mid-Continent  will  be  competi¬ 
tive  with  United  between  Chicago  and  Des  Moines,  with 
TWA  and  Braniff  between  Chicago  and  Kansas  City,  with 
Northwest  between  Chicago  and  Rochester  and  between 
Chicago  and  Twin  Cities,  with  American  between  Chicago 
and  Joplin  and  between  Chicago  and  Tulsa,  with  Chijjago 
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&  Southern  between  Chicago  and  Shreveport,  and  between 
Chicago  and  New  Orleans,  and  with  both  Chicago  &  South¬ 
ern  and  Braniff  between  Chicago  and  Houston.  Unques¬ 
tionably,  Mid-Continent  will  inflict  diversion  upon  these 
carriers,  a  diversion  which  will  reach  larger  proportions 
as  the  increase  in  traffic  justifies  nonstop  service  to  such 
traffic  points  as  Houston  and  New  Orleans. 

5733  It  is  significant  that  Mid-Continent  already  has 
on  file  an  application  requesting  extension  of  its 

route  48  from  Waterloo  to  Chicago  with  non-stop  author¬ 
ity.  Its  acquisition  of  the  North  Central  route  of  Parks 
will  give  it  ammunition  for  use  in  prosecuting  that  ap¬ 
plication.  By  taking  an  ostrich-like  attitude  in  awarding 
the  North  Central  route  to  Mid-Continent,  the  majority 
may  not  themselves  be  able  to  see  the  consequences  which 
are  so  obvious  to  the  aviation  industry  generally. 

As  far  as  the  Board’s  feeder  experiment  is  concerned, 
no  useful  results  can  be  expected  from  Mid-Continent’s 
operation  of  the  Parks  system,  since  the  Board  is  concur¬ 
rently  issuing  an  order  looking  toward  the  suspension  of 
all  but  the  one  route  from  Sioux  City  to  Chicago — an  ac¬ 
tion  in  which  I  concurred  in  order  to  mitigate  the  harm 
of  transferring  a  feeder  system  to  a  trunk. 

The  over-all  result  of  the  majority  action  is  the  grant¬ 
ing  of  a  Chicago  route  to  Mid-Continent  by  an  indirect 
method.  Such  a  result  is  inconsistent  with  the  Board’s 
previous  orders  in  this  case  which  specifically  required 
that  any  transfer  of  the  three  separate  route  systems  of 
Parks  be  transferred  in  their  entirety.  The  applications 
of  Eastern  and  United  who  sought  only  portions  of 

5734  one  or  more  of  the  route  systems  previously  award¬ 
ed  to  Parks  it  would  seem  have  been  prejudiced. 

In  view  of  the  foregoing  and  all  the  facts  of  record  I 
am  convinced  that  the  award  to  Mid-Continent  in  this  pro¬ 
ceeding  is  contrary  to  the  public  interest.  In  all  other 
respects,  I  concur. 


/s/  JOSH  LEE 
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5735  ADAMS,  MEMBER,  DISSENTING  IN  PAR^: 

I  dissent  from  the  majority  decision  to  select 
Ozark  Airlines  io  operate  the  Great  Lakes  route  in  addi¬ 
tion  to  the  Mississippi  Valley  route. 

In  reaching  my  decision  on  this  particular  issue,  I  have 
been  influenced  primarily  by  the  need  of  assuring  the 
prompt  institution  of  service  for  the  benefit  of  the  public. 

The  examiner  and  public  counsel  have  estimated  the 
minimum  capital  requirements  for  the  operation  of  the 
Mississippi  Valley  route  with  DC-3  equipment  to  be  $700,- 
000  to  $800,000.  Evidence  of  record  indicates  that  Ozark 
presently  has  $22,000  of  tangible  assets.  It  has  stock!  sub¬ 
scription  totaling  $260,000  and  a  firm  commitment  from 
a  bank  to  lend  it  $400,000  to  be  secured  by  acceptably  col¬ 
lateral.  This  total  of  $682,000  would  appear  to  be  suffi¬ 
cient,  even  if  marginal,  to  permit  the  carrier  to  inaugu¬ 
rate  service  promptly  on  the  Mississippi  Valley  route. 

The  examiner  and  public  counsel  have  estimated  the 
minimum  capital  requirements  for  the  operation  oj:  the 
Great  Lakes  route  with  DC-3  equipment  to  be  $450,030  to 
$500,000.  Ozark’s  vice  president  testified  that  the  sub¬ 
scribers  to  the  $260,000  stock  were  willing  and  able  to 
provide  a  further  additional  amount  of  capital  of  $500,000, 
if  needed.  This  unsubstantial  indication  of  a  source  of 
additional  funds  is  not  sufficient  to  constitute  an 

5736  assurance  that  the  required  amount  to  inaug  irate 
service  on  the  Great  Lakes  route  would  be  forth¬ 
coming  immediately  so  as  to  permit  the  rapid  inaugura¬ 
tion  of  service.  The  Board  has  too  often  accepted  and 
been  disappointed  by  similar  tenuous  contentions  of  finan¬ 
cial  strength. 

The  examiner  recommended  that  Turner  Airlines  be 
authorized  to  operate  the  Great  Lakes  route  and  I  agree. 
Turner  already  serves  Chicago  and  Indianapolis,  t\jro  of 
the  terminal  points  on  the  Great  Lakes  route.  Moreover, 
in  contrast  to  Ozark,  Turner  is  now  in  operation  with 
DC-3  equipment  and  already  has  sufficient  aircraft  to  acti- 
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vate  the  Great  Lakes  route.  In  addition,  evidence  of  rec¬ 
ord  discloses  that  Turner  has  sufficient  additional  capital 
to  provide  adequate  service  over  this  segment. 

/s/  RUSSELL  B.  ADAMS 

5737  Orders 

Serial  Number  E-4472 
UNITED  STATES  OF  AMERICA 
CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Adopted  by  the  Civil  Aeronautics  Board  at  its  office  in 
Washington,  D.  C.,  on  the  28th  day  of  July,  1950. 

In  the  matter  of  the 
PARKS  INVESTIGATION  CASE 
Docket  No.  3965  et  al. 

In  the  matter  of 

THE  NORTH  CENTRAL  ROUTE  INVESTIGATION 

CASE 

Docket  No.  4603 

In  the  matter  of  the  application  of 
WISCONSIN  CENTRAL  AIRLINES,  INC. 
for  exemption  from  the  requirements  of  the  Civil 
Aeronautics  Act  of  1938,  as  amended. 

Docket  No.  4347 

Order 

A  full  public  hearing  having  been  held  in  the  Parks 
Investigation  Case,  Docket  No.  3965  et  al .,  and  the  Board, 
upon  consideration  of  the  record,  having  issued  its  opinion 
containing  its  findings,  conclusions,  and  decision,  which  is 
attached  hereto  and  made  a  part  hereof ; 

IT  IS  ORDERED: 

1.  That  the  certificate  of  public  convenience  and  neces¬ 
sity  held  by  Parks  Air  Lines,  Inc.  (Parks),  for  route  No. 
91  shall  cease  to  be  effective  on  the  date  of  this  or¬ 
der; 

5738  2.  That  temporary  certificates  of  public  conve¬ 
nience  and  necessity  in  the  forms  attached  hereto 
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be  issued  to  Mid-Continent  Airlines,  Inc.  (Mid-Continent), 
for  Route  No.  106;  and  to  Ozark  Airlines,  Inc.  (Ozark), 
for  Route  No.  107 ; 

3.  That  said  certificates  shall  be  signed  on  behalf  of 
the  Board  by  its  Acting  Chairman,  shall  have  affixed 
thereto  the  seal  of  the  Board  attested  by  the  Acting  Sec¬ 
retary,  and  subject  to  the  extension  of  their  respective 
effective  dates  in  accordance  with  the  provisions  of  said 
certificates,  shall  be  effective  on  September  26,  1950; 

4.  That  the  agreements  between  Mid-Continent  and 
Parks  (Docket  No.  3782),  providing  for  the  acquisition  of 
the  capital  stock  of  Parks  by  Mid-Continent,  filed  May  10, 

1949,  and  for  the  operation  of  Parks’  routes  by  Mid-Con¬ 
tinent,  filed  June  17,  1949,  be  and  they  hereby  are  dis¬ 
approved  ; 

5.  That  paragraph  4  of  the  directory  portion  of  OiJder 
Serial  No.  E-1060,  dated  December  18,  1947,  and  para¬ 
graph  1  of  the  directory  portion  of  Order  Serial  [No. 
E-1348,  dated  March  31,  1948,  be  and  they  hereby  are 
revoked ; 

6.  That  the  motion  filed  by  Parks  with  the  Board  on 
May  17,  1950,  requesting  the  Board  to  reopen  the  record 
in  the  Parks  Investigation  Case  for  the  purpose  of  re¬ 
ceiving  in  evidence  a  certain  affidavit  executed  by  Oliver 
Parks,  which  motion  was  denied  by  the  Board  at  the  oral 
argument  in  the  aforementioned  proceeding  on  May  19, 

1950,  be  and  it  hereby  is  denied ; 

7.  That  the  motion  filed  with  the  Board  by  Parks  on 
May  19,  1950,  for  reconsideration  of  said  denial,  be  and 
it  hereby  is  denied ; 

8.  That  the  motions  of  Wisconsin  Central  filed  with 
the  Board  June  29,  1950,  and  of  Turner  Airlines,  Inc.  ^ed 
with  the  Board  July  5,  1950,  requesting  severance  of 

certain  portions  of  the  above-entitled  proceeding 
5739  and  an  expedited  decision  thereon,  and  the  answer 
of  Parks  with  respect  thereto,  except  to  the  extent 
specifically  granted  herein,  be  and  they  hereby  are 
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9.  That  the  motion  filed  with  the  Board  by  Parks  on 
July  21,  1950,  for  dismissal  of  that  portion  of  the  Paries 
Investigation  Case  (Docket  No.  3965  et  al.)  which  involves 
the  issue  of  the  revocation  of  Parks’  certificate,  or,  in  the 
alternative,  that  decision  in  the  latter  proceeding  be  de¬ 
ferred  and  that  necessary  action  be  taken  by  the  Board 
to  enable  Parks  to  activate  Route  No.  91  and  the  Mis¬ 
sissippi  Valley  Route,  be  and  it  hereby  is  denied; 

10.  That  all  applications  filed  in  these  proceedings, 
except  to  the  extent  specifically  granted  herein,  be  and 
they  hereby  are  denied ; 

11.  That  Ozark,  be  and  it  hereby  is  temporarily  ex¬ 
empted  from  the  provisions  of  section  401(a)  of  the  Civil 
Aeronautics  Act  of  1938,  as  amended,  insofar  as  they 
would  otherwise  prevent  Ozark  from  engaging  in  air 
transportation  with  respect  to  persons,  property,  and 
mail:  (a)  to  and  from  Moline,  in  lieu  of  Galesburg,  HI., 
on  Segment  No.  2  of  Route  No.  107,  and  (b)  between 
Peoria,  Ill.,  on  Segment  No.  2  of  Route  No.  107  and  Bur¬ 
lington,  Iowa; 

12.  That  a  proceeding  be  and  it  hereby  is  instituted 
to  determine  whether  the  public  convenience  and  necessity 
require  the  suspension  of  the  temporary  certificate  of 
public  convenience  and  necessity  for  Route  No.  106  issued 
to  Mid-Continent  herein,  insofar  as  said  certificate  au¬ 
thorizes  service  on  Segments  Nos.  2,  3,  4,  and  that  por¬ 
tion  of  Segment  No.  5  between  Rockford,  Ill.  and  Des 

Moines,  Iowa; 

5740  13.  That  the  proceeding  instituted  by  paragraph 

12  shall  be  assigned  Docket  No.  4603,  shall  be 
known  as  the  North  Central  Route  Investigation  Case, 
and  shall  be  set  down  for  hearing  before  an  Examiner 
of  the  Board  at  a  time  and  place  hereafter  to  be  desig¬ 
nated  ; 

14.  That  paragraph  3  of  the  directory  portion  of  Order 
Serial  No.  E-4085,  dated  April  19,  1950,  be  and  it  hereby 
is  amended  to  read  as  follows : 

“3.  That  the  exemption  granted  herein  shall  terminate 
upon  the  effective  date  of  (a)  the  Board’s  final  decision 
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upon  the  application  of  Wisconsin  Central  in  Docket  No. 
4387  for  renewal  of  its  certificate,  or  (b)  the  Board’s 
final  decision  in  the  North  Central  Route  Investigation 
Case,  Docket  No.  4603,  whichever  shall  first  occur”, 

By  the  Civil  Aeronautics  Board : 

/s/  Fred  A.  Toombs 
Fred  A.  Toombs 
Acting  Secretary 

(SEAL) 

5741  UNITED  STATES  OF  AMERICA 
CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

TEMPORARY  CERTIFICATE  OF  PUBLIC  CONVENI¬ 
ENCE  AND  NECESSITY  FOR  FEEDER  SERVICE 

MID-CONTINENT  AIRLINES,  INC. 
is  hereby  authorized,  subject  to  the  provisions  hereinafter 
set  forth,  the  provisions  of  Title  IV  of  the  Civil  Aeronau¬ 
tics  Act  of  1938,  as  amended,  and  the  orders,  rules,  and 
regulations  issued  thereunder,  to  engage  in  air  transpor¬ 
tation  with  respect  to  persons,  property,  and  mail,  as  fol¬ 
lows: 

1.  Between  the  terminal  point  Chicago,  Ill.,  the  inter¬ 
mediate  points  Elgin,  Ill.,  Rockford,  HI.,  Freeport,  HI., 
Dubuque,  Iowa,  Waterloo,  Iowa,  and  Fort  Dodge,  Icwa, 
and  the  terminal  point  Sioux  City,  Iowa; 

2.  Between  the  terminal  point  Chicago,  Ill.,  the  inter¬ 
mediate  points  Elgin,  Ill.,  Rockford,  HI.,  Beloit- Janesville, 
Wis.,  Madison,  Wis.,  Baraboo-Portage,  Wis.,  La  Crosse, 
Wis.,  Winona,  Minn.,  Rochester,  Minn.,  and  Red  Wing, 
Minn.,  and  the  terminal  point  Minneapolis-St.  Paul,  Mian.; 

3.  Between  the  terminal  point  Chicago,  Ill.,  the  inter¬ 
mediate  points  Aurora,  Ill.,  La  Salle-Ottawa,  HI.,  Kewanee, 
HI.,  Galesburg,  HI.,  Burlington,  Iowa,  Ottumwa,  Iowa,  and 
Oskaloosa,  Iowa,  and  the  terminal  point  Des  Moines,  Iowa ; 
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4.  Between  the  terminal  point  Galesburg,  HI.,  and  the 
terminal  point  Moline,  HI. ; 

5.  Between  the  terminal  point  Milwaukee,  Wis.,  the  in¬ 
termediate  points  Rockford,  HL,  Sterling,  HI.,  Clinton, 
Iowa,  Moline,  Ill.,  Muscatine,  Iowa,  Cedar  Rapids,  Iowa, 
Waterloo,  Iowa,  and  Marshalltown,  Iowa,  and  the  termi¬ 
nal  point  Des  Moines,  Iowa; 

to  be  known  as  Route  No.  106. 

The  service  herein  authorized  is  subject  to  the  following 
terms,  conditions,  and  limitations : 

(1)  The  holder  shall  render  service  to  and  from  each 
of  the  points  named  herein,  except  as  temporary  suspen¬ 
sions  of  service  may  be  authorized  by  the  Board ;  and  may 
begin  or  terminate,  or  begin  and  terminate,  trips  at  points 
short  of  terminal  points. 

5742  (2)  Upon  compliance  with  such  procedure  relat¬ 

ing  thereto  as  may  be  prescribed  by  the  Board,  the 
holder  may  regularly  serve  a  point  named  herein  through 
any  airport  convenient  thereto. 

(3)  On  each  trip  operated  by  the  holder  over  all  or 
part  of  one  of  the  five  numbered  route  segments  in  this 
certificate,  the  holder  shall  stop  at  each  point  named  be¬ 
tween  the  point  of  origin  and  point  of  termination  of  such 
trip  on  such  segment,  except  a  point  or  points  with  re¬ 
spect  to  which  (i)  the  Board,  pursuant  to  such  procedure 
as  the  Board  may  from  time  to  time  prescribe,  may  by 
order  relieve  the  holder  from  the  requirements  of  such 
condition,  (ii)  the  holder  is  authorized  by  the  Board  to 
suspend  service  or  (iii)  the  holder  is  unable  to  render 
service  on  such  trip  because  of  adverse  weather  conditions 
or  other  conditions  which  the  holder  could  not  reasonably 
have  been  expected  to  foresee  or  control. 

(4)  The  holder,  with  respect  to  the  operation  of  Route 
No.  106.  shall  be  subject  to  all  accounting  and  reporting 
requirements  applicable  to  an  independent  operating  en¬ 
tity  under  the  Board’s  Economic  Regulations. 


277 


(5)  The  holder  shall  not  serve  Chicago,  Ill.  oh  any 
flight  serving  a  point  not  authorized  for  service  by  this 
certificate. 

The  exercise  of  the  privileges  granted  by  this  certificate 
shall  be  subject  to  such  other  reasonable  terms,  conditions, 
and  limitations  required  by  the  public  interest  as  may 
from  time  to  time  be  prescribed  by  the  Board. 

This  certificate  shall  be  effective  on  September  26.  1950, 
and  shall  continue  in  effect  for  a  period  of  three  years: 
Provided ,  however,  That  prior  to  the  date  on  whikh  the 
certificate  would  otherwise  become  effective  the  Board, 
either  on  its  own  initiative  or  upon  the  filing  of  a  petition 
or  petitions  seeking  reconsideration  of  the  Boards  order 
of  July  28,  1950  (Order  Serial  No.  E-4472),  insofar  as 
such  order  authorizes  the  issuance  of  this  certificate,  may 
by  order  or  orders  extend  such  effective  date  from  time 
to  time. 

IN  WITNESS  WHEREOF,  the  Civil  Aeronautics 
Board  has  caused  this  certificate  to  be  executed  by  its 
Chairman  and  the  seal  of  the  Board  to  be  affixed  hereto, 
attested  by  the  Secretary  of  the  Board,  on  the  28xh  day 
of  July,  1950. 

/s/  Oswald  Ryan 

(SEAL)  Acting  Chairman 

ATTEST : 

/s/  Fred  A.  Toombs 
Acting  Secretary 

5743  UNITED  STATES  OF  AMERICA 
CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

TEMPORARY  CERTIFICATE  OF  PUBLIC  CONVENI¬ 
ENCE  AND  NECESSITY  FOR  FEEDER  SERVICE 

OZARK  AIRLINES,  INC. 

is  hereby  authorized,  subject  to  the  provisions  hereinafter 
set  forth,  the  provisions  of  Title  IV  of  the  Civil  A^ronau- 
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tics  Act  of  1938,  as  amended,  and  the  orders,  rules,  and 
regulations  issued  thereunder,  to  engage  in  air  transpor¬ 
tation  with  respect  to  persons,  property,  and  mail,  as  fol¬ 
lows: 

1.  Between  the  terminal  point  Rockford,  Ill.,  the  inter¬ 
mediate  points  La  Salle-Ottawa,  .HI.,  Peoria,  HI.,  and 
Springfield,  Ill.,  and  the  co-terminal  points  St.  Louis,  Mo., 
and  East  St.  Louis,  HI. ; 

2.  Between  the  terminal  point  Galesburg,  HI.,  the  in¬ 
termediate  points  Peoria,  HI.,  Bloomington,  HI.,  Cham- 
paign-Urbana,  HI.,  Danville,  HI.,  and  Crawfordsville,  Ind., 
and  the  terminal  point  Indianapolis,  Ind. ; 

3.  Between  the  co-terminal  points  St.  Louis,  Mo.,  and 
East  St.  Louis,  HI.,  the  intermediate  points  Springfield, 
HI.,  Decatur,  HI.,  Champaign-Urbana,  HI.,  and  (a)  beyond 
Champaign-Urbana,  Ill.,  the  terminal  point  Chicago,  HI., 
and  (b)  beyond  Champaign-Urbana,  HI.,  the  intermediate 
points  Danville,  Ill.,  and  Crawfordsville,  Ind.,  and  the  ter¬ 
minal  point  Indianapolis,  Ind. ; 

4.  Between  the  co-terminal  points  St.  Louis,  Mo.,  and 
East  St.  Louis,  HI.,  the  intermediate  points  Hannibal,  Mo.- 
Quincv,  HI.,  Keokuk,  Iowa-Fort  Madison,  Iowa,  Burling¬ 
ton,  Iowa,  Muscatine,  Iowa,  and  the  terminal  point  Daven¬ 
port,  Iowa-Moline,  HI.; 

5.  Between  the  co-terminal  points  St.  Louis,  Mo.,  and 
East  St.  Louis,  HI.,  the  intermediate  points  Cape  Girar¬ 
deau,  Mo.,  and  Cairo,  HI.,  and  (a)  beyond  Cairo,  HI.,  the 
intermediate  points  Paducah,  Ky.,  Dyersburg,  Tenn., 
Jackson,  Tenn.,  and  the  terminal  point  Memphis,  Tenn., 
and  (b)  beyond  Cairo,  HI.,  the  intermediate  points  Poplar 
Bluff,  Mo.,  and  Jonesboro,  Ark.,  and  the  terminal  point 

Memphis,  Tenn. ; 

5744  6.  Between  the  co-terminal  points  St.  Louis,  Mo., 

and  East  St.  Louis,  HI.,  the  intermediate  points  Jef¬ 
ferson  City,  Mo.,  Springfield,  Mo.,  Joplin,  Mo.,  Miami, 
Okla.,  and  the  terminal  point  Tulsa,  Okla.; 

7.  Between  the  terminal  point  Kansas  City,  Mo.,  the 
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intermediate  points  Topeka,  Kans.,  Emporia,  Kans.,  Cha- 
nute,  Kans.,  Coffeyville,  Kans.,  Bartlesville,  Okla.,  and  the 
terminal  point  Tulsa,  Okla., 
to  be  known  as  Route  No.  107. 

The  service  herein  authorized  is  subject  to  the  follow¬ 
ing  terms,  conditions,  and  limitations : 

(1)  The  holder  shall  render  service  to  and  from  each 
of  the  points  named  herein,  except  as  temporary  suspen¬ 
sions  of  service  may  be  authorized  by  the  Board;  and  may 
begin  or  terminate,  or  begin  and  terminate,  trips  at 
points  short  of  terminal  points. 

(2)  Upon  compliance  with  such  procedure  relating 
thereto  as  may  be  prescribed  by  the  Board,  the  holder 
may  regularly  serve  a  point  named  herein  through  any 
airport  convenient  thereto. 

(3)  On  each  trip  operated  by  the  holder  over  al.  or 
part  of  one  of  the  seven  numbered  route  segments  in  this 
certificate,  the  holder  shall  stop  at  each  point  named  be¬ 
tween  the  point  of  origin  and  point  of  termination  of  such 
trip  on  such  segment,  except  a  point  or  points  with  re¬ 
spect  to  which  (a)  the  Board,  pursuant  to  such  procedure 
as  the  Board  may  from  time  to  time  prescribe,  may  by 
order  relieve  the  holder  from  the  requirements  of  such 
condition,  (b)  the  holder  is  authorized  by  the  Board  to 
suspend  service,  or  (c)  the  holder  is  unable  to  render 
service  on  such  trip  because  of  adverse  weather  conditions 
or  other  conditions  which  the  holder  could  not  reasonably 
have  been  expected  to  foresee  or  control. 

The  exercise  of  the  privileges  granted  by  this  certificate 
shall  be  subject  to  such  other  reasonable  terms,  conditions, 
and  limitations  required  by  the  public  interest  as  :nay 
from  time  to  time  be  prescribed  by  the  Board. 

This  certificate  shall  be  effective  on  September  26,  1950, 
and  shall  continue  in  effect  for  a  period  of  three  years: 
Provided ,  however,  That  prior  to  the  date  on  which  the 
certificate  would  otherwise  become  effective  the  Board, 
either  on  its  own  initiative  or  upon  the  filing  of  a  petition 
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or  petitions  seeking  reconsideration  of  the  Board’s  order 
of  July  28,  1950  (Order  Serial  No.  E-4472),  insofar  as 
such  order  authorizes  the  issuance  of  this  certificate  may 
by  order  or  orders  extend  such  effective  date  from  time 
to  time. 

5745  IN  WITNESS  WHEREOF,  the  Civil  Aeronau¬ 
tics  Board  has  caused  this  certificate  to  be  executed 
by  its  Chairman  and  the  seal  of  the  Board  to  be  affixed 
hereto,  attested  by  the  Secretary  of  the  Board,  on  the 
28th  day  of  July,  1950. 

/s/  Oswald  Ryan 

(SEAL)  Acting  Chairman 

ATTEST : 

/s/  Fred  A.  Toombs 
Acting  Secretary 

*  •  *  • 

5747  Appendix  A 

UNITED  STATES  OF  AMERICA 
CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 


DOCKET  NO.  3965  ET  AL. 
PARKS  INVESTIGATION  CASE 


Recommended  that  (1)  Certificates  of  public  convenience 
and  necessity  authorizing  temporary  air  transportation 
of  persons,  property,  and  mail  for  a  period  of  three  years 
be  issued  to  Turner  Airlines,  Inc.,  for  the  Great  Lakes 
route,  Mid-Continent  Airlines,  Inc.,  for  the  North  Central 
route,  and  Ozark  Air  Lines,  Inc.,  for  the  Mississippi  Valley 
route  (2)  the  Board  direct  that  the  certificate  previously 
issued  to  Parks  for  route  No.  91  shall  cease  to  be  effective 
as  to  all  points  named  therein,  (3)  that  the  applications 
herein  be  denied  in  all  other  respects. 


PARKS  INVESTIGATION  CASE 

DOCKET  NO.  3965  ET  AL 
ROUTES  OF 
PARKS  AIR  LINES.INC. 

Minneopolis- 
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Appearances : 

Applicants 

Hubert  A.  Schneider  and  Philip  S.  Peyser,  for  Braniff 
Airways,  Inc. 

Robert  W.  Oliver  and  James  F.  BeU,  for  Central  Air¬ 
lines,  Inc. 

R.  S.  Maurer  and  L.  E.  Black,  Jr.,  for  Chicago  and 
Southern  Air  Lines,  Inc. 

C.  Edward  Leasure,  S.  B.  Redmond  and  Herman  F. 
Scheurer,  Jr.,  for  Continental  Air  Lines,  Inc. 

John  W.  Cross  and  Richard  A.  Fitzgerald,  for  Mid- 
Continent  Airlines,  Inc. 

John  P.  Moore  and  K.  Robert  Hahn,  for  Turner  Air¬ 
lines,  Inc. 

James  W.  Batchelor  and  Christian  L.  Swartz,  for  0:sark 
Airlines,  Inc. 

Theodore  I.  Seamon  and  Loyd  Benefield,  for  Parks  Air 
Lines,  Inc. 

J  err  old  Scoutt,  Jr.,  for  Continental  Southern  Lines,  Jjic., 
(formerly  known  as  Southern  Bus  Lines,  Inc.)  and  Wis¬ 
consin  Central  Airlines,  Inc. 

Air  Carrier  Intervenors 

Ernest  W.  Jermes  and  Thomas  F.  Brosnan,  for  American 
Airlines,  Inc. 

E.  Smythe  Gambrell,  W.  Glen  Harlan  and  Charle ^  A. 
Moye,  Jr.,  for  Eastern  Air  Lines,  Inc. 

C.  E.  Leasure,  for  Northwest  Airlines,  Inc. 

James  K.  Crimmins,  Arthur  P.  Lawlor  and  William 
Caverly  for  Transcontinental  &  Western  Air,  Inc. 

Floyd  Rhett  and  John  T.  Lorch  for  United  Air  Lilies, 
Inc. 

5748  Larry  Cates  and  F.  Harold  Bennett  for  Air  Line 
Pilots  Association. 
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Harry  F.  Knipp,  J.  L.  Phillips  and  Alam  H.  Ryam,  for 
Cities  of  Beloit  and  Janesville  and  Bock  County  Airport 
Committee. 

Frederick  M.  Holsteen  for  City  of  Burlington. 

Donald  T.  Hines  for  City  of  Cedar  Rapids. 

Leo  McEleney,  Paul  Nadelhoffer,  Homer  I.  Smith  and 
Jasper  W.  Morgan  for  City  of  Clinton  and  Clinton  Cham¬ 
ber  of  Commerce. 

J .  B.  McCue  and  Alvin  F.  Grauerholz  for  City  of  Coffey- 
ville  and  Coffeyville  Chamber  of  Commerce. 

Ralph  J.  Monroe  for  Decatur  Park  District,  City  of 
Decatur  and  Association  of  Commerce  of  Decatur. 

Heck  Ross  and  John  D.  Adams  for  City  of  Des  Moines 
and  Des  Moines  Chamber  of  Commerce. 

John  A.  Keipa,  A.  A.  Rhomberg  and  John  J.  Kentzin- 
ger  for  City  of  Dubuque  and  Dubuque  Chamber  of  Com¬ 
merce. 

Page  V.  Hart  for  Mayor  and  Aldermen  of  Dyersburg. 

William  J.  Terrill  for  Fort  Dodge  Chamber  of  Com¬ 
merce. 

Joseph  K.  McLaughlin  and  Donald  E.  Blodgett  for  State 
of  Illinois,  Department  of  Aeronautics. 

Russell  Rice  for  the  City  of  Jackson,  Tenn. 

David  M.  Proctor  for  City  of  Kansas  City. 

G.  Richard  Challinor  for  Chamber  of  Commerce  of  Kan¬ 
sas  City. 

Albert  F.  Beitel,  for  Minneapolis-St.  Paul  Metropolitan 
Airports  Commission. 

Henry  P.  Slone  for  Peoria  Association  of  Commerce. 

James  M.  Riffe  for  City  of  Quincy  and  Quincy  Chamber 
of  Commerce. 

Charles  S.  Thomas  for  City  of  Rockford  and  Rockford, 
Ill.,  Airport  Authority. 

Herbert  P.  Wilson  for  Metropolitan  Airport  Authority 
of  Rock  Island  County,  HI. 

C.  M.  Corbett  for  Sioux  City  Chamber  of  Commerce. 

Hugh  J.  Dobbs  for  Springfield  Airport  Authority  and 
City  of  Springfield. 
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James  E.  Crowe  for  City  of  St.  Louis. 

5749  C.  B.  Briscoe,  Forrest  G.  Ferris,  Jr,,  and  George 
C.  Smith  for  St.  Louis  Chamber  of  Commerce. 

John  H,  Barhydt  for  Tulsa  Chamber  of  Commerce. 

Thomas  A.  Graham  for  Vermillion  County  Airport  Au¬ 
thority. 

Harry  M.  Reed  for  City  of  Waterloo. 

S.  E.  J.  Bruski  for  City  of  Winona. 

Leslie  L,  Schroeder  for  State  of  Minnesota. 

A.  B.  Rodgers  for  Bartlesville  Chamber  of  Commerce. 

Edward  W oehrman  for  the  City  of  LaCrosse  and  La- 
Crosse  Chamber  of  Commerce. 

Clarence  J.  Muth  for  Milwaukee  Association  of  Com¬ 
merce. 

S.  A.  J.  Lobb  for  Rochester  Airport  Authority,  City  of 
Rochester,  and  Rochester  Chamber  of  Commerce. 

Public  Counsel 

Seymour  Wenner,  John  J.  Stowell  and  Ernest  J.  Nash. 

5750  Report  of  Examiner  Ralph  L.  Wiser 

Parks  Air  Lines,  Inc.,  (Parks),  was  selected  to 
provide  air  transportation  over  three  route  systems; — one 
that  was  found  required  by  the  public  convenience  and 
necessity  in  the  North  Central  Case 1  (hereinafter  called 
the  North  Central  route),  one  that  was  found  required  in 
the  Great  Lakes  Area  Case 2  (hereinafter  called  the  Great 
Lakes  route),  and  one  that  was  found  required  in  the 
Mississippi  Valley  Case 8  (hereinafter  called  the  Missis¬ 
sippi  Valley  route).  It  was  subsequently  issued  a  certifi¬ 
cate  of  public  convenience  and  necessity  for  the  North 
Central  and  Great  Lakes  routes,  known  as  Route  No.  91 
(subject  to  a  stay  order  as  to  two  segments  that  did  not 

1  7  C.  A.  B.  639  (1946). 

2  8  C.  A.  B.  360  (1947). 

3  8  C.  A.  B.  726  (1947). 
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have  adequate  airports).  Parks  did  not  present  a  show¬ 
ing  with  respect  to  airport  facilities  on  the  Mississippi 
Valley  routes  and  a  certificate  was  not  issued.  Parks  has 
never  inaugurated  service  over  any  of  these  routes.  The 
Board  issued  an  order  on  March  21,  1949  (Serial  No. 
E-2608)  designating  a  period  ending  July  1,  1949,  as  the 
reasonable  period  within  which  service  should  be  inaugu¬ 
rated  over  route  No.  91. 

This  is  a  consolidated  proceeding  that  includes,  (1)  the 
application  for  approval  of  the  Board  of  acquisition  by 
Mid-Continent  Airlines,  Inc.,  (Mid-Continent)  of  the  capi¬ 
tal  stock  of  Parks,  Docket  No.  3782;  (2)  a  proceeding  to 
determine  whether  the  Board  should  direct  that  the  cer¬ 
tificate  issued  to  Parks  for  Route  No.  91  cease  to  be 
effective.  Docket  No.  3965;  and  (3)  portions  of  the  Mis¬ 
sissippi  Valley  Case,  Docket  No.  548  et  al.,  the  North  Cen¬ 
tral  Case ,  Docket  No.  415,  et  al.,  and  the  Great  Lakes 
Area  Case ,  Docket  No.  535  et  al.,  “ reopened  for  the  lim¬ 
ited  purpose  of  determining  whether,  with  respect 
5751  to  each  of  the  three  separate  route  systems  here¬ 
tofore  awarded  Parks  in  the  North  Central  Case , 
Great  Lakes  Area  Case,  and  Mississippi  Valley  Case,  such 
route  system  shall  be  awarded  to  an  applicant  other  than 
Parks.”4  The  above  matters  were  consolidated  into  one 
proceeding  to  be  known  as  the  Parks  Investigation  Case 
by  order  of  the  Board  of  June  28,  1949.  Interested  per¬ 
sons  have  been  permitted  to  intervene,  a  public  hearing 
has  been  held,  and  the  parties  have  filed  briefs  with  the 
examiner. 

There  are  ten  applicants  that  propose  to  engage  in  air 
transportation  over  these  routes.  Braniff  Airways,  Inc., 
(Braniff)  and  Continental  Air  lines,  Inc.  (Continental) 


4  See  order  serial  No.  E-2978  of  June  28,  1949  (Paragraph  No.  5 
of  the  ordering  portion).  The  order  specifically  excludes  from  con¬ 
sideration  in  the  reopened  proceedings  the  issue  of  public  conveni¬ 
ence  and  necessity  with  respect  to  the  route  pattern  and  the  need 
for  air  transportation  over  the  routes. 


propose  to  conduct  operations  over  the  Mississippi  Valley 
route.  Central  Airlines,  Inc.,  (Central),  Chicago  and 
Southern  Airline,  Inc.,  (Chicago  and  Southern),  and  Ozark 
Air  Lines,  Inc.  (Ozark)  ask  authority  to  operate  ovir  all 
three  routes.  Mid-Continent  proposes  that  it  acquire 
Parks  as  a  wholly-owned  subidiary  and,  under  contract, 
conduct  operations  over  all  three  routes  with  personnel 
and  equipment  that  would  for  the  most  part  be  that  of 
Mid-Continent.  In  the  alternative,  it  asks  that  certificates 
covering  these  routes  be  issued  directly  to  Mid-Continent. 
Turner  Airlines,  Inc.,  (Turner)  proposes  to  provide  air 
transportation  over  the  North  Central  and  Great  Lakes 
routes.  Parks  supports  the  proposed  Mid-Continent/Parks 
acquisition  application,  but  in  the  event  that  this  applica¬ 
tion  is  disapproved  asks  that  its  certificate  be  left  in  ef¬ 
fect  and  that  it  be  permitted  to  provide  air  transportation 
over  all  three  routes.  Continental  Southern  Lines,  Inc., 
formerly  known  as  Southern  Bus  Lines,  (Continental 
Southern)  proposed  to  operate  over  the  Mississippi  Val¬ 
ley  and  Great  Lakes  routes.  Wisconsin  Central  Airlines, 
Inc.,  (Wisconsin  Central)  proposes  to  operate  over  the 
North  Central  route. 

5752  Primary  Issues  in  this  proceeding  arise  tinder 
sections  401,  408,  and  412  of  the  Act.  Thei  r  de¬ 
cision  revolves  around  determinations  as  to  the  fitness, 
willingness,  and  ability  of  the  applicants  and  the  require¬ 
ments  of  the  public  convenience  and  necessity  and  the 
public  interest,  subject  to  appropriate  consideration  of 
certain  specific  provisos  of  Sections  408  and  412,  if  ap¬ 
plicable,  (i.e.,  as  to  relationships  between  air  and  surface 
carriers,  monopolies  in  restraint  of  trade  and  violations 
of  the  Act.)* 

Each  of  the  applicants,  including  Parks,  presented  evi¬ 
dence  showing  plans  of  operation  and  their  estimates  of 

5  No  problems  in  connection  with  these  provisos  are  involved 
herein  except  for  those  that  would  arise  because  of  the  surface  car¬ 
rier  status  of  Continental  Southern. 
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revenues,  expenses,  and  capital  requirements.  The  inter¬ 
veners  presented  data  designed  to  show  that  particular 
carriers  should  or  should  not  be  permitted  to  operate. 
Appendix  No.  1  contains  a  summary  of  the  showings  of 
the  parties  at  the  hearing.  Cleavage  in  positions  centers 
primarily  around  issues  as  to  (1)  whether  feeder  service 
should  be  provided  by  trunklines  (2)  whether  service  with 
small  single-engine  aircraft  would  be  justified  and  (3) 
which  applicant  or  applicants  should  be  selected  to  oper¬ 
ate  over  the  routes. 

Three  of  the  regional  and  trunkline  applicants  (Braniff, 
Continental,  Mid-Continent)  argue  in  favor  of  authorizing 
local  feeder  service  by  such  long  haul  carriers.  Chicago 
and  Southern,  the  other  trunkline  applicant,  believes  that 
the  Board  should  continue  its  policy  against  such  au¬ 
thorizations  but  argues  that  it  is  the  best  fitted  to  estab¬ 
lish  operations  over  the  Parks  routes  if  a  change  in  policy 
is  to  be  made.  Three  trunkline  interveners  (American, 
TWA,  United)  and  the  applicants  that  would  limit 
5753  their  activities  to  local  feeder  service  (Central, 
Ozark,  Turner,  Wisconsin  Central)  argue  for  con¬ 
tinuance  of  the  Board’s  policy  of  limiting  feeder  service 
authorization  to  such  persons.  Continental  Southern,  a 
bus  carrier,  argues  that  it  is  best  fitted  to  provide  serv¬ 
ices  over  the  two  routes  it  requests.  A  majority  of  the 
cities  taking  a  position  argue  that  a  regional  or  trunkline 
carrier  should  be  authorized  to  provide  the  local  feeder 
service  in  this  proceeding  and  that  service  with  single 
engine  aircraft  would  be  inconsistent  with  the  public  in¬ 
terest. 

Feeder  service  by  long-haul  carriers.  Several  trunkline 
or  regional  carriers  (hereinafter  called  trunklines)  seek 
authority  herein  to  operate  local  feeder  service  over  the 
Parks  routes.  In  proceedings  heretofore  coming  before 
it,  the  Board  has  declined  to  authorize  the  scheduled  car¬ 
riers  having  permanent  certificates  to  engage  in  air  trans¬ 
portation  over  the  so-called  local-feeder  service  routes. 
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Public  counsel  argues  that  reasons  in  support  of  such  a 
policy  are,  (1)  development  of  feeder  service  requires  con¬ 
centration  of  effort  best  performed  by  specialists  who  ’vill 
depend  on  such  revenue  for  continued  existence,  (2)  op¬ 
portunities  will  be  afforded  new  entrepreneurs  with  new 
ideas  to  enter  the  air  carrier  business,  (3)  permanently 
certificated  carriers  will  be  permitted  to  become  self-suf¬ 
ficient  (feeder  operations  would  probably  delay  subslan- 
tially  such  attainment  of  self-sufficiency)  without  depend¬ 
ence  on  subsidy  mail  pay,  (4)  existing  trunkline  carriers 
will  be  insulated  from  the  dangers  affecting  their  finan¬ 
cial  stability  that  would  occur  if  feeder  experiments  were 
unsuccessful  so  as  to  require  their  termination,  and  (5) 
an  independent  carrier  would  feed  its  traffic  impartially 
to  trunkline  carriers  and  the  public  would  thus  be  better 
served  than  if  the  feeder  operator  were  under  the  tempta¬ 
tion  to  channel  traffic  through  its  own  particular  trunkline 
system. 

5754  From  the  outset  of  its  handling  of  the  local-feeder 
route  problem,  the  Board  has  recognized  consist¬ 
ently  that  the  success  of  air  transportation  in  the  short- 
haul  field  is  subject  to  peculiar  hazards  because  of  the 
fact  that  air  transportation  lends  itself  particularly  to 
long-haul  transportation  and  that  in  general  it  becomes 
subject  to  much  more  intense  competition  from  surface 
carriers  when  the  primary  field  is  short-haul  transpo  rta¬ 
tion.  In  the  Rocky  Mountain  States  Air  Service  Case 6 
the  Board  said: 

“ Because  of  the  low  traffic  potential  of  the  smaller  cities 
and  towns  to  be  served  by  the  local-feeder  services  and 
the  intense  competition  to  which  they  will  undoubtedly  be 
subjected  by  rail  and  highway  transportation,  economy  of 
operation  must  be  a  primary  concern  of  local-feeder  serv¬ 
ice  operators  if  the  cost  to  the  Government  is  to  be  kept 
within  reasonable  limits.  We  cannot  emphasize  too 


6  6  C.  A.  B.  695  (1946). 
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strongly,  therefore,  that  the  carriers  authorized  to  oper¬ 
ate  such  services  will  be  expected  to  be  on  a  constant 
search  for  methods  of  achieving  economies  in  operation. 
The  issuance  of  temporary  certificates  will  give  a  measure 
of  assurance  that  efforts  in  this  direction  will  be  made; 
and  provide  a  safeguard  against  a  static  or  progressively 
increasing  dependence  on  the  Government,  and  also  will 
permit  the  granting  of  permanent  status  only  to  such 
services  as  have  been  shown  to  be  capable  of  operation 
without  undue  cost  to  the  Government.  ” 

In  the  Florida  Case 1  the  Board  found  that  National,  one 
of  the  applicants,  would  employ  the  local  service  wher¬ 
ever  possible  to  channel  traffic  destined  for  distant  points 
to  points  on  its  trunkline  system,  and  that  a  local  feeder 
route  that  would  favor  one  long-haul  carrier  could  hardly 
reflect  accurate  results  with  respect  to  the  possibilities  of 
feeder  service.  In  the  West  Coast  Case8  the  Board 
reached  the  conclusion  that  in  the  present  developmental 
and  experimental  stage  of  this  type  of  service  it  should 
not  be  entrusted  to  a  carrier  whose  primary  objective  is 
providing  trunkline  service  of  a  long-haul  nature.  The 
Board  therein  concluded  that  the  limited  traffic  po- 
5755  tentialities  of  the  smaller  cities  would  require  an 
unusual  effort  for  the  development  of  maximum 
traffic  and  that  greater  effort  and  exercise  of  managerial 
ingenuity  might  be  expected  from  an  individual  local  oper¬ 
ator  whose  continuation  in  the  air  transportation  business 
would  be  dependent  upon  the  success  and  development  of 
traffic  at  these  cities  and  the  maintenance  of  operations 
on  an  economical  basis. 

The  Board,  again,  in  the  New  England  Case?  reaffirmed 
the  conclusion  that  experimental  services  of  this  nature 
should  be  operated  by  a  new  carrier  whose  sole  venture 

•  6  C.  A.  B.  765  (1946). 

8  6  C.  A.  B.  961  (1946). 

9  7  C.  A.  B.  27  (1946). 
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in  the  air  transportation  business  would  consist  of  local 
and  feeder  service  rather  than  by  one  of  the  existing  car¬ 
riers  whose  services  are  primarily  geared  to  providing 
trunkline  service.  In  the  T exas-Oklahoma  Case 10  and  in 
the  Southeastern  States  Case 11  the  Board  followed 
previous  finding  with  respect  to  the  desirability  of  hav¬ 
ing  local  feeder  service  provided  by  independent  opera¬ 
tors  whose  continuation  in  the  air  transportation  business 
would  be  dependent  upon  the  successful  development  of 
traffic  over  the  new  routes.  In  the  North  Central  Case 12 
the  Board  found  that  Mid-Continent  had  not  been  opti¬ 
mistic  as  to  the  traffic  potentialities  of  the  local  feeder 
routes  and  had  stated  that  it  did  not  want  the  feeder 
routes  it  applied  for  unless  its  trunkline  application  into 
Chicago  was  granted.  The  Board  decided  that  an  inde¬ 
pendent  operator  relying  wholly  on  short-haul  traffic  would 
be  in  a  better  position  to  develop  the  local  traffic  potential 
than  would  Mid-Continent. 

It  has  been  brought  out  that  in  the  Great  Lakes  Area 
Case ,x*  the  Board  authorized  TWA  to  provide  temporary 
air  transportation  for  Mansfield,  Springfield,  Zanes 
5756  ville,  Lima,  Marion,  and  Findlay,  Ohio,  and  Rich¬ 
mond  and  Fort  Wayne,  Indiana.  It  is  argued  that 
this  case  indicates  that  the  Board  abandoned  its  previ¬ 
ously  announced  finding  that  the  local  feeder  routes  sho 
be  operated  by  specialists  concentrating  their  efforts 


bid 


such  operation  rather  than  by  carriers  that  also  operate 
over  trunkline  routes.  However,  close  examination  of 
that  decision  does  not  support  this  argument.  The  cities 
involved  were  characterized  by  population  concentrations 
and  traffic  potentials  that  by  ordinary  standards  justify 


on 


10  7  C.  A.  B.  481,  502  (1946). 

11  7  C.  A.  B.  863,  879  (1947). 

12  7  C.  A.  B.  639,  672  (1946). 
»8C.  A.  B.  360  (1947). 
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air  service,  but  they  had  service  already  available  at  com¬ 
paratively  nearby  major  airline  points.  Information  was 
not  available  to  indicate  what  effect  this  latter  factor 
would  have  upon  the  traffic  potential.  The  Board  felt 
that  an  experimental  service  to  these  cities  by  TWA, 
which  already  served  most  of  the  nearby  major  airline 
points,  was  in  the  public  interest.  This  authorization  of 
service  for  a  temporary  period  at  relatively  large  and  im¬ 
portant  intermediate  cities  between  major  points  already 
served  is  an  entirely  different  thing  from  authorization 
of  operations  by  a  trunkline  over  an  entire  route  system 
that  is  designed  primarily  for  short-haul  service  and  that 
is  not  limited  to  service  at  the  type  of  communities  au¬ 
thorized  for  TWA  in  the  Great  Lakes  Case.  The  decision 
does  not,  therefore,  indicate  any  departure  from  the 
Board’s  policy  of  restricting  operation  of  feeder  routes 
to  carriers  specializing  in  such  operations.14  That 
5757  there  was  no  such  departure  is  borne  out  by  the 
fact  that  in  the  Turner  Airlines,  Inc.,  Transfer  of 
Certificate  case,  Docket  No.  3824,  decided  August  9,  1949, 
the  Board  reaffirmed  its  finding  that  the  feeder  experi¬ 
ment  requires  that  it  shall  be  under  the  control  and  direc¬ 
tion  of  persons  who  can  devote  their  time  and  effort  to 
that  experiment  unfettered  by  other  carrier  operations. 
This  time,  the  problem  presented  was  whether  there 


14  To  the  extent  that  this  might  be  considered  an  experiment  by 
a  trunkline  in  feeder  service,  there  is  considerable  indication  that 
TWA  is  not  very  satisfied  with  the  success  of  the  experiment  to  be 
found  from  the  facts  that  (1)  it  has  filed  applications,  Dockets 
Nos.  4374  and  4375,  indicating  that  it  will  not  request  any  renewal 
of  its  authority  with  respect  to  four  of  the  eight  new  points  (Rich¬ 
mond,  Findlay,  Lima,  Springfield),  will  ask  for  renewal  for  only  one 
year  at  three  points  (Mansfield,  Marion,  Ft.  Wayne)  and  will  ask 
for  a  three-year  renewal  at  only  one  city  (Zanesville) ;  (2)  evidence 
introduced  by  the  cities  showed  that  TWA  had  indicated  to  them 
that  it  was  not  interested  in  conducting  operations  over  the  Parks 
routes;  and  (3)  TWA  takes  a  position  herein  that  an  independent 
feeder  carrier  should  operate  the  Parks  routes  rather  than  a  trunk¬ 
line  carrier. 
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should  be  common  control  of  a  feeder  airline  by  a  lfcrge 
irregular  air  carrier.  The  Board  concluded  that  the  po¬ 
tential  conflicts  between  the  two  types  of  operation  in¬ 
volved  dangers  of  action  detrimental  to  the  feeder  opera¬ 
tion.  It  declined  to  countenance  such  common  control  and 
ordered  that  the  common  control  of  Turner  and  a  l^rge 
irregular  be  eliminated. 

At  numerous  times  during  the  proceeding  various  par¬ 
ties  have  argued  or  implied  that  the  Board’s  policy  of 
separating  trunkline  from  feederline  management  was  not 
sound  because  there  is  no  difference  between  the  tyo  types 
of  service.  This  argument  is  not  valid.  While  no  at¬ 
tempt  will  be  made  here  to  define  precisely  the  two  types 
of  airlines,  it  is  obvious  from  the  Board’s  many  opinions 
that  feeder  services  generally  are  designed  primarily  to 
bring  air  service  to  smaller  cities  than  those  served  by 
the  trunklines.  The  operation  over  feeder  routes  should  be 
geared  to  render  their  primary  service  to  traffic  thht  is 
moving  for  relatively  short  distances  and  to  serving  ^hort 
haul  parts  of  longer  trips.  Differing  circumstances  may, 
of  course,  affect  individual  situations,  and  as  a  result 
when  looking  at  characteristics  that  can  be  measured  in 
numerical  terms  there  is  a  considerable  range  for  the 
figures  covering  the  various  trunklines  and  feeder  ines 
and  there  may  be  some  overlapping  of  the  two  ranges. 
However,  there  is  clearly  a  difference  between  the  two 
types  of  operations.  To  illustrate  this  difference 
5758  there  is  attached  as  Appendix  No.  2  a  table  show¬ 
ing  lengths  of  average  scheduled  hop15  and  the  aver¬ 
age  passenger  journey  for  the  respective  feederlines  and 
trunklines.  Looking  at  the  trunklines,  scheduled  hop 
ranged  from  88  miles  for  Northeast  to  268  miles  for 
United,  while  the  range  among  the  feederlines  was  :?rom 
39  miles  for  Central  to  89  miles  for  Pioneer.  The  aver¬ 
age  passenger  journey  for  individual  trunkline  carriers 

15  Average  distance  between  stops  for  all  the  carriers  flights . 
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ranged  from  192  miles  for  Northeast  to  677  miles  for 
TWA  and  their  overall  average  was  461  miles.  At  the 
same  time,  the  individual  feederlines  had  average  pas¬ 
senger  journeys  ranging  from  132  miles  for  West  Coast 
to  275  for  Pioneer,  while  the  average  for  all  was  193 
miles.  All  of  the  trunkline  applicants  in  the  present  pro¬ 
ceeding  had  higher  average  hops  and  average  passenger 
journeys  than  any  feeder  lines.  These  data  indicate  that 
trunkline  and  feeder  carriers  have  different  zones  of  ac¬ 
tivity. 

A  number  of  the  parties,  principally  cities  on  the  routes 
here  involved,  present  an  argument  to  the  effect  that  the 
reason  they  do  not  now  have  service  is  because  the  Board 
made  a  mistake  in  the  first  place  when  it  assigned  the  job 
of  performing  the  feeder  experiment  to  independent  oper¬ 
ators,  that  these  independents  could  not  secure  the  neces¬ 
sary  financing,  that  if  the  Board  had  selected  existing 
trunkline  carriers  for  the  feeder  routes  such  carriers 
would  have  been  able  to  obtain  funds  and  inaugurate  serv¬ 
ice,  and  that  the  Board  should  now  award  the  routes  to 
existing  trunkline  carriers. 

This  argument  is  essentially  fallacious  in  that  it  as¬ 
sumes  that  the  difficulties  that  have  occurred  in  obtaining 
inauguration  of  local  feeder  service  by  independent  car¬ 
riers  would  have  been  obviated  if  the  Board  had 
5759  authorized  previously  existing  carriers  having  per¬ 
manent  certificates  to  establish  the  service.  Such  a 
conclusion  does  not  necessarily  follow.  It  is  well  known 
that  many  trunkline  carriers  experienced  extremely  se¬ 
rious  financial  crises  in  effecting  the  expansions  that  they 
did  undergo.  It  is  a  reasonable  conclusion  that  they 
would  have  been  in  much  more  difficult  straits  had  the 
Board  also  assigned  them  the  task  of  establishing  local 
service  and  feeder  operations  throughout  the  nation. 
Such  an  assignment  might  well  have  resulted  in  a  com¬ 
plete  breakdown  of  the  financial  structure  of  some  trunk¬ 
lines  and  their  inability  to  proceed  with  the  assignment. 
Tt  is  not  at  all  unlikely  that  a  situation  might  have  arisen 
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in  which  there  would  not  only  have  been  an  inability  to 
conduct  the  feeder  operations  but  also  in  which  some  cur¬ 
riers  would  have  become  unable  to  provide  service  over 
their  trunkline  routes.  Thus,  there  is  an  unpleasant  al¬ 
ternative  to  the  rosy  picture  painted  by  some  as  their 
vision  of  the  situation  that  would  have  resulted  if  the 
trunklines  had  been  chosen  to  operate  the  feeder  lilies. 
It  could  well  have  resulted  in  a  much  more  serious  condi¬ 
tion  than  that  which  actually  resulted.  The  public  could 
have  received  much  less  air  service  than  it  did. 

The  persons  taking  this  position  may  have  in  mind  a 
thought,  perhaps  unrealized,  that  the  Government  support 
of  air  service  by  means  of  mail  pay  would  be  extended  to 
provision  of  original  capital  investment  through  that 
source.  This,  of  course,  is  not  an  appropriate  use  of 
mail  compensation  under  the  terms  of  the  statute  under 
which  the  Board  administers  the  payment  of  such  com¬ 
pensation.  The  general  charges  leveled  at  the  Board  by 
a  number  of  the  parties  in  which  they  blame  the  Board 
for  their  lack  of  air  service  should  be  viewed  in  the  light 
of  these  considerations.  Too,  it  must  be  observed  that 
some  of  the  parties  taking  strong  positions  in  this 
5760  respect  are  cities  that  even  at  the  time  of  the 
hearing  had  not  yet  completed  the  improvement  of 
their  airports  to  an  extent  to  be  suitable  for  the  24-hour 
scheduled  operations  with  DC-3  or  larger  aircraft  that 
they  insist  is  required  for  adequate  service  over  the 
routes  on  which  they  are  authorized  for  service.  Thus, 
even  looking  at  the  matter  with  the  advantage  of  hind¬ 
sight,  there  is  no  clear  indication  that  the  Board  would 
have  obtained  an  earlier  inauguration  of  service  over  the 
feeder  routes  if  it  had  authorized  previously  existing 
trunklines  to  establish  that  service. 

Contentions  have  been  presented  herein  that  there 
should  be  no  further  experimenting  and  that  the  Board 
should  effect  a  permanent  authorization  of  service  over 
the  Parks  routes  by  an  established  carrier  already  haying 
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a  permanent  certificate.  It  must  be  remembered,  however, 
that  the  Parks  routes  are  part  of  an  experiment  to  de¬ 
termine  the  feasibility  of  local  feeder  service  and  the  ex¬ 
tent  to  which  it  is  justified.  The  Board  has  not  found 
that  permanent  authorization  of  these  routes  is  required 
by  the  public  convenience  and  necessity.  It  has  only 
found  that  their  temporary  authorization  is  justified.  The 
issue  of  the  need  for  these  routes  was  specifically  excluded 
from  the  present  phase  of  this  proceeding.  It  is  accord¬ 
ingly,  beyond  the  issues  of  this  proceeding  to  consider 
whether  more  or  less  than  a  temporary  authorization  is 
in  the  public  interest.  The  Board  can  not  at  this  time 
consider  whether  or  not  there  is  a  need  or  lack  of  need 
for  permanent  authorization.  Rather,  after  a  period  of 
operations  the  Board  will  be  able  to  look  at  the  results 
and  determine  what  further  authorizations  should  be 
made.  Thus,  an  argument  that  there  should  be  no  experi¬ 
mentation  is  without  merit  with  the  issues  limited  as  they 
are  in  this  case. 

5761  In  considering  the  question  of  service  by  a  trunk¬ 
line  or  an  independent  the  effect  of  the  experiment 
upon  the  particular  trunkline  proposing  the  service  is  also 
significant.  In  addition  to  considerations  heretofore  dis¬ 
cussed  that  are  generally  applicable,  certain  factors  re¬ 
garding  particular  applicants  herein  should  be  mentioned. 
Chicago  and  Southern  and  Mid-Continent  have  proposed 
to  inaugurate  service  over  all  three  Parks  routes — addi¬ 
tions  that  would  double  the  mileage  of  their  domestic 
systems.  Both  simply  propose  to  stretch  their  existing 
capital  structure  and  to  handle  this  vast  expansion  by 
utilizing  existing  working  capital  and  possibly  obtaining 
loans  on  equipment.  Neither  showed  that  it  has  any 
definitive  plans  for  obtaining  capital  that  it  does  not  now 
have  or  any  commitments  from  any  lending  or  financing 
source.  These  proposals,  in  view  of  the  previous  difficul¬ 
ties  of  air  carriers  in  obtaining  funds,  may  in  and  of 
themselves  constitute  adverse  considerations  in  appraising 
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the  extent  to  which  these  applicants  are  fit,  willing,  and 
able  within  the  meaning  of  the  statute. 

The  balance  sheet  of  Chicago  and  Southern  as  of  De¬ 
cember  31,  1949,  shows  that  it  had  total  current  assets, 
prepayments,  and  other  deferred  charges  of  $4,596,585, 
and  total  current  liabilities,  deferred  credits  and  operating 
reserves  of  $1,797,235,  making  its  net  working  capital 
$2,801,350.  On  the  basis  of  its  experience  during  the  year 
ended  September  30,  1949,  its  cash  operating  expenses 
(total  operating  expense  less  depreciation)  would  be 
$908,855  for  one  month,  $1,817,709  for  two  months,  and 
$2,726,563  for  three  months.  Looking  at  the  balance  sheet 
of  Mid-Continent  for  December  31,  1949,  it  is  found  that 
this  carrier  had  total  current  assets,  prepayments,,  and 
other  deferred  charges  of  $2,556,879,  and  total  current 
liabilities,  deferred  credits,  and  operating  reserves  of  $1,- 
163,840,  making  its  net  working  capital  $1,393,039. 
5762  On  the  basis  of  Mid-Continent’s  expenses  for  the 
year  ended  September  30,  1949,  its  cash  operating 
expenses  would  amount  to  $526,279  for  one  month,  $1,- 
052,558  for  two  months  and  $1,578,837  for  three  months. 
It  is  hereinafter  concluded  that  establishment  of  service 
over  the  Great  Lakes,  North  Central  and  Mississippi  Val¬ 
ley  routes  would  require  a  total  capital  investment  of 
from  $1,900,000  to  $2,250,000.  These  two  carriers  have 
good  current  positions.  However,  these  positions  could 
well  be  impaired  to  the  point  of  danger  if  they  attempted 
the  program  they  here  propose.16  There  is  a  further  rea- 

16  Similar  examinations  of  the  other  two  trunkline  applicants 
herein  show  that  they  could  inaugurate  the  proposed  service  without 
endangering  their  financial  stability.  Braniff  had  net  working  capi¬ 
tal  of  $2,972,006  on  December  31,  1949,  its  cash  operating  ex  penses 
would  total  $2,449,158  for  two  months  and  $3,673,737  for  three 
months.  Continental  had  net  working  capital  of  $855,582,  itls  cash 
operating  expenses  would  be  $803,199  for  two  months  and  $1,204,799 
for  three  months.  The  capital  requirement  for  inaugurating  service 
over  the  Mississippi  Valley  route  that  each  seeks  would  be  from 
$700,000  to  $800,000. 
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son  for  caution  in  this  connection.  Mid-Continent  recog¬ 
nizes  that  operations  over  its  existing  system  will  require 
conversion  in  the  near  future  to  a  different  type  of  equip¬ 
ment  than  DC-3.  Such  an  equipment  change-over  will 
undoubtedly  involve  a  capital  investment  of  several  mil¬ 
lion  dollars  for  new  aircraft.  The  record  also  shows  that 
Chicago  and  Southern  plans  to  purchase  five  Constellation 
aircraft  that  will  cost  a  total  of  between  five  and  six  mil¬ 
lion  dollars.  It  would  not  be  in  the  public  interest  for  the 
Board  to  countenance  a  course  of  action  by  Mid-Continent 
or  Chicago  and  Southern  in  connection  with  a  feeder 
operation  that  can  be  expected  to  place  either  of  them  in 
a  position  endangering  its  ability  to  effectuate  an  appro¬ 
priate  equipment  program  for  its  present  routes.  If 
either  one  inaugurated  service  in  the  near  future  over  the 
North  Central,  Great  Lakes  and  Mississippi  Valley  routes 
there  is  ground  for  strong  apprehension  in  this  respect. 
Thus  cities  now  on  the  routes  of  Mid-Continent  and  Chi¬ 
cago  and  Southern  would  face  a  definite  risk  that  they 
might  be  prejudiced  rather  than  helped  in  that  operations 
over  the  routes  on  which  they  now  receive  service  might 
not  be  improved  in  keeping  with  developments  of  air 
transport  equipment. 

5763  If  Chicago  and  Southern  or  Mid-Continent  were 
given  the  authority  it  seeks  and  were  to  exercise 
that  authority,  it  would  risk  the  success  of  its  present 
ventures  in  the  permanent  air  transport  system  on  the 
outcome  of  an  experimental  service.  It  is  an  entirely 
different  thing  for  a  person  not  now  engaged  in  certifi¬ 
cated  air  transportation  under  a  permanent  certificate  to 
come  to  the  Board  and  indicate  a  willingness  to  risk  per¬ 
sonal  fortunes  on  the  outcome  of  a  feeder  experiment 
than  it  is  for  an  existing  air  carrier  that  is  already  as¬ 
signed  an  important  mission  in  air  transportation  to  risk 
the  success  of  its  present  operations  on  such  outcome.  If 
trunklines  are  to  engage  in  experimental  feeder  service, 
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the  extent  of  their  undertakings  should  be  limited  to  sJich 
a  degree  that  successful  conduct  of  their  present  opera¬ 
tions  would  not  be  seriously  endangered. 

Main  argument  for  operation  of  feeder  systems  by 
trunklines  would  seem  to  be  in  the  utilization  of  their 
physical  facilities,  such  as  stations,  etc.,  and  of  their  per¬ 
sonnel  and  experience.  As  indicated  the  Board  has  pre¬ 
viously  concluded  that  the  adverse  considerations  over¬ 
balance  this.  The  parties  herein  have  not  shown  that  the 
conclusion  was  in  error. 

It  can,  of  course,  be  argued  that  the  Board  should  au¬ 
thorize  a  trunkline  to  engage  in  air  transportation  over  a 
local  service  route  in  order  to  test  this  conclusion  by 
actual  experience.  However,  it  would  appear  that  such  an 
experiment  would  best  be  conducted  under  circumstances 
where  the  trunk  carrier  provided  trunkline  service  between 
major  points  between  which  the  local  feeder  routes  serv¬ 
ing  smaller  points  would  extend.  That  is  not  the  case 
here.  The  Mississippi  Valley  route  extends  between  five 
points  that  could  probably  be  called  large  stations  for 
this  purpose,  i.e.,  St.  Louis,  Davenport/Moline,  Mempliis, 
Tulsa,  and  Kansas  City.  None  of  the  applicants 
5764  for  that  route  now  serves  all  of  these.  Continental 
serves  two  (Tulsa  and  Kansas  City),  Chicago  ^nd 
Southern  serves  three  (Kansas  City,  Memphis,  and  St. 
Louis),  Mid-Continent  serves  three  (Kansas  City,  Tulsa, 
and  St.  Louis),  Braniff  serves  four  (Memphis,  Tulsa, 
Kansas  City,  and  Moline/Davenport)  but  its  present 
routes  do  not  extend  into  St.  Louis,  by  far  the  largest 
city  of  the  group.  The  North  Central  route  likewise  nins 
between  five  points  that  might  be  characterized  as  large 
stations  (Chicago,  Minneapolis/St.  Paul,  Des  Moines,  Mo¬ 
line/Davenport,  and  Milwaukee).  Among  the  trun 
applicants  for  this  system,  Chicago  and  Southern 
serves  only  one  of  these  points  (Chicago),  and  while 
Continent  serves  two  (Minneapolis/St.  Paul  and  Des 
Moines),  the  fact  that  Chicago  would  be  a  new  point  for  it 
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and  would  not  be  on  its  trunk  system  is  a  strong  item 
against  Mid-Continent  in  this  respect  because  Chicago  is 
the  largest  city  on  the  Parks  system  and  by  far  the  great¬ 
est  traffic  generator.  In  the  Great  Lakes  area  system 
there  are  four  large  stations  (Peoria,  St.  Louis,  Indianap¬ 
olis,  and  Chicago).  Looking  at  the  trunkline  applicants 
for  this  system,  it  is  found  that  Chicago  and  Southern 
serves  all  but  that  it  does  not  operate  between  Chicago 
and  Indianapolis  or  between  Indianapolis  and  St.  Louis, 
and  that  Mid-Continent  serves  only  one  (St.  Louis).  From 
the  standpoint  of  route  integration,  operation  by  Chicago 
and  Southern  of  the  Great  Lakes  route  would  probably 
rank  the  highest  But  it  is  clear  that  the  Board  is  not 
presented  with  a  very  good  opportunity  in  this  proceeding 
to  authorize  a  regional  trunkline  carrier  to  conduct  a 
feeder  experiment  in  order  to  test  its  former  adverse 
conclusions  with  respect  to  such  operations. 

In  the  light  of  the  foregoing  considerations  it  is  con¬ 
cluded  that  the  public  interest  will  be  better  served  if  the 
carrier  or  carriers  selected  by  the  Board  for  operations 
over  the  Parks  routes  are  persons  who  concentrate  their 
efforts  on  provision  of  feeder  service  rather  than  a  trunk¬ 
line  carrier  whose  interests  will  be  divided. 

5765  Single  engine-service.  Applicants  herein  present 
plans  for  provision  of  service  with  4  or  5  place 
single-engine  aircraft  that  would  accommodate  3  or  4 
passengers.17  The  certificates  that  the  Board  issues  do 


17  Prior  to  June  1949  single-engine  aircraft  were  not  being  used 
in  scheduled  interstate  passenger  operations.  On  June  8,  1949,  the 
Board  announced  (C.  A.  B.  Press  Release  49-41)  that  the  public 
interest  might  be  served  if  local  feeder  air  carrier  operations  were 
conducted  with  modern  single-engine  aircraft  or  small  nontransport 
type  multi-engine  aircraft.  The  announcement  indicated  that  such 
operations  would  be  approved  only  under  Visual  Flight  Rules  con¬ 
ditions  and  for  a  particular  area  favorable  to  such  operations. 
Thereafter,  four  carriers — Central,  Mid-West,  Wiggins  and  Turner 
(on  segments  where  airports  are  unsuitable  for  large  aircraft) — 
established  operations  with  these  small  aircraft.  The  Board  made 
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not  limit  the  holder  to  the  use  of  any  particular  type  of 
equipment.  However,  the  Board  may  look  at  all  phases 
of  an  applicant’s  proposal  for  the  purpose  of  determining 
whether  its  plans  look  toward  providing  a  service  (^on- 
sonant  with  the  public  interest  and  whether  it  is  fit,  fil¬ 
ing  and  able  within  the  meaning  of  the  statute. 

The  applicants  that  propose  single-engine  service  argue 
that  airport  facilities  would  permit  such  operations  at 
practically  all  the  points  on  the  three  routes,  but  that 
many  of  the  airports  could  not  be  used  for  DC-3  aircraft 
operations.  Accordingly,  they  feel  that  this  will  permit  a 
single-engine  operator  to  provide  service  at  a  great  many 
more  points  than  could  a  carrier  using  DC-3  aircraft. 

The  single-engine  operations  proposed  herein  would 
5766  be  adaptable  only  to  day  contact  conditions.  Ac¬ 
cordingly,  it  is  desirable  to  consider  which  airports 
could  be  used  under  these  conditions  by  small  aircraft 
and  which  could  be  used  by  larger  equipment. 

There  is  a  considerable  amount  of  evidence  of  the  char¬ 
acteristics  of  the  various  airports.  Different  parties  had 
different  opinions  as  to  whether  or  not  the  individual 
airports  would  be  suitable  for  use  with  particular  equip¬ 
ment.  However,  public  counsel  presented  witnesses  from 
the  Civil  Aeronautics  Administration  whose  evidence  ap¬ 
pears  to  be  the  most  usable  in  this  connection.  These 
witnesses  testified  that  Part  61  of  the  Civil  Air  Reg  Na¬ 
tions,  covering  scheduled  domestic  air  carrier  operations 
with  DC-3  equipment,  was  general  in  nature,  but  that  it 


a  further  policy  statement  on  this  subject  on  January  20, 
(Press  Release  C.  A.  B.  50-3).  It  pointed  out  that  its  actioji 
June  had  been  taken  (1)  to  provide  service  to  certain  certified 
communities  that  would  otherwise  not  be  possible  because  of 
airport  facilities  and  (2)  to  test  and  provide  an  experiment  for 
of  small  equipment  in  local  feeder  services.  The  Board  indica 
that  the  four  operations  now  authorized  would  be  sufficient  for[ 
purposes  of  the  experiment  and  that  no  more  carriers  should 
plans  for  use  of  small  aircraft  in  scheduled  service  without  p|: 
consultation  with  the  Board. 
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was  expected  that  this  regulation  would  be  revised  in  the 
near  future  so  as  to  have  the  same  performance  require¬ 
ments  as  required  for  non-scheduled  aircraft  under  Part 
42.  This  latter  regulation  is  more  precise  and  definitive. 
One  of  public  counsel ’s  witnesses  analyzed  the  data  on 
runway  lengths  and  obstacles  for  the  different  airports  as 
shown  on  the  Airport  Facilities  Record  maintained  by  the 
Office  of  Airports  of  the  Civil  Aeronautics  Administra¬ 
tion.  Using  the  specific  criteria  established  under  Part 
42,  he  testified  as  to  which  airports  would  be  suitable 
from  the  standpoint  of  runway  lengths  and  obstacles  for 
DC-3  day  contact  operations.  His  conclusions  on  this  are 
set  forth  in  Appendix  No.  2.18  This  appendix  shows  that 
from  this  standpoint,  20  of  the  31  points  on  the 
5767  North  Central  route,  21  of  the  26  points  on  the 
Mississippi  Valley  route,  and  11  of  the  14  points 
on  the  Great  Lakes  route,  could  be  used  in  DC-3  opera¬ 
tions.  Thus  52  of  the  71  points  on  the  3  routes  could  be 
served  with  DC-3’s.  In  comparison,  it  appears  that  67 
could  be  served  with  single-engine  aircraft.  The  extent 
to  which  more  airports  could  be  served  by  single-engine 
aircraft  is  a  consideration  to  be  balanced  against  the  de¬ 
ficiencies  of  such  aircraft  when  considered  for  use  under 
the  particular  circumstances  revealed  by  this  proceeding. 

The  record  herein  shows  that  single-engine  aircraft 
would  cost  from  10  to  20  cents  a  seat  mile  and  possibly 


18  It  was  recognized,  of  course,  that  certain  characteristics  of 
some  of  the  airports,  such  as  the  surface  conditions  of  the  run¬ 
ways,  might  preclude  operations  under  certain  weather  conditions. 
It  was  brought  out  that  there  is  no  rule  against  use  of  sod  run¬ 
ways — that  if  in  proper  condition  they  can  be  approved  for  use  in 
scheduled  operations.  This  testimony  was  limited  to  runway  length 
and  obstacle  consideration  and  does  not  include  any  consideration 
as  such  facilities  as  radio  aids  or  airport  lighting,  but  only  concerns 
adequacy  for  day  contact  operations.  The  witness  also  indicated 
that  the  definitive  runway  length  requirements  of  Part  42  are  a 
good  indication  of  the  answer  that  would  be  reached  in  administer¬ 
ing  the  more  generally  worded  Part  61. 
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more  to  operate.  Passenger  mile  cost  could  easily  be  as 
high  as  50  cents.  It  is  obviously  a  high  cost  service. 

A  three  or  four  seat  airplane  poses  serious  questions 
as  to  serving  cities  of  substantial  population.  For  ex¬ 
ample,  if  there  were  two  passengers  on  such  a  plane,  a 
second  two  or  more  passenger  group  could  not  move.  A 
fluctuation  of  mail  volume  could  easily  reduce  the  avail¬ 
able  seats  from  three  to  two.  A  family  of  four  (a  by 
no  means  unusually  large  family)  could  not  be  accommo¬ 
dated  on  a  three  passenger  airplane. 

Several  opinion  polls  were  presented  by  cities  on  the 
Parks  routes  that  indicate  a  definite  aversion  of  the  per¬ 
sons  polled  to  establishment  of  service  at  their  cities  with 
single-engine  aircraft.  While  the  results  of  these  polls 
were  probably  influenced  substantially  by  an  element  of 
civic  pride  and  a  desire  for  the  best  service  possible  at 
the  individual  cities,  the  fact  cannot  be  ignored  that  sched¬ 
uled  service  has  in  the  past  been  provided  ordinarily  with 
multi-engine  aircraft  in  this  country.  The  public’s  reac¬ 
tion  to  service  with  single-engine  aircraft  is,  therefore,  a 
very  debatable  question. 

The  most  important  adverse  factor  in  considering  single 
engine  service  over  the  Parks  routes  lies  in  its 
5768  probable  inability  to  provide  the  service  needed,  It 
appears  significant  to  look  at  the  effect  of  using  the 
different  equipments  that  can  be  anticipated  at  the  cities 
that  are  receiving  the  most  new  or  improved  service, 
relatively  speaking,  from  the  proposed  routes.  Some 
measure  of  population  receiving  such  service  can  be  ob¬ 
tained  by  excluding  the  cities  that  are  large  and  that  al¬ 
ready  have  service  by  two  or  more  airlines.  On  this  basis, 
the  average  1940  population  of  cities  on  the  Mississippi 
Valley  route  (excluding  St.  Louis,  Davenport/Moline, 
Memphis,  Tulsa,  Kansas  City)  is  25,761,  the  average  for 
the  North  Central  route  (excluding  Chicago,  Minneapolis/ 
St.  Paul,  Des  Moines,  Moline/Davenport,  and  Milwaukee) 


is  34,785,  and  the  average  for  the  Great  Lakes  route 


(ex- 
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eluding  Peoria,  St.  Louis,  East  St.  Louis,  Indianapolis, 
and  Chicago)  is  43,931.  This  contrasts  with  the  average 
for  the  existing  system  of  Central  (excluding  Amarillo, 
Wichita,  Oklahoma  City,  Ft.  Worth,  Dallas,  and  Texar¬ 
kana)  of  15,320.  It  would  appear  that  experiments  with 
small  single-engine  aircraft  are  much  more  suitable  to 
less  populous  routes  such  as  Central ’s  than  to  routes  such 
as  are  involved  in  the  present  proceeding.  The  Parks 
routes  contain  a  number  of  fairly  large  cities  that  will 
depend  upon  these  routes  for  all  their  scheduled  air  serv¬ 
ice.  For  example,  Rockford,  Ill.,  which  is  in  that  situa¬ 
tion,  had  a  1940  population  of  84,639,  and  the  airline  stop 
there  will  provide  over  a  hundred  thousand  people  with 
service.  The  record  shows  that  the  traffic  potential  of  a 
number  of  segments  is  too  heavy  for  economic  use  of 
small  aircraft.  After  weighing  the  foregoing  considera¬ 
tions,  it  is  concluded  that  it  would  be  inconsistent  with 
the  public  interest  to  authorize  transportation  over  the 
Parks  routes  by  a  carrier  whose  ability  to  establish  serv¬ 
ice  is  limited  to  operations  with  single  engine  aircraft. 

Selection  of  carrier .  In  reaching  its  decision  on  the 
selection  of  the  carrier  or  carriers  that  should  operate 
over  these  routes,  the  Board  must  consider  the  fitness, 
willingness,  and  ability  of  the  respective  applicants 
5769  and  must  take  into  account  the  considerations  of 
comparative  public  interest  that  are  brought  to 

light. 

The  three  routes  involved  in  this  proceeding  were  found 
required  by  the  public  convenience  and  necessity  in  De¬ 
cember  1946  (North  Central  route),  September  1947 
(Great  Lakes  route),  and  December  1947  (Mississippi  Val¬ 
ley  route).  Service  over  the  routes  has  not  been  estab¬ 
lished.  This  delay  in  and  of  itself  renders  it  important 
that  the  decision  herein  be  made  with  a  view  to  prompt 
inauguration  of  service. 

The  cities  urge  the  speediest  possible  inauguration  of 
service.  With  certain  exceptions,  the  cities  whose  repre- 
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sentatives  appeared  were  relatively  large  points  that  now 
have  either  no  air  service  at  all  or  that  have  important 
outstanding  needs  that  would  be  fulfilled  by  the  Parks 
routes.  A  significant  problem  arises  in  connection  ^ith 
several  of  these  cities.  If  it  were  not  for  the  feeder  ex¬ 
periment,  the  Board  would  probably  be  justified  in  au¬ 
thorizing  changes  in  the  trunkline  route  pattern  that 
would  meet  a  considerable  measure  of  their  needs.  As 
pointed  out  herein,  the  Parks  routes  are  a  part  of  the 
feeder  experiment  and  must  be  considered  as  such.  TJbese 
cities  are  undoubtedly  essential  points  for  the  Pirks 
routes  if  those  routes  are  to  succeed.  But  the  Board’s 
action  herein  should  be  taken  in  realization  of  the  fact 
that  the  feeder  experiment  has  probably  delayed  inaugu¬ 
ration  of  air  service  at  a  number  of  the  more  important 
cities  here  involved,  for  whom  trunkline  service  would 
otherwise  be  justified.  In  some  instances,  airport  fs(cili- 
ties  involving  substantial  investments  have  been  made 
ready  for  the  service  but  have  gone  unused  in  this  re¬ 
spect.  These  and  the  other  matters  herein  set  forth  make 
speedy  inauguration  of  service  assume  much  more  impor¬ 
tance  in  this  proceeding  than  it  would  ordinarily.  This 
short  term  need  must  be  considered  along  with  the  long 
term  requirements  of  the  public  interest. 

5770  For  reasons  previously  set  forth,  a  carrier  whose 
ability  to  provide  service  is  limited  to  single  engine 
operations  would  not  be  fit,  willing,  and  able  to  establish 
air  transportation  within  the  meaning  of  the  Statute. 
Central  and  Parks  (as  an  independent  operator)  are  in 
this  category  and  they  should  not  be  considered  as  suit¬ 
able  operators  over  the  three  routes  they  propose. 

Varying  estimates  for  DC-3  (and  Electra)  operations 
were  submitted  by  the  applicants.  Anticipated  expenses 
range  from  70  cents  a  mile  for  Turner  to  93  cents  for 
Continental  Southern.  By  extended  cross  examination, 
rebuttal  evidence,  and  argument  on  brief  the 
parties  and  public  counsel  have  brought  out  in 


opposing 
tances  of 
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underestimation  or  omission  in  the  expense  estimates  and 
overestimation  in  the  revenue  estimates.  These  have  been 
considered,  but  it  does  not  appear  necessary  to  present  a 
detailed  analysis  here  of  the  estimates  and  their  respec¬ 
tive  points  of  strength  or  shortcomings.  A  number  of 
the  estimates  appear  to  be  highly  optimistic.  None,  how¬ 
ever,  indicate  error  in  that  respect  to  the  extent  that  the 
particular  applicant’s  showing  of  fitness  and  ability  is 
prejudiced  significantly.  The  operations  herein  appear 
sufficiently  similar  to  the  average  existing  feeder  system 
that  the  Board  would  best  be  guided  by  the  experience  of 
the  present  feederlines.  The  average  expense  has  been  in 
the  neighborhood  of  90  cents  an  airplane  mile  during  the 
early  periods  of  DC-3  operations.  Some  savings  are  ap¬ 
parent  if  a  presently  authorized  operator  were  to  conduct 
the  operations,  in  that  overhead  can  be  spread  more  thin, 
etc.  However,  this  is  a  very  elusive  thing  to  follow 
through  because  it  is  difficult  to  determine  later  whether 
specific  changes  in  organization,  size  of  the  administra¬ 
tive  payroll,  etc.,  would  or  would  not  have  been  made  if 
any  particular  added  increment  of  operations  had  not 
been  in  existence.  Public  counsel  argues  that  there  is 
doubt  as  to  such  savings  where  substantial  segments  are 
added  and  points  out  that  an  increase  between  1946 
5771  and  194S  of  57  percent  in  Mid-Continent’s  revenue 
miles  flown  and  32  per  cent  in  its  number  of  stations 
was  accompanied  by  an  increase  in  ground  and  indirect 
expense  of  56  percent.  However,  the  fact  cannot  be 
ignored  that  there  was  a  substantial  increase  in  the  price 
level  during  this  period.  The  most  significant  savings 
by  better  spreading  of  indirect  costs  and  more  utilization 
of  facilities  involved  in  adding  to  an  existing  system  are 
those  that  can  be  anticipated  in  the  case  of  existing  car¬ 
riers  that  have  particularly  small  systems.  This  con¬ 
sideration  would  apply  most  strongly  to  Turner,  whose 
present  655  mile  route  is  one  of  the  smallest  of  the  cer¬ 
tificated  routes.  There  is  a  danger  in  a  too  large  feeder 
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system  even  if  the  carrier  were  limited  to  feeder  opera¬ 
tions  and  did  not  provide  trunkline  service,  in  that  the 
management  would  have  a  lessened  opportunity  to  con¬ 
centrate  its  attention  on  the  needs  of  particular  localities. 

Similar  conclusions  apply  to  the  capital  investment  that 
would  be  required  to  inaugurate  operations.  As  indicated, 
it  is  essential  that  there  be  speedy  inauguration  of  serv¬ 
ice  over  the  Parks  routes.  The  Board’s  past  experience 
has  shown  that  highly  optimistic  estimates  have  usually 
proved  illusionary  when  the  operations  were  established. 
It  would  be  much  safer  from  the  standpoint  of  probable 
success  in  attaining  a  speedy  inauguration  of  service  if 
the  Board  would  assume  that  capital  requirements  with 
respect  to  the  proposed  operations  will  be  along  lines 
similar  to  those  experienced  in  the  past  by  the  feeder 
lines  using  DC-3  aircraft.  Under  this  assumption,  the 
minimum  capital  investment  requirement  (based  on  the 
experience  of  Pioneer  of  $482  per  route  mile  and  Monarch 
of  $543  per  route  mile  19 )  will  be  between  $700,000 
5772  and  $800,000  for  the  Mississippi  Valley  route,  be¬ 
tween  $850,000  and  $950,000  for  the  North  Central 
route,  and  between  $450,000  and  $500,000  for  the  Great 
Lakes  route. 

The  Board  should  be  especially  cautious  in  the  presen  ; 
proceeding  in  considering  whether  particular  applicants; 
are  fit,  willing  and  able.  However,  it  would  be  inappro¬ 
priate  to  carry  such  caution  to  the  point  of  being  unreal¬ 
istic.  Seldom  would  an  applicant  for  a  substantial  route 
authority  show  that  it  had  all  the  funds  on  hand  so  that: 
it  could  purchase  all  equipment  outright  and  would  have 
no  need  to  borrow  or  otherwise  secure  further  needed 


19  Public  counsel  showed  that  these  two  carriers  had  the  lowest 
levels  of  investments  per  route  mile  (total  assets  less  current  liabilij- 
ties)  among  the  feeder  airlines  as  of  December  1948.  The  abovj; 
figures  are  computed  on  the  basis  of  the  mileages  of  the  Mississippi 
Valley  route  (1,446),  the  North  Central  route  (1,744),  and  th4 
Great  Lakes  route  (917). 
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funds  in  operating  a  route.  None  of  the  applicants  in 
the  present  case  have  done  so  with  the  possible  exception 
of  Braniff  and  Continental.  Money  in  such  quantities 
is  not  ordinarily  left  lying  around  unused.  Rather,  an 
applicant  should  make  a  reasonable  showing  that  when 
it  receives  a  certificate  it  will  be  able  to  complete  its 
preparations  and  to  inaugurate  service  within  a  reason¬ 
able  time.  But  plans  that  would  be  satisfactory  under 
some  circumstances  would  not  be  under  others.  For  ex¬ 
ample,  it  might  be  appropriate  to  predicate  plans  on  a 
public  offering  of  capital  stock  at  certain  times  when  such 
securities  are  readily  saleable,  whereas  at  less  propitious 
times  for  such  offerings,  plans  of  this  nature  would  not 
constitute  a  satisfactory  showing. 

For  the  reasons  previously  set  forth  the  public  interest 
will  be  better  served  if  a  carrier  specializing  in  local 
feeder  service  rather  than  an  existing  trunkline  carrier 
is  selected  to  conduct  operations  over  the  North  Central, 
Great  Lakes,  and  Mississippi  Valley  routes.  Applicants 
that  would  be  local  service  specialists,  rather  than  com¬ 
bination  trunkline  and  feeder  operators,  are  Ozark,  Con¬ 
tinental  Southern,  Turner,  and  Wisconsin  Central.  Each 
of  these  applicants  has  presented  evidence  indicating  com¬ 
petence  to  assemble  the  personnel  and  equipment  and  com¬ 
plete  the  establishment  of  an  appropriate  organi- 
5773  zation  and  to  conduct  operations  over  the  routes 
it  requests  20  if  it  can  secure  the  requisite  financing. 


2°  Danville  argues  a  contention  that  specimen  schedules  shown  in 
certain  applicant’s  plans  do  not  appear  to  indicate  a  satisfactory 
scheduling  of  service  for  that  city.  A  number  of  the  applicants 
recognized  deficiencies  in  their  sample  schedules  and  pointed  out 
that  in  actual  practice  it  would  be  necessary  to  experiment  with  vari¬ 
ous  arrangements  of  schedules  in  order  to  reach  a  pattern  of  service 
best  suited  to  the  public  need.  It  would  appear  unnecessary  and 
impracticable  for  the  Board  to  attempt,  at  this  time,  to  determine 
precisely  the  extent  to  which  the  various  sample  schedules  would 
meet  the  specific  needs  of  each  of  the  dozens  of  cities  on  the  Parks 
system.  Rather,  the  schedules  should  be  treated  merely  as  samples, 
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The  resources  of  Wisconsin  Central  are  fully  occupied 
in  its  present  operations.  Its  balance  sheet  of  December 
31,  1949,  showed  that  it  had  total  assets  of  $900,060  and 
total  liabilities  of  $269,270.  Some  $200,000  of  its  assets 
consisted  of  capitalized  extension  and  development  charges. 
Its  net  working  capital  was  relatively  insignificant  ($12,- 
077).  This  carrier  has  operated  on  a  day  to  day  basis 
and  its  credit  has  been  extended  to  the  limit.  Wisconsin 
Central  would  not  be  able  to  finance  operations  over  the 
North  Central  route  that  it  seeks  herein  except  with 
funds  raised  through  the  public  offering  of  capital  stock. 
There  is  grave  doubt  that  Wisconsin  Central  could  finance 
the  North  Central  route  that  it  requests  and  its  attempt 
to  do  so  might  prejudice  its  ability  to  provide  service 
over  the  route  for  which  it  has  already  received  authori¬ 
zation.21  It  is  concluded  that  it  would  not  be  in  the 
public  interest  to  grant  this  carrier’s  application. 
5774  Continental  Southern  is  probably  fit,  willing,  and 
able  to  conduct  operations  over  one  of  the  route 
svstems,  but  it  has  alreadv  been  selected  bv  the  examiner 
in  the  Mississippi  Valley  Case  as  the  applicant  whose 
service  over  a  1,500  mile  route  system  south  of  Memphis 
is  required  by  the  public  interest.  Its  experience  in  the 
bus  and  airline  business  has  been  centered  more  in  that 

with  the  understanding  that  actual  operations  will  be  adjusted  to 
meet  the  particular  needs  shown  by  experience  to  exist.  The  cities 
are,  of  course,  entitled  to  adequate  service  and  if  it  is  not  furnished, 
action  to  compel  its  provision  can  be  taken  under  section  404(a) 
of  the  Act,  which  provides,  in  part,  that,  “It  shall  be  the  duty  of 
every  air  carrier  to  provide  and  furnish  interstate  and  overseas 
air  transportation,  as  authorized  by  its  certificate,  upon  reasonable 
request  therefore  and  to  provide  reasonable  through  service  in  such 
air  transportation  in  connection  with  other  air  carriers ;  to  provide 
safe  and  adequate  service,  equipment,  and  facilities  in  connection 
with  such  transportation.” 

21  Some  question  might  also  be  raised  as  to  whether  the  Electra 
aircraft  that  this  applicant  would  use  would  enable  adequate  service 
for  the  dense  Sioux  City-Chicago  segment. 
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area  than  in  the  area  traversed  by  the  Parks  routes  and 
it  seems  better  fitted  to  operate  in  the  southern  area. 
That  will  probably  be  a  sufficiently  large  task  to  absorb 
the  efforts  of  this  applicant.  Award  to  it  of  the  Mis¬ 
sissippi  Valley  or  Great  Lakes  routes  herein  would  make 
its  route  system  larger  than  most  of  the  other  feeder 
systems  and  might  prejudice  prompt  provision  of  service, 
because  it  is  obviously  a  much  more  difficult  project  to 
activate  a  large  system  than  a  relatively  small  system. 
Moreover,  it  appears  that  a  further  proceeding  would  be 
required  if  Continental  Southern  were  authorized,  in  which 
the  Board  would  have  before  it,  under  Section  408,  the 
application  for  approval  of  acquisition  by  Transconti¬ 
nental  Bus  System  of  control  of  Continental  Southern. 
This  would  mean  more  delay  that  should  be  avoided  if 
possible.  For  these  reasons,  considerations  of  compara¬ 
tive  public  interest  require  that  Continental  Southern’s 
application  herein  be  denied. 

Ozark  asks  for  all  three  route  svstems,  but  does  not 
appear  to  have  financial  ability  for  such  a  project.  It 
would  seem  more  appropriate  to  consider  it  for  one  route. 
The  experience  of  its  founders  and  officers  has  been  in 
the  vicinity  of  the  Mississippi  Valley  area  and  it  is  con¬ 
cluded  that  the  route  in  this  area  is  the  one  that  it  should 
be  considered  for. 

The  capital  requirements  for  inaugurating  service  over 
the  Mississippi  Valley  route  would  be  between  $700,000 
and  $800,000.  Ozark  has  stock  subscriptions  totaling 
$260,000.  At  the  hearing  Ozark  showed  certified  checks 
payable  to  the  subscribers  of  its  stock  in  the  amount 
5775  of  $160,000,  to  prove  their  ability  to  meet  their 
subscriptions.  Other  evidence  indicated  that  the 
subscriber  to  the  other  $100,000  block  had  a  net  worth 
of  over  $600,000  and  is  able  to  meet  his  subscription.  The 
showing  that  on  a  certain  date  these  persons  had  a  large 
amount  of  cash  that  was  available  to  them  for  use  in 
establishing  air  carrier  operations  is,  of  course,  not  a 
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complete  assurance  that  such  cash  would  be  available  at 
a  future  time.  It  does  seem,  however,  that  the  circum¬ 
stances  shown  herein  indicate  a  good  assurance  that  the 
funds  will  be  obtainable.  This  applicant  made  a  showing 
that  it  had  substantial  cash  by  exhibiting  certified  checks 
in  the  earlier  hearing  in  1945  in  the  Mississippi  VaUey 
Case.  It  made  such  a  showing  in  the  recent  hearing. 
An  example  of  further  substantiating  evidence  in  this 
respect  is  found  in  the  fact  that  Mr.  Mattingly,  its  Vice 
President,  testified  in  the  present  hearing  that  he  had 
recently  raised,  within  a  period  of  a  week,  some  $200,000 
in  funds  for  a  project  in  which  he  was  interested. 

Ozark  also  submitted  a  letter  from  a  bank  containing 
a  firm  commitment  to  lend  it  $400,000  to  be  secured  by 
acceptable  collateral.  While  it  may  not  be  a  legally  en¬ 
forceable  commitment,  this  is  evidence  indicating  the 
willingness  of  the  Bank  to  lend  funds  to  the  management 
of  Ozark.  In  addition,  Ozark’s  Vice  President  testified 
that  the  subscribers  to  the  above  $200,000  of  stock  were 
willing  and  able  to  provide  a  further  additional  increment 
of  capital  of  $500,000  if  needed. 

The  record  shows  that  the  organizers  of  Ozark  are 

substantial  citizens  in  their  communities.  Thev  havk 

% 

shown  by  specimen  plans  that  they  can  effect  the  neces¬ 
sary  planning  required  for  inaugurating  service.  They 
have  successfully  carried  through  other  transportation 
projects,  and  have  experience  in  aviation.  Ozark  has 
made  a  reasonable  showing  that  it  has  the  financial  ability 
to  establish  operations  over  the  Mississippi  Valley 
5776  route.  It  is  concluded  on  the  basis  of  all  the  rec¬ 
ord  that  Ozark  is  fit,  willing,  and  able  to  provide 
the  air  transportation  proposed  over  the  Mississippi  Val¬ 
ley  route  and  that  it  should  be  selected  to  establish  opera¬ 
tions  over  that  route. 

Turner  seeks  both  the  Great  Lakes  and  North  Central 
routes.  It  now  has  one  of  the  smallest  of  the  local  feede  r 
service  route  systems  that  the  Board  has  authorized.  Ttk 
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total  route  mileage  is  only  655.  The  area  serviced  by 
this  carrier  will  have  a  much  better  chance  of  obtaining 
a  successful  feeder  experiment  if  Turner’s  system  is  en¬ 
larged  so  as  to  provide  a  greater  scope  of  operations 
over  which  to  spread  necessary  overhead  and  so  as  to 
establish  better  opportunity  to  utilize  its  equipment  and 
facilities. 

Turner’s  present  management  probably  has  the  best 
experience  background  of  the  applicants.  This  manage¬ 
ment  succeeded  in  developing  its  so-called  Nationwide 
enterprises  22  into  a  substantial  non-certificated  air  trans¬ 
portation  and  maintenance  business  in  a  short  time  from 
an  inconsequential  investment.  The  first  operations  of 
the  Nationwide  system  were  started  on  December  22, 
1945.  The  original  and  only  contribution  of  capital  from 
sources  other  than  income  was  $8,750.  The  net  wortli  in 
September  1949,  was  estimated  at  over  $600,000.  It  is 
clearly  improbable  that  this  development  in  a  period  of 
less  than  4  years  in  the  highly  competitive  field  that  was 
involved  could  have  come  about  if  the  companies  had  not 
been  capably  managed.  All  of  these  profits  were  made, 
of  course,  without  any  assistance  from  the  Government. 
In  addition,  Turner  has  inaugurated  and  conducted  feeder 
service  over  its  existing  route.  The  results  of  this  appli¬ 
cant’s  actual  operations  in  the  air  transport  industry  are 
indeed  significant  indicators  that  it  would  be  able  to 
organize  and  establish  local-feeder  service  opera- 
5777  tions.  This  applicant  is  undoubtedly  aggressive  and 
capable  and  is  especially  fitted  to  carry  out  a  fur¬ 
ther  assignment  in  feeder  air  transportation  if  it  can 
make  the  necessary  financial  arrangements. 

The  evidence  presented  at  the  hearing  indicated  that 
the  net  worth  of  the  Nationwide  entreprises  would  be 
between  $600,000  and  $700,000  on  December  31,  1949.  The 


22  Nationwide  Air  Transport  Service,  Inc.,  Frontier  Airmotive, 
Inc.,  Nationwide  Maintenance,  Inc.,  and  Nationwide  Airlines,  Inc. 
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record  shows  an  intent  to  dedicate  these  resources  to 
establishment  of  whatever  air  transportation  the  Board 
may  authorize  for  Turner.  Nine  DC-3  aircraft  are  already 
owned,  of  which  two  to  four  will  serve  the  needs  of  the 
present  Turner  system.  It  is  reasonable  to  conclude  t{iat 
substantial  funds  for  its  purposes  could  be  obtained  by 
borrowing  up  to  a  material  part  of  the  above  net  worth 
or  by  sale  of  assets.  The  management’s  history  shows 
that  it  is  singularly  adept  at  establishing  a  substantial 
business  in  a  short  period  of  time  with  a  minimum  of 
capital. 

Turner  could  probably  inaugurate  service  over  both  the 
Great  Lakes  and  North  Central  routes,  and  under  ordi¬ 
nary  circumstances  it  would  be  recommended  that  this 
applicant  be  granted  a  certificate  for  these  two  routes. 
However,  in  view  of  the  delay  that  has  already  occurred, 
and  the  demands  of  the  public  interest  for  more  than  usual 
precautions  looking  toward  quick  inauguration  of  service, 
it  is  concluded  that  Turner’s  new  route  authorization 
should  be  limited  to  one  route.  Since  it  already  series 
Chicago  and  Indianapolis,  the  Great  Lakes  route  would 
seem  better  fitted  for  it  than  would  the  North  Central 
route,  on  'which  its  only  present  facility  would  be  at 
Chicago.  Turner  should  have  no  difficulty  in  establish¬ 
ing  operations  over  the  Great  Lakes  route  in  a  minimum 
of  time.  It  is  concluded  that  Turner  is  fit,  willing,  and 
able  to  provide  air  transportation  over  the  Great  Lakes 
route  and  that  the  public  interest  requires  that  it  be 
authorized  to  do  so. 

5778  As  previously  indicated,  the  public  interest  will  be 
best  served  if  the  feeder  routes  are  operated  by  car¬ 
riers  that  specialize  in  such  service.  However,  unusual 
circumstances  now  present  themselves  with  respect  to  the 
North  Central  route  that  override  this  consideration.  The 
route  was  found  required  several  years  ago.  Parks  has 
been  unable  to  establish  service.  There  is  not  sufficient 
assurance  that  any  independent  applicant  herein  can  es- 
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tablish  service  with  the  expedition  that  the  circumstances 
require.  Accordingly,  it  appears  appropriate  to  consider 
authorization  of  Chicago  and  Southern  or  Mid-Continent, 
the  two  trunkline  applicants  that  propose  service  over  the 
North  Central  route.  Chicago  and  Southern  does  not 
serve  any  of  the  points  on  this  route,  except  Chicago, 
whereas  Mid-Continent  serves  six.  Mid-Continent  ap¬ 
pears  the  logical  one  to  select  because  of  its  existing 
installations  in  this  area.  While  Mid-Continent  could 
not  establish  operations  over  the  entire  Parks  system 
without  prejudicing  service  over  its  existing  routes,  it 
could  inaugurate  service  over  the  North  Central  route 
without  difficulty. 

The  Mid-Continent  routes  run  primarily  from  north  to 
south  while  the  North  Central  route  runs  more  in  an  east 
to  west  direction — an  adverse  factor  from  the  standpoint 
of  the  amount  of  integration  that  can  be  expected  be¬ 
tween  the  Mid-Continent  system  and  the  North  Central 
route.  However,  the  aspect  of  diversion  from  other  car¬ 
riers  that  is  inherent  in  operations  of  the  two  under  the 
same  ownership  is  similarly  limited.  The  only  significant 
diversion  involved  concerns  traffic  between  Chicago  and 
points  on  the  Mid-Continent  system  but  not  on  the  North 
Central  route.  The  greatest  part  of  United’s  feared  di¬ 
version  involves  traffic  between  Chicago  and  Moline,  Cedar 
Rapids,  Des  Moines,  and  Omaha  and  between  Des  Moines 
and  Omaha.  United  operates  a  direct  service  of  118  miles 
between  Des  Moines  and  Omaha  whereas  Mid- 
5779  Continent  would  have  to  operate  through  Sioux 
City,  a  total  distance  of  234  miles.  The  Parks  routes 
do  not  extend  west  of  Sioux  City.  Accordingly,  a  Mid- 
Continent-North  Central  route  combination  would  suffer 
this  mileage  disadvantage.  It  is  doubtful  that  many  pas¬ 
sengers  would  choose  the  longer  journey  over  this  com¬ 
bination  of  routes  if  United  offered  satisfactory  service. 
The  North  Central  and  Mid-Continent  routes  would  offer 
a  service  between  Chicago  and  the  above  four  points  that 
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would  involve  more  stops  and  greater  circuity  than  poes 
the  service  of  United.  United  will  probably  have  an 
equipment  advantage.  If  United’s  services  are  attuned 
to  the  needs  of  the  public  it  should  retain  a  large  part 
of  its  existing  traffic.  If  it  should  lose  the  traffic  it  would 
probably  be  a  good  indication  of  some  deficiencies  in 
the  service  that  it  had  been  providing.  Similar  con¬ 
siderations  render  it  improbable  that  any  other  serious 
diversion  is  involved.  For  example,  diversion  of  Chicago- 
Kansas  City  traffic  from  TWA  or  Braniff  is  not  likely. 
Of  course,  it  cannot  be  denied  that  the  control  by  Mid- 
Continent  of  the  North  Central  route  will  probably  ejcitail 
complications  in  the  future  in  that  any  liberalization  of 
the  rules  surrounding  operations  over  this  feeder  route 
or  changes  in  the  route  pattern  will  have  to  be  considered 
in  the  light  of  the  attendant  competitive  implications  that 
may  arise  if  new  but  unneeded  direct  services  between 
Chicago  and  Mid-Continent  points  in  competition  with 
existing  carriers  would  thereby  become  possible. 

The  extraordinary  circumstances  found  in  this  proceed¬ 
ing  require  that  the  resources  of  Mid-Continent  be  utilized 
to  establish  service  over  the  North  Central  route.  The 
Board  can  authorize  service  by  Mid-Continent  either  by 
granting  it  a  certificate  or  by  approving  its  acquisition 
of  Parks.  The  Parks  enterprises  intend  to  transfer 
nothing  much  to  Mid-Continent  with  the  transfer  of  P^rks 
Airlines  except  its  bare  certificate — a  certificate  that  is 
subject  to  nullification  in  this  very  proceeding.  The  air¬ 
line  has  no  significant  physical  assets.  It  is  a  non- 
5780  operating  company  and  has  no  good-will  of  an 
operating  organization  that  it  can  turn  over  to  Mid- 
Continent.  The  extent  of  assistance  that  Parks  could  or 
would  give  to  Continental  does  not  appear  to  be  of  any 
particular  proportions.  For  example,  there  is  no  showing 
that  Mid-Continent  will  acquire  any  of  the  personnel  of 
the  Parks  organizations  that  have  become  somewhat  fa¬ 
miliar  with  the  problems  of  inaugurating  an  air  transport 
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operation  over  the  routes  in  question  by  virtue  of  the  pre¬ 
liminary  work  done  by  Parks.  About  the  only  thing  that 
can  be  seen  that  Mid-Continent  would  acquire  would  be 
the  services  of  Mr.  Parks  as  a  director  and  about  a  thou¬ 
sand  dollars  worth  of  parts  and  equipment.  There  is  no 
justification  in  approving  payment  by  Mid-Continent  of  a 
substantial  price  for  these  assets.23 

Some  support  for  utilizing  Mid-Continent’s  resources 
indirectly  through  Parks  as  a  subsidiary  corporation  might 
be  found  in  the  possibly  greater  ease  of  segregating  the 
operating  results  of  Mid-Continent’s  trunkline  and  feeder 
services  if  different  corporations  operate  each  one.  How¬ 
ever,  the  Board  will  be  able  to  scrutinize  the  operations 
closely  and  can  assure  itself  of  necessary  information  by 
appropriate  regulation.  To  assist  in  obtaining  a  reason¬ 
able  appraisal  of  the  results  in  the  future,  it  is  suggested 
that  the  Board  direct  Mid-Continent  to  maintain  a  sepa¬ 
rate  Division  to  handle  the  feeder  services  and  that  it 
maintain  complete  expense,  revenue,  and  traffic  records  for 
this  Division  as  distinguished  from  its  other  opera¬ 
tions. 

5781  In  the  event  that  the  Board  does  not  adopt  the 
conclusion  that  Mid-Continent’s  resources  should  be 
utilized  to  provide  service  over  the  North  Central  route, 
it  is  recommended  that  it  consider  immediate  issuance  of 
a  temporary  exemption  to  Wisconsin  Central  permitting 
service  at  Winona,  La  Crosse,  and  Rochester  as  interme¬ 
diate  points  between  Madison  and  Minneapolis/St.  Paul 
and  a  temporary  exemption  permitting  United  to  serve 


23  Public  counsel  have  shown  numerous  aspects  in  which  the  price 
agreed  upon  in  the  Mid-Continent/Parks  acquisition  contract  is  ex¬ 
cessive.  Any  approval  of  an  acquisition  of  Parks  by  Mid-Continent 
should  be  made  only  if  there  is  a  substantial  reduction  in  the  price. 
This  would  undoubtedly  consume  additional  time,  with  resultant 
delay  while  the  parties  conducted  negotiations  and  presented  show¬ 
ings  thereon  to  the  Board.  Moreover,  there  is  no  assurance  that 
new  negotiations  could  be  successful  in  reaching  a  reasonable  price — 
an  outcome  involving  even  more  possibility  of  delay. 
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Rockford,  Dubuque,  and  Waterloo  as  intermediate  points 

between  Chicago  and  Des  Moines  on  its  route  No  1. 

Each  of  these  carriers  already  operates  between  the  above 

mentioned  terminals.  While  it  has  been  concluded  that 

Wisconsin  Central  does  not  have  the  financial  ability  to 

establish  operations  over  the  entire  North  Central  route, 

it  could  establish  the  limited  operations  involved  in  such 

an  exemption.  There  is  no  doubt  that  United  would  have 

the  ability  to  establish  service  at  the  above  intermediate 

points.  United  is  charged  with  serving  the  Chicago- Des 

Moines  area  and  Wisconsin  Central  has  been  assigned  a 

Madison-Twin  Cities  operation.  The  above-mentioned 

cities  are  in  the  areas  that  would  normally  come  wii;hin 

the  orbit  of  United  and  Wisconsin  Central  unless  they  are 

• 

served  by  the  Parks  route.  If  service  to  these  cities  is 
not  provided,  there  would  be  an  undue  burden  on  United 
and  Wisconsin  Central  because  of  the  resulting  inability 
of  these  carriers  to  carry  out  their  tasks  of  meeting  the 
air  transport  needs  of  the  areas  they  serve.  These  ac¬ 
tions,  while  they  might  not  fill  completely  the  needs  of  the 
area  for  service,  would  satisfy  the  more  urgent  demands 
of  the  public  interest  in  that  respect.  No  other  can 
would  be  harmed  significantly  by  diversion  of  their  pre 
traffic. 

Recommendation .  On  the  basis  of  the  foregoing 
siderations  and  conclusions,  and  all  the  facts  on  rec 
it  is  recommended  that  the  Board  find : 

5782  (1)  that  the  public  convenience  and  necessity 

quire  temporary  air  transportation  of  persons, 
erty,  and  mail  for  a  period  of  three  years  by 
over  the  North  Central  route,24  by  Ozark  over  the 

24  Order  Serial  E-1348  exempts  Parks  to  permit  service  to 
in  lieu  of  Rockford.  The  Rockford  airport  is  now  suitable 
further  exemption  is  needed  here.  Likewise  an  exemption 
in  that  order  as  to  service  between  Peoria  and  Moline  and 
and  Burlington  is  not  needed  for  the  operator  of  the  North 
route.  Such  operations  fit  in  most  logically  with  the  Great 
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sissippi  Valley  route,  and  by  Turner  over  the  Great  Lakes 
route,25  subject  to  the  usual  conditions  appended  to  certifi¬ 
cates  for  local-feeder  service,  rather  than  by  Parks, 

(2)  that  the  Board  should  direct  that  the  certificate  of 
public  convenience  and  necessity  for  route  No.  91  hereto¬ 
fore  issued  to  Parks  cease  to  be  effective, 

(3)  that  Mid-Continent,  Ozark,  and  Turner  are  fit,  will¬ 
ing,  and  able  to  provide  the  air  transportation  involved 
in  the  above-recommended  awards, 

(4)  that  appropriate  certificates  of  public  convenience 
and  necessity  should  be  issued  to  Mid-Continent,  Ozark  and 
Turner,  and 

(5)  that  the  applications  should  be  denied  in  all  other 
respects. 

5783  APPENDIX  NO.  1 

Summary  of  Presentations  of  the  Parties 

Braniff.  This  trunkline  carrier  now  has  a  permanently 
certificated  domestic  system  extending  southwestward  from 
Chicago  and  a  foreign  route  system  between  Houston  and 
Buenos  Aires. 

It  proposes  to  conduct  operations  over  the  Mississippi 
Valley  route.  It  would  provide  service  with  DC-3  aircraft. 
Braniff  asserts  that  it  would  be  able  to  operate  the  addi- 


route,  which  will  be  operated  by  Turner.  Order  Serial  E-1347  in¬ 
cludes  a  provision  staying  the  effectiveness  of  the  Chicago-Minneapo- 
lis  segment  because  of  the  lack  of  suitable  airports.  The  record 
herein  indicates  that  airports  will  be  suitable  on  the  Chicago-Minne- 
apolis  segment  except  at  Elgin  and  Red  Wing  and  no  stay  order  on 
that  segment  is  needed.  Airports  continue  to  be  unsuitable  on 
the  Chicago-Burlington  segment  and  a  stay  order  thereon  should 
accompany  the  certificate  issued  to  Mid-Continent. 

25  The  record  indicates  the  airport  at  Galesburg  will  probably 
not  be  useable  in  the  near  future  for  these  operations  and  the 
certificate  for  the  Great  Lakes  route  should,  therefore,  be  accom¬ 
panied  by  an  exemption  authorizing  service  to  Moline  in  lieu  of 
Galesburg  and  also  permitting  service  between  Peoria  and  Burling¬ 
ton. 
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tional  routes  without  any  additional  executive  personnel 
and  with  little  additional  overhead  in  the  form  of  general 
and  administrative  costs.  The  proposed  routes  would  be 
supervised  by  Braniff’s  present  northern  regional  man¬ 
ager  of  stations  and  development  of  traffic  would  be  the 
responsibility  of  Braniff’s  northern  regional  traffic  man¬ 
ager. 

Braniff  asserts  that  it  can  operate  the  routes  that  it 
applies  for  with  its  existing  DC-3  aircraft  and  that  no 
additional  expenditures  for  flight  equipment  would  be 
needed.  On  September  1,  1949,  Braniff’s  domestic  sched¬ 
ules  provided  for  121  hours  of  DC-3  flying  time  enabling 
a  utilization  of  7  hours,  36  minutes.  Two  round  trips  per 
day  over  the  proposed  routes  would  involve  5,776  miles 
daily  or  48  hours  flying  time  which  would  increase  the 
utilization  of  DC-3  aircraft  by  3  hours,  3  minutes,  to  a 
total  of  10  hours,  39  minutes.  If  it  obtains  the  routes 
that  it  requests  herein  it  will  convert  the  doors  in  its  DC-3 
fleet  to  the  integral  step  type  in  order  to  speed  up  local 
type  service,  eliminate  ground  ramp  equipment,  and  pro¬ 
vide  better  service.  It  has  already  converted  one  DC-3  in 
this  manner  for  use  in  its  Latin  American  operations. 

Braniff  estimates  that  it  would  fly  2,002,828  revenue 
miles  and  40,057  nonrevenue  miles  over  the  proposed  route, 
or  a  total  of  2,042,885  airplane  miles  yearly.  It  estimates 
that  the  total  additional  expense  would  be  $1,279,600  and 
that  an  allocation  of  main  base  and  overhead  expense  of 
21.02  percent  or  $269,000  would  make  the  total  expense 
of  its  proposed  operations  $1,548,600  yearly.  These  in¬ 
clude  per  mile  estimates  of  25.27^  for  flying  operations, 
10.55^;  for  flying  equipment  maintenance,  .05^  for  flying 
equipment  depreciation,  11.46^  for  ground  operations,  3.88c1 
for  ground  and  indirect  maintenance,  2.95<*  passenger 
service,  5.05^  traffic  and  sales,  3.00^  advertising  and  pub¬ 
licity,  .9<t  general  and  administration,  .78^  ground  equip¬ 
ment  depreciation,  or  total  added  expense  of  63.89<  and 
13.3<t  for  allocation  of  main  base  and  overhead  expense, 
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or  a  total  of  77.32  cents  per  mile  total  expense.  Braniff’s 
direct  flying  operations  and  maintenance  expense  esti¬ 
mates  are  based  upon  its  experienced  cost  per  mile  during 
the  first  6  months  of  1949.  Ground  and  indirect  mainte¬ 
nance  expenses  were  generally  estimated  on  the  basis  of 
the  ratio  of  such  expense  to  direct  flying  equipment  main¬ 
tenance  experienced  during  the  6  months  ended  June 
1949,  and  other  ground  operating  expenses  were  estimated 
on  the  basis  of  the  actual  items  anticipated.  Braniff 
5784  predicates  its  estimates  on  a  visual  contact  opera¬ 
tion  and  upon  the  use  of  pursers  to  assist  in  load¬ 
ing  and  unloading  aircraft. 

Braniff  contends  that  the  routes  that  it  applies  for  herein 
can  be  effectively  integrated  into  its  existing  system.  It 
points  out  that  it  presently  serves  6  cities  on  the  proposed 
routes  (Burlington,  Iowa:  Moline,  Illinois;  Memphis,  Ten¬ 
nessee;  Tulsa,  Oklahoma;  Kansas  City,  Missouri;  and 
Topeka,  Kansas).  Braniff  takes  the  position  that  it  has 
experience  in  providing  feeder  service  in  that  its  route 
between  Amarillo  and  Memphis  is  similar  to  feeder  type 
local  service  routes  presently  in  operation.  For  example, 
the  total  length  of  this  route  is  708  miles,  the  county 
population  of  the  cities  along  the  route  totals  1,424,800 
and  the  average  inter-station  distance  is  118  miles.  In 
comparison,  Pioneer’s  Houston-Amarillo  route  has  a  total 
route  length  of  S04  miles,  the  total  county  population  of 
the  cities  thereon  is  1,234,300  and  the  average  inter-station 
distance  is  100  miles.  Braniff  obtained  this  route  in  No¬ 
vember  1944  and  inaugurated  service  on  a  one  round  trip 
daily  basis  with  DC-3’s  in  September  1945.  In  July  1946 
it  increased  the  service  to  two  DC-3  flights  daily  which  is 
the  present  level  of  service. 

Braniff  presented  extensive  data  designated  to  rebut  Mid- 
Continent’s  contention  that  past  experience  does  not  in¬ 
dicate  that  feeder  carriers  have  diverted  traffic  from  trunk¬ 
line  carriers.  Braniff’s  exhibits  relate  to  its  experience 
in  competing  with  Pioneer  Air  Lines.  These  data  purport 
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to  show,  in  summary,  that  in  March  1948,  .53  percent  of 
Pioneer’s  passenger  traffic  was  directly  competitive  'vjdth 
trunkline  carriers,  32  percent  directly  competitive  with 
Braniff;  that  32  percent  of  Pioneer’s  March  1948  traffic 
was  between  pairs  of  trunkline  cities  served  by  Braniff; 
that  segments  between  19  pairs  of  Braniff ’s  trunk  ine 
cities  are  offered  point-to-point  competition  by  Pioneer; 
that  most  of  the  traffic  carried  by  Pioneer  out  of  cities  also 
served  by  Braniff  was  carried  in  competition  with  Braiiiff ; 
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that  56  percent  of  Pioneer’s  traffic  out  of  Amarillo, 
percent  of  its  traffic  out  of  Austin,  67  percent  of  its  traffic 
out  of  Dallas,  77  percent  of  its  traffic  out  of  Fort  Wo:*th, 
62  percent  of  its  traffic  out  of  Houston,  70  percent  of  its 
traffic  out  of  Lubbock,  and  87  percent  of  its  traffic  out 
of  Waco  is  directly  competitive  with  Braniff.  Braniff  also 
shows  that  a  great  percentage  (varying  from  12  to  89  per¬ 
cent)  of  revenue  received  by  Pioneer  from  cities  served 
jointly  by  it  and  a  trunkline  carrier  is  derived  from  traffic 
directly  competitive  with  trunklines,  that  72  pairs  of  cities 
served  by  Pioneer  were  already  certificated  to  receive  one- 
carrier  service  by  another  airline,  that  Braniff  has  de¬ 
veloped  a  greater  percentage  increase  in  traffic  between 
pairs  of  cities  served  competitively  with  Pioneer  than  has 
Pioneer;  that  Braniff  has  developed  a  greater  increase 
in  traffic  between  pairs  of  cities  served  by  it  exclusively 
than  between  pairs  of  cities  served  competitively  with 
Pioneer  and  that  Braniff  has  developed  a  greater 
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5785  percentage  increase  in  traffic  than  the  total  of 

domestic  trunkline  carriers,  and  that  in  spite  of  jthe 
greater  number  of  intermediate  stops  in  Pioneer’s  sched¬ 
ules  it  competes  effectively  with  Braniff  as  illustrated  by 
the  fact  that  between  Amarillo  and  Houston,  Braniff  ^ias 
one  stop  on  its  schedule  in  comparison  with  Pioneer’s  5 
stops  and  Pioneer  obtains  41  percent  of  the  total  business 
and  between  Amarillo  and  Lubbock  Braniff  has  no  s 
and  Pioneer  1  stop  and  Pioneer  obtains  60  percent 
the  business. 
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Braniff  estimates  that  if  Continental  were  granted  the 
Mississippi  Valley  route  and  operated  it  in  conjunction 
with  its  trunkline  routes,  Braniff  would  be  subject  to 
diversion  by  Continental  of  revenue  totaling  $157,888 
yearly,  (primarily  traffic  between  Oklahoma  City  and 
Kansas  City  or  Moline  and  between  Wichita  and  Burling¬ 
ton  or  Moline) ;  that  if  Chicago  and  Southern  were  to 
obtain  the  Great  Lakes,  Mississippi  Valley,  and  North 
Central  routes,  for  which  it  applies,  and  were  to  operate 
them  in  conjunction  with  its  trunkline  routes,  Braniff 
would  be  subject  to  diversion  by  Chicago  and  Southern 
of  revenue  totaling  $29,413  yearly  (mainly  traffic  between 
Moline  and  Chicago,  Burlington  and  Chicago,  Topeka  and 
Kansas  City) ;  and  that  if  Mid-Continent  were  to  obtain 
the  Mississippi  Valley,  Great  Lakes  and  North  Central 
routes  and  operate  them  in  conjunction  with  its  trunkline 
routes,  Braniff  would  be  subject  to  diversion  by  Mid- 
Continent  of  revenue  totaling  $743,578  annually  (primarily 
revenue  of  $320,133  from  traffic  between  Kansas  City  and 
Chicago  and  $347,636  from  traffic  between  Houston  and 
Chicago). 

Central.  This  is  an  air  carrier  with  offices  in  Fort 
Worth,  Texas,  that  now  operates  under  a  temporary  cer¬ 
tificate  authorizing  local  feeder  air  transportation  in  an 
area  lying  between  Texarkana  to  the  east,  Fort  Worth- 
Dallas  to  the  south,  Wichita  to  the  north,  and  Amarillo 
to  the  west.  Central’s  application  herein  encompasses 
operations  over  the  Mississippi  Valley,  Great  Lakes,  and 
North  Central  routes.  However,  at  the  hearing  it  intro¬ 
duced  in  evidence  operating  plans  covering  only  the  Mis¬ 
sissippi  Valley  route  and  it  gave  no  substantial  indication 
of  plans  or  intentions  with  respect  to  the  other  two  route 
systems.  Central  uses  3-passenger  Beech  Bonanza  air¬ 
craft  in  its  operations  over  its  existing  system.  It  was 
the  first  of  the  feeder  air  carriers  to  inaugurate  service 
with  single-engine  aircraft.  Central  proposes  to  use  these 
aircraft  in  operations  over  the  Mississippi  Valley  route, 
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and  argues  that  if  the  route  is  to  be  awarded  to  an  ap¬ 
plicant  that  will  provide  service  over  them  with  single- 
engine  aircraft,  Central  would  be  in  the  best  position  to 
activate  the  routes  in  a  short  period  of  time  because  of 
the  fact  that  it  has  established  such  operations  over  :.ts 
existing  system  and  has  already  obtained  the  experience 
of  activating  routes  with  single-engine  aircraft. 

Mr.  F.  Kirk  Johnson  of  Fort  Worth,  Texas,  is  chairman 
of  the  Board  of  Directors  of  Central.  Mr.  Johnson’s 
primary  interests  in  the  past  have  been  in  the  oil 
5786  business.  The  record  shows  that  he  disposed  of  his 
holdings  therein  in  1948,  except  for  a  substantial 
interest  in  36  producing  oil  and  gas  properties  and  un¬ 
developed  leases.  The  producing  leases  retained  are  run¬ 
ning  in  the  neighborhood  of  40,000  barrels  of  oil  monthly. 
Mr.  Johnson  is  owner  and  president  of  the  Ambassador 
Oil  Company,  president  and  controlling  owner  of  the  Lobk 
Royalty  and  Oil  Company  and  director  and  substantial 
stockholder  of  the  Fort  Worth  National  Bank,  Fort  Worth, 
Texas.  Mr.  Deane  Gill  of  Fort  Worth,  Texas,  is  the  sec¬ 
retary-treasurer  and  a  member  of  the  Board  of  Directors 
of  Central.  Mr.  Gill  is  an  oil  producer  in  the  southwest 
and  has  been  associated  with  Mr.  Johnson  in  variojis 
business  projects.  Mr.  Johnson  and  Mr.  Gill  are  the  tvjro 
largest  stockholders  of  Central.  Mr.  Keith  Kahle  pf 
Oklahoma  City  is  president  and  general  manager  of  this 
applicant.  Mr.  Kahle  received  a  degree  in  mechanical 
engineering  from  Iowa  State  College  in  1932,  and  has 
since  then  been  active  as  a  feeder  airlines  advocate,  avia¬ 
tion  columnist  and  writer,  publisher,  engineer  and  public 
relations  specialist.  Mr.  Kahle  was  the  founder  of  Central 
Airlines  and  prepared  evidence  which  led  to  its  certifica¬ 
tion  in  the  Texas-Oldahoma  Case ,  Docket  No.  337.1  He  has 
operated  a  flight  school  known  as  Keith  Kahle  Aviatio|n, 
Inc.,  at  Will  Rogers  Field,  Oklahoma  City,  since  194^3, 
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which  is  the  second  or  third  largest  flight  school  in  Okla¬ 
homa.  This  school  has  used  single-engine  aircraft.  Robert 
E.  Harding,  Jr.,  vice  president  of  operations,  has  held  a 
pilot  certificate  since  March  1931  and  has  been  employed 
in  commercial  and  military  aviation  since  1937;  during 
which  time  he  has  participated  in  barnstorming,  flight  in¬ 
struction,  and  charter  work.  This  experience  included  a 
period  of  activity  as  Assistant  Operations  Officer  of  a  mili¬ 
tary  airline  operating  out  of  Dallas,  Texas  into  points 
throughout  the  United  States.  A  great  bulk  of  the  flying 
was  between  Dallas,  Wichita,  Tulsa  and  Oklahoma  City. 
Mr.  Harding  is  a  director  of  the  West  Side  State  Bank, 
Fort  Worth,  Texas.  Mr.  Donald  Ehrhart,  a  lawyer  in 
Fort  Worth,  Texas,  is  also  a  vice  president  of  Central 
Airlines.  Superintendent  of  Maintenance  is  Mr.  Clay 
Wilson  Whitwell,  who  has  been  engaged  in  aviation  activi¬ 
ties  since  1938,  when  he  was  a  mechanic  with  the  Ritchey 
Flying  Service,  Meacham  Field,  Fort  Worth.  His  experi¬ 
ence  has  included  general  maintenance  work  on  single¬ 
engine  aircraft,  flight  engineer  on  various  military  aircraft, 
flight  release  inspector  on  B-32  aircraft  and  shop  foreman 
for  Ritchey  Flying  Service  and  maintenance  superintendent 
for  the  Iverson  Supply  Company,  a  nation-wide  oilfield 
supply  company.  Messrs.  Kahle  and  Gibbons  (the  Assist¬ 
ant  Secretary-Treasurer)  testified  at  the  hearing. 
57S7  Central  refers  to  the  safety  record  in  Alaska  as 
indicative  that  single-engine  aircraft  are  suitable 
for  scheduled  airline  passenger  operations  from  a  safety 
standpoint.  It  points  out  that  during  1948  single-engine 
aircraft  operations  in  Alaska  by  scheduled  air  carriers 
totaled  2,095,4S5  plane  miles  and  3,S24,000  passenger  miles. 
Referring  to  the  heavy  rugged  areas  of  Alaska,  it  points 
out  that  the  Alaskan  carriers  operate  under  extremely  ad¬ 
verse  conditions  that  are  much  more  unfavorable  than 
operating  conditions  in  the  central  part  of  the  United 
States.  There  were  no  fatal  accidents  during  the  above 
period  and  there  were  no  accidents  due  to  engine  failures. 
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It  contends  that  it  will  not  encounter  the  severe  weather 
conditions,  rugged  terrain  or  poor  airport  conditions  found 
in  Alaska. 

The  Beach  Bonanza  Model  A-35  aircraft  that  Central 
uses  is  a  low- wing  monoplane  with  retractable  landing 
gear.  The  cabin  is  6'  11"  long,  3'  6"  wide,  4'  2"  high. 
The  aircraft  would  be  used  to  accommodate  3  passengers 
in  addition  to  the  pilot.  As  indicated,  Central  submitted 
evidence  covering  operations  over  the  Mississippi  Valley 
route.  On  the  basis  of  a  schedule  frequency  of  two  round 
trips  daily,  it  anticipates  completion  of  a  total  of  SO 
percent  of  its  mileage,  or  4979.2  daily  and  151,450  monthly. 
Its  estimates  are  based  on  a  total  of  24  stops.  Average 
block  to  block  speed  would  be  115  miles  per  hour.  Cent  ral 
anticipates  that  its  nonrevenue  mileage  would  comprise 
9  percent  of  its  completed  scheduled  mileage  or  9,0S7  per 
month,  making  its  total  estimated  flight  miles  per  month 
160,537. 

Central  estimates  that  its  expenses  over  the  Mississippi 
Valley  route  would  total  $38,310  per  month  ($20,352  di¬ 
rect  flight  operating  cost,  $17,958  ground  and  indirect 
costs),  or  $0.2532  per  mile,  (.08  flying  operations,  .03 
direct  maintenance  flight  equipment,  .02  depreciation  flight 
equipment,  or  .13  for  direct  flying  costs,  .055  ground  oper¬ 
ations,  .005  ground  and  indirect  maintenance,  .001  pas¬ 
senger  service,  .005  traffic  and  sales,  .026  advertising  and 
publicity,  .024  general  and  administrative,  .002  deprecia¬ 
tion — ground  equipment.)  Central’s  estimates  of  expenses 
for  the  proposed  routes  are  presented  on  an  added  cDst 
basis  and  represent  its  estimate  of  the  additional  ex¬ 
penses  that  it  would  incur  over  and  above  the  expenses 
of  operating  its  present  route  system.  In  constructing 
this  added  cost  estimate,  it  concludes  that  operation  of 
its  present  route  system  would  result  in  expenses  totaling 
$64,872  per  month,  or  50^  a  mile  for  128,772  scheduled 
miles,  that  the  added  expense  of  expanding  its  operations 
into  the  Mississippi  Valley  route  would  total  $38,310 
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or  25^  a  mile  for  151,450  miles,  and  that  the  total  expense 
of  conducting  service  over  the  combined  routes  would  be 
$103,182  per  month  or  37^  per  mile  for  280,222  miles. 
Central  shows  that  if  it  obtains  l1/*  passengers  per  revenue 
mile  at  a  rate  of  7^  per  mile  it  would  receive  revenue 
of  $29,423  per  month  from  the  280,222  revenue  plane 
miles.  It  estimates  excess  baggage  at  2  percent  of  pas¬ 
senger  revenue  or  $588  resulting  in  total  estimated  reve¬ 
nue  of  $30,012.  With  this  passenger  load  experience  it 
would  have  a  break-even  mail  pay  need  of  $73,171 
5788  plus  a  need  for  $2,333  return  on  its  investment 
(at  8  percent  of  $350,000),  or  a  total  of  $75,504 
per  month  or  27^  per  mile.  On  the  same  basis  if  it  ob¬ 
tains  2  passengers  per  revenue  mile  its  break-even  mail 
pay  need  including  return  on  investment  would  total 
$65,500  per  month  or  23£  per  mile.  Its  mail  pay  need 
with  2 y2  passengers  per  revenue  mile  would  total  $55,496 
per  month  or  20^  a  mile  and  its  need  if  3  passengers  per 
revenue  mile  were  obtained  would  total  $45,492  per  month 
or  16^  per  mile.  However,  Central’s  president  testified 
at  the  hearing  that  in  his  opinion  the  route  should  obtain 
load  factors  of  approximately  30  percent,  or  about  one 
passenger  per  mile  in  the  immediate  future. 

Central  estimates  that  inauguration  of  service  over  the 
Mississippi  Valley  route  would  require  an  investment  in 
additional  equipment  costing  $127,560  ($78,668  for  eight 
Beach  Bonanza  aircraft,  $10,800  for  spare  engines,  $8,000 
for  spare  parts,  $2,500  for  shop  equipment,  $500  for  auto¬ 
motive  equipment,  $17,760  for  office  furniture  and  fix¬ 
tures,  $9,332  for  radio  equipment.) 

Central’s  balance  sheet  as  of  December  30,  1949,  showed 
that  it  had  current  assets  totaling  $137,900  fixed  assets, 
primarily  aircraft  valued  at  $135,700  deferred  charges 
(primarily  extension  and  development  expenses)  valued 
at  $65,742,  making  its  total  assets  $339,342.  Current  lia¬ 
bilities  were  $53,447,  long  term  liabilities  totaled  $2S2,545, 
deferred  credits  were  $32,  and  outstanding  capital  stock 
and  deficit  amounted  to  $3,318. 
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Central  relies  for  a  showing  of  financial  ability  to 
inaugurate  service  over  the  proposed  routes  primarily 
upon  a  letter  introduced  in  evidence  from  the  Fort  Worth 
National  Bank,  Fort  Worth,  Texas,  in  which  the  bank 
states  that  it  understands  that  additional  working  capital 
to  activate  the  routes  that  it  desires  in  this  proceeding 
would  total  $200,000  and  that  the  bank  would  be  pleased 
to  lend  Central  up  to  that  amount  to  be  secured  by  air¬ 
planes  and  equipment  and  such  other  collateral  as  may 
be  mutually  agreed  upon.  The  commitment  is  conditioned 
upon  award  of  a  certificate  of  public  convenience  and 
necessity  by  the  Board.  The  letter  is  dated  September 
26, 1949  and  contains  a  statement  that  the  commitment  will 
be  good  for  4  months  and  may  be  extended  foil  such 
additional  periods  as  may  be  mutually  agreed  upop. 

It  was  brought  out  at  the  hearing  that  the  collateral 
referred  to  in  the  letter  is  primarily  collateral  that  would 
have  to  be  supplied  by  Mr.  Johnson.  The  record  is  scanty 
in  its  showing  as  to  whether  or  not  Mr.  Johnson  is  willing 
to  underwrite  the  enterprise  in  this  manner. 

Chicago  and  Southern.  This  is  a  trunkline  carrier  oper¬ 
ating  over  domestic  routes  running  south  from  Chicago 
and  Detroit  and  over  a  foreign  Route  from  Houston  and 
New  Orleans  to  Caribbean  points.  It  seeks  author- 
5789  ity  herein  to  conduct  operations  over  the  Missis¬ 
sippi  Valley,  G  reat  Lakes,  and  North  Central  routes. 
Chicago  and  Southern  submitted  operating  estimates  based 
upon  two  round  trip  flights  per  day  over  the  entire  system 
except  for  the  segment  between  Rockford  and  Chicago, 
where  3  daily  round  trips  would  be  provided.  This  would 
involve  scheduling  of  15,324  flight  miles  daily.  The  ap¬ 
plicant  estimates  that  90  percent  of  the  schedules  would 
be  completed  and  that  it  would  have  daily  flight  mileage 
of  13,791  and  an  annual  flight  mileage  of  5,013,934.  Chi¬ 
cago  and  Southern’s  estimates  are  based  on  serving  61 
cities  (East  St.  Louis  and  St.  Louis  would  be  served 
through  a  single  airport).  Of  these,  8  are  now  served 
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by  Chicago  and  Southern,  20  are  served  by  other  airlines, 
and  33  do  not  receive  service  by  any  airline. 

Chicago  and  Southern  plans  to  provide  service  over  the 
Parks  routes  with  DC-3  aircraft  and  anticipates  that  it 
would  use  13,  which  would  cost  a  total  of  $520,000.  Spare 
aircraft  radios  costing  $7,500  and  spare  engines,  propel¬ 
lers,  spare  parts  and  assemblies  costing  $120,000  are  in¬ 
cluded  in  the  plans,  making  the  total  investment  in  flight 
equipment  $647,500.  Ground  equipment  requirements  are 
estimated  to  cost  $302,965  (station  equipment  at  53  sta¬ 
tions  at  $3,405  each,  33  H  markers  at  $2,500  each,  mis¬ 
cellaneous  ground  equipment  at  home  base  of  $40,000). 
Familiarization  and  training  are  estimated  to  involve  an 
investment  of  $200,000  and  the  working  capital,  allowing 
for  3  months ’  cash  expenses,  requirements  are  estimated 
at  $918,520.  On  this  basis,  Chicago  and  Southern  esti¬ 
mates  total  investment,  including  working  capital,  to  be 
$1,766,020.  The  8  stations  presently  served  by  Chicago 
and  Southern  are  Chicago,  Peoria,  Indianapolis,  Paducah, 
Kansas  City,  St.  Louis,  Springfield,  Missouri  and  Memphis. 
Chicago  and  Southern  estimates  that  operating  expenses 
would  be  77.9^  per  mile,  of  which  34.6^  would  be  for 
direct  flight  expenses  (24^  flying  operations,  8<t  flight 
equipment  maintenance  direct,  2.6^  depreciation  flight 
equipment)  and  43.3<  would  be  for  indirect  flying  ex¬ 
penses  (16<*  ground  operations,  5^  ground  maintenance, 
5£  passenger  service,  8<£  traffic  and  sales,  2.5£  advertising 
and  publicity,  5.5^  general  and  administrative,  and  1.3^ 
depreciation  ground  equipment). 

Chicago  and  Southern  estimates  that  it  would  obtain 
traffic  averaging  6  passengers  per  revenue  plane  mile, 
that  its  return  from  these  passengers  would  amount  to 
5.6£  per  revenue  passenger  mile  (based  on  a  fare  of 
6.175^)  or  a  total  of  33.6^  per  plane  mile.  Adding  an 
estimate  of  Zi  per  mile  for  other  nonmail  revenue,  the 
applicant  concludes  that  total  nonmail  revenue  per  plane 
mile  would  be  36.6^.  In  support  of  its  estimate  of  6  pas- 
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sengers  per  plane  mile,  Chicago  and  Southern  submits 
data  showing  that  during  the  12  months  ended  March  31, 
1949,  Piedmont  obtained  5.51  passengers,  Robinson  6.52, 
Southwest  7.26,  Trans-Texas  3.15,  and  West  Coast  7.30 
and  that  these  5  existing  feeder  airlines  obtained  an  aver¬ 
age  of  5.95  passengers  per  plane  mile. 

5790  According  to  the  above  estimates,  Chicago  ?md 
Southern  anticipates  nonmail  revenue  of  $1,842,420, 
operating  expenses  of  $3,921,435,  and  a  break-even  need 
of  $2,079,015.  Adding  to  this  an  amount  of  $40,271  for 
amortization  of  training  costs  and  $297,506  for  a  10  per¬ 
cent  return  on  investment  after  taxes,  the  indicated  mail 
pay  need  would  be  $2,416,792  annually. 

Chicago  and  Southern  presents  an  estimate  of  the  di¬ 
version  that  it  would  be  subjected  to  if  various  applicants 
were  to  receive  the  routes  that  they  apply  for  in  this 
proceeding.  On  the  basis  of  traffic  during  the  year  from 
May  1948  to  April  1949,  it  estimates  that  integration  of 
the  Mid-Continent  system  with  the  North  Central,  Mis¬ 
sissippi  Valley  and  Great  Lakes  routes  would  subject 
revenue  of  Chicago  and  Southern  totaling  $1,667,590  An¬ 
nually  to  diversion  (mainly  Chicago-New  Orleans  $457,- 
000,  Chicago-Houston  $237,000,  St.  Louis-New  Orleans 
$200,000,  St.  Louis-Houston  $298,000  and  Chicago-Shreve- 
port  $147,000) ;  and  that  integration  of  the  Braniff  svstbm 
and  the  Mississippi  Valley  routes  would  subject  Chicago 
and  Southern  revenue  to  diversion  in  the  amount  of  $1,- 
617, 63S  (mainly  Chicago-St.  Louis  $517,841,  Chica^o- 
Memphis  $433,185,  St.  Louis-Houston  $298,236  and  Little 
Rock-Chicago  $144,131). 

In  an  analysis  designed  to  rebut  Mid-Continent’s  exhibit 
purporting  to  show  that  the  Parks  routes  overlap  20  per¬ 
cent  of  Mid-Continent’s  total  route  mileage,  Chicago  and 
Southern  contends  that  by  the  same  criteria  the  Parks 
routes  overlap  24  percent  of  Chicago  and  Southerns 
domestic  route  mileage. 

Chicago  and  Southern  shows  that  the  total  25-mile 
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radius  population  in  the  cities  served  by  its  domestic 
route  system  is  13,356,870,  of  which  the  points  also  in¬ 
cluded  in  the  Parks  system  comprise  60  percent,  or  8,071,- 
614.  Using  this  same  method  it  finds  that  Braniff’s  do¬ 
mestic  system  has  a  25-mile  radius  1940  population  of 
10,245, 1S9,  of  which  the  points  common  with  the  Mis¬ 
sissippi  Valley  routes  comprise  1,S54,194,  or  IS  percent. 
Mid-Continent  has  a  total  of  25-mile  radius  population 
of  6,S36,443,  of  which  the  points  common  with  the  three 
Parks  routes  comprise  4,249,656,  or  62  percent. 

The  Mid-Continent-Parks  common  cities  total  11  with 
a  population  of  4,249,656,  while  the  Chicago  and  Southern- 
Parks  common  cities  total  S  with  a  population  of  8,071,- 
614,  and  the  Braniff-Parks  common  cities  (Mississippi 
Valley  Route)  total  6  with  a  population  of  1,854,194. 

Continental.  This  applicant  is  a  permanently  certifi¬ 
cated  air  carrier  that  conducts  operations  in  an  area 
extending  between  Denver,  Kansas  City,  San  Antonio,  and 
El  Paso.  It  applies  for  authority  to  operate  over  the 
Mississippi  Valley  routes. 

Continental  undertakes  to  show  that  this  route  should 
not  be  awarded  to  an  applicant  that  intends  to 
5791  use  single-engine  aircraft  because  it  is  economically 
stronger  than  many  of  the  feeder  routes  already 
operating  with  DC-3  equipment.  It  compares  this  route 
with  its  own  existing  system  and  the  routes  of  7  feeder 
airlines  (  Pioneer,  Southwest,  Piedmont,  West  Coast,  Mon¬ 
arch,  Challenger  and  Empire)  and  points  out  that  this 
route  ranks  first  in  number  of  cities  served,  third  in  route 
miles  served,  second  in  total  population  served,  third  in 
average  population  served  and  second  in  population  per 
route  mile  served.  Continental’s  witness  expressed  the 
opinion  that  the  Board  should  not  refuse  to  permit  a  trunk¬ 
line  carrier  to  operate  a  feeder  line  system,  on  the  ground 
that  a  trunkline  carrier  already  has  an  existing  organiza¬ 
tion  with  tested  operating,  maintenance  and  administra¬ 
tive  facilities,  that  its  cost  per  mile  are  known,  and  that 
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as  the  best  qualified  carrier  it  will  be  spurred  on  to  rpake 
the  experiment  a  success  during  its  temporary  authoriza¬ 
tion,  yet  it  will  be  able  to  reduce  costs  and  mail  pay  re¬ 
quirements  to  amounts  considerably  lower  than  those  of 
any  feeder  line  carrier.  Continental  takes  the  position 
that  it  is  the  best  fitted  of  the  four  trunkline  applicants 
for  the  Mississippi  Valley  route.  Continental  further 
opines  that  Braniff  or  Chicago  and  Southern,  each  of 
which  has  a  domestic  system  already  larger  than  that  of 
Continental  as  well  as  a  route  to  Latin  America,  would 
not  be  as  suitable  an  operator  of  feeder  type  service  as 
is  Continental  because  with  its  smaller  size  Continental 
would  have  more  incentive  and  ability  to  develop  service 
over  feeder  routes. 

Continental  submits  operating  plans  based  on  two  round 
trips  daily  over  the  proposed  routes  with  DC-3  aircraft. 
Its  plans  provide  for  4,674  scheduled  miles  daily,  of  which 
it  expects  to  complete  96  percent  or  a  total  of  1,637,770 
revenue  miles  yearly.  Continental  estimates  that  it  would 
obtain  a  passenger  load  factor  of  31  percent.  Its  proposed 
operations  are  expected  to  require  four  aircraft.  Conti¬ 
nental  estimates  that  its  passenger  revenue  would  total 
$591, S90  a  year  during  the  first  year  of  operation.  It 
based  its  passenger  estimate  of  6.5  per  mile  during  the 
first  year  upon  a  study  of  the  traffic  experience  of  7  feeder 
airlines  (Challenger,  Empire,  Monarch,  Piedmont,  Pioneer, 
Southwest  and  West  Coast)  during  the  12  months  ending 
March  31,  1949,  wdien  they  obtained  an  average  of  6.2 
passengers  per  mile.  The  revenue  estimate  is  based  upon 
a  yield  of  $.0556  per  revenue  passenger  mile,  which  Con¬ 
tinental  obtained  on  its  system  during  the  12  months  end¬ 
ing  March  31, 1949.  Continental  estimates,  express,  freight 
and  excess  baggage  revenue  of  $39,566  for  the  first  year 
of  operation,  on  the  basis  its  ratio  of  these  revenues  to 
volume  of  business  during  the  first  6  months  of  1949. 
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Thus,  total  operating  revenues  would  be  $631,456,  or  38.56£ 
per  mile  for  the  first  year. 

5792  Continental  estimates  that  its  operating  expenses 
would  total  $1,226,899,  or  74.91  cents  per  mile  dur¬ 
ing  the  first  year.  This  includes  estimated  per  mile  ex¬ 
penses  for  flying  operations  at  28  cents,  direct  maintenance 
flight  equipment  at  7  cents  (both  based  on  Continental’s 
experienced  cost  during  the  first  6  months  of  1949),  and 
depreciation  flight  equipment  at  3  cents  (based  on  depre¬ 
ciation  of  four  DC-3  aircraft  over  a  3-year  period  with  5 
percent  residual  value),  ground  operations  at  17  cents 
(based  on  additional  estimated  station  expenses  at  three 
points  and  expenses  of  new  stations  at  16  points),  ground 
and  indirect  maintenance  at  3.4  cents  on  the  basis  of 
Continental’s  cost  per  revenue  mile  during  the  first  6 
months  of  1949,  passenger  service  at  3.6  cents  on  the 
basis  of  Continental’s  experience  during  the  first  6  months 
with  an  estimated  reduction  of  food  cost  due  to  serving 
of  beverages  only  on  the  proposed  operation,  traffic  and 
sales  at  4.7  cents  to  cover  expenses  at  new  stations  and 
added  traffic  solicitation  at  Memphis,  Burlington,  St.  Louis 
and  Tulsa,  advertising  and  publicity  at  5.3  cents  on  the 
basis  of  the  cost  thereof,  general  and  administrative  at 
1.9  cents  and  depreciation  ground  equipment  at  1.4  cents. 
On  the  basis  of  the  above  estimates  mail  pay  required  to 
break  even  would  be  $595,443,  or  36.35  cents  per  mile 
for  the  first  vear.  Continental  estimates  that  it  would 
require  a  total  additional  capital  investment  of  $451,604, 
consisting  of  $140,000  for  flight  equipment  (4  DC-3  air¬ 
planes  at. $35, 000  each),  $12,000  station  communication 
equipment,  $14,960  hangar,  shop  and  ramp  equipment, 
$30,838  office  furniture  and  fixtures,  $10,640  improvements 
to  leased  property,  making  ground  equipment  total  of 
$68,438.  It  estimates  preoperating  expenses  at  $50,000 
and  working  capital  at  $193,166  (to  cover  2  months  ex¬ 
penses  of  $204,484  less  depreciation  of  $11,318).  During 

the  second  vear  Continental  would  increase  its  total  reve- 
•» 
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nue  mileage  slightly  and  would  expect  to  increase  its  pas¬ 
senger  load  factor  to  35.7  percent.  It  estimates  that  its 
total  break-even  mail  pay  requirement  would  be  $590,816, 
or  34.23  cents  per  mile  during  that  year. 

Continental  presents  a  study  designed  to  show  that  its 
local  service  operation  between  Denver  and  Kansas  City 
is  comparable  to  the  Mississippi  Valley  route.  It  points 
out  that  this  Continental  route  has  a  total  population  of 
1,629,300,  has  9  cities  with  an  average  population  of  131,- 
033,  has  677  route  miles  with  population  of  2,407  per  route 
mile,  an  average  distance  between  stops  of  84.6  miles  and 
an  average  number  of  passengers  per  trip  of  6.9  on  one 
trip  and  7.6  on  the  other  trip.  In  comparison,  the  pro¬ 
posed  Mississippi  Valley  route  would  have  a  total  popu¬ 
lation  of  4,100,700,  and  25  cities  with  average  population 
of  164,028.  It  covers  1,439  route  miles  with  population 
per  route  mile  of  2,850  and  an  average  distance  between 
stops  of  57.6  miles. 

5793  Continental  takes  the  position  that  its  present 
system  is  comparable  to  that  of  a  feeder  airline 
and  presents  studies  comparing  its  present  routes  with 
those  of  7  other  carriers  (South-west,  Piedmont,  Pioneer, 
West  Coast,  Monarch,  Challenger,  and  Empire).  In  a 
ranking  with  respect  to  various  economic  characteristics, 
Continental’s  present  system  is  first  among  these  carriers 
with  respect  to  number  of  cities  served,  first  with  respect 
to  route  miles  served,  fourth  with  respect  to  total  popu¬ 
lation  served,  third  with  respect  to  average  population 
served  and  sixth  with  respect  to  population  per  route 
mile  served. 

To  support  its  contention  that  it  could  operate  the  Mis¬ 
sissippi  Valley  route  at  less  cost  than  a  feeder  airline, 
Continental  compares  its  DC-3  direct  operating  costs  over 
its  present  system  of  34  cents  per  mile  during  the  year 
ending  December  31, 1948,  with  those  of  other  feeders  dur¬ 
ing  that  year  (Challenger  44  cents,  Empire  45  cents,  Mon¬ 
arch  47  cents,  Pioneer  42,  Southwest  50,  West  Coast  49). 
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Continental  further  argues  that  its  mail  pay  would  be 
much  less  than  mail  rates  now  in  effect  for  certain  feeder 
airlines,  pointing  out  that  it  proposes  a  mail  rate  of  36 
cents  during  the  first  year  in  comparison  with  present 
mail  rates  of  65  cents  for  Challenger,  Empire  and  Monarch 
and  48  cents  for  Pioneer,  55  cents  for  Southwest,  and  70 
cents  for  West  Coast. 

During  the  6  months  ending  June  30,  1949,  Continental 
flew  a  total  of  2,825,927  revenue  miles.  Its  revenues 
totaled  $2,514,639  or  89  cents  per  mile  (24  cents  mail,  65 
cents  nonmail).  Its  operating  expenses  totaled  $2,725,- 
656  or  96  cents  per  mile.  It  had  a  net  loss  after  taxes 
of  $143,884. 

Continental-Southern.  This  applicant  seeks  the  Mis¬ 
sissippi  Valley  and  Great  Lakes  routes.  The  company, 
formerly  known  as  Southern  Bus  Lines,  Inc.,  has  a  system 
of  intercity  bus  lines  covering  the  area  between  St.  Louis, 
Mobile  and  Houston.  It  is  a  Louisiana  Corporation  or¬ 
ganized  in  1945  on  the  merger  of  three  bus  companies 
that  had  been  in  business  since  1921,  1928  and  1935,  re¬ 
spectively.  The  applicant  operates  5,428  route  miles  us¬ 
ing  270  buses.  During  the  period  from  December  1945 
to  November  1946  it  operated  a  scheduled  intrastate  air 
service  between  Monroe  and  New  Orleans  via  Alexandria 
and  Baton  Rouge,  and  during  a  month  period  it  operated 
from  New  Orleans  to  Shreveport  via  4  intermediate  points. 
Cessna  5  place  aircraft  were  used  for  6  months  and  10 
place  Beechcraft  for  the  other  6  months.  A  total  of 
487,921  passenger  miles  were  flown  in  these  operations. 
Passenger  revenue  was  $24,585,  operating  expenses  $50,- 
251,  net  loss  $25,666. 

Continental  Southern  plans  on  setting  up  an  air  division 
with  a  complete  airline  staff.  It  asserts  that  its  air  divi¬ 
sion  would  be  integrated  with  the  bus  operation  by  use 
of  interchangeable  tickets,  joint  rates,  joint  information 
facilities,  joint  advertising,  joint  handling  of  insurance 
matters,  joint  use  of  office  space,  joint  policing  and  prop- 


333 


erty  protection,  coordinated  public  relations,  joint  pur¬ 
chasing,  joint  shop  facilities  for  some  equipment, 
5794  joint  traffic  and  scheduling  department,  joint  medi¬ 
cal  department  and  joint  use  of  executive  and  super¬ 
visory  personnel.  It  would  plan  on  coordinating  its  bus 
and  airline  schedules.  To  show  that  the  Air  Division 
will  be  supplementary  to  the  bus  operation,  Continental 
Southern  asserts  that  it  now  has  through-traffic  betjveen 
market  centers  that  requires  higher  speed  that  cap  be 
attained  if  maximum  service  to  other  traffic  is  to  be  gfven. 
Air  operations  would  provide  higher  speed  service  to 
care  for  this  traffic,  and  it  could  thus  improve  its  bus 
service  by  concentrating  on  other  operations. 

Continental  Southern  is  owned  and  controlled  by  Trans¬ 
continental  Bus  System,  Inc.,  a  Delaware  Corporation 
with  offices  in  Dallas,  Texas.  The  parent  company  also 
conducts  bus  operations  and  in  addition  controls  Conti¬ 
nental  Bus  System,  Inc.,  West  Coast  Bus  Lines,  Inc.,  and 
Southern  Kansas  Greyhound  Lines,  Inc.  Total  operations 
exclusive  of  Continental  Southern  extend  over  a  vast  area 
bounded  by  Chicago,  Corpus  Christi,  and  Los  Angeles. 
Operations  are  conducted  over  15,282  route  miles  with 
676  buses.  Mercury  Airlines,  the  aviation  division  of  one 
of  Transcontinental’s  subsidiaries  (Continental  Bus  Sys¬ 
tem,  Inc.,)  provided  scheduled  intrastate  air  service  in 
Texas,  using  DC-3  aircraft,  from  August  1946  to  July  1947. 

Continental  Southern  plans  on  providing  service  with 
DC-3  aircraft.  Some  points  would  be  provided  with  one 
round  trip  daily  and  some  with  two  with  the  average  of 
1.6.  Its  plans  look  toward  a  total  of  6,919  daily  scheduled 
miles  over  2,129  route  miles.  It  expects  a  performance 
factor  of  93%.  Revenue  mileage  would  total  2,351,685 
yearly.  Southern  Bus  analyzed  the  experience  of  seven 
feeder  airlines  during  their  first  year  of  operation,  and 
constructed  its  estimates  on  the  basis  of  their  average  ex¬ 
penses  of  93  cents  per  revenue  plane  mile.  It  estimates 
that  annual  operating  expenses  would  range  from  $2,065,- 
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712  yearly  for  a  15  percent  load  factor  to  $2,303,989  for 
a  40  percent  load  factor.  Commercial  revenues  would 
range  from  $470,818  for  a  15  percent  load  factor  to  $1,- 
211,578  for  a  30  percent  load  factor. 

Continental  Southern  estimates  that  the  total  investment 
required  for  the  two  routes  it  seeks  would  be  $1,263,050 
($406,000  for  6  DC-3  aircraft  and  spare  radios,  engines, 
propellers,  and  parts,  $157,050  for  ground  equipment, 
$200,000  for  personnel  training  and  familiarization,  $500,- 
000  for  working  capital).  It  asserts  that  it  has  three 
sources  of  this  capital.  First,  it  would  obtain  loan  financ¬ 
ing.  The  applicant  points  out  that  it  has  had  an  average 
income  of  $482,000  for  the  past  10  years  and  that  it  has 
unincumbered  tangible  assets  of  over  $2,000,000.  In  ad¬ 
dition,  it  contends  that  its  route  franchises,  while  carried 
at  a  nominal  value  on  the  balance  sheet,  are  worth  over 
$1,500,000.  Its  balance  sheet  of  June  30,  1949,  showed 
assets  of  $3,462,170,  liabilities  of  $1,314,876,  and  net 
■worth  of  $2,147,294.  Second,  the  applicant’s  parent 
5795  corporation,  Transcontinental  Bus  Company,  is 
willing  to  lend  its  money  for  this  venture  (that  car¬ 
rier’s  balance  sheet  as  of  July  31,  1949,  showed  assets  of 
$16,983,921,  liabilities  of  $14,654,475,  and  net  worth  of 
$2,329,446).  Third,  it  believes  it  could  use  cash  on  hand. 
As  of  June  1949,  it  had  current  assets  of  $1,172,106  and 
current  liabilities  of  $897,728.  It  expected  to  increase  its 
cash  on  hand  by  $400,000  by  the  end  of  1949. 

All  of  the  capital  stock  of  Continental  Southern  and 
Transcontinental  is  owned  by  persons  whose  addresses  are 
in  the  United  States  and  these  companies  appear  to  be 
citizens  of  the  United  States  within  the  meaning  of  the 
Act. 

Mid-Continent.  This  applicant,  an  existing  trunkline 
engaged  primarily  in  north-south  air  transportation 
through  an  area  west  of  Chicago  requests  approval  by 
the  Board  of  a  contract  between  it  and  Oliver  L.  Parks 
whereby  it  would  acquire  control  of  Parks  Air  Lines,  Inc., 


and  a  supplemental  operating  agreement  between  Mid- 
Continent  and  Parks  Air  Lines,  Inc.  In  the  alternative 
it  asks  that  Mid-Continent  be  issued  a  certificate  for  the 
North  Central,  Great  Lakes,  and  Mississippi  Valley  routes. 

The  acquisition  agreement  was  executed  May  5,  1949, 
and  has  been  approved  by  Mid-Continent’s  directors.  It 
provides  that  Mid-Continent  will  exchange  shares  of  Mid- 
Continent  stock  for  Parks  stock  with  the  present  share¬ 
holders  of  Parks  at  the  rate  of  one  Mid-Continent  share 
for  2.4  Parks  shares  (Mr.  Parks  was  authorized  by  the 
other  stockholders  of  Parks  to  exchange  their  shares  on 
this  basis). 

This  ratio  of  1  to  2.4  is  the  ratio  between  the  market 
value  of  Mid-Continent’s  stock  and  the  book  value  of 
that  of  Parks.  As  of  February  28,  1949,  Mid-Continent 
had  395,819  shares  of  $1  per  value  stock  outstanding.  As 
of  April  15,  1949,  the  market  value  of  any  substantial 
number  of  shares  of  stock  was  considered  to  be  approxi¬ 
mately  $6  each.  (The  balance  sheet  of  Mid-Continent  as 
of  April  30,  1949,  showed  a  book  value  per  common  share 
of  $4.60).  A  total  of  32,392  shares  of  $2  per  value  com¬ 
mon  stock  of  Parks  was  outstanding  as  of  April  15,  1949. 
The  balance  sheet  of  Parks,  as  of  March  31,  1949,  showed 
a  book  value  of  $2.50  per  share.  There  has  been  no  trad¬ 
ing  in  the  shares  of  Parks  to  establish  its  market  vafue. 
The  agreement  is  by  its  terms,  conditional  upon  its  ap¬ 
proval  by  the  Board. 

5796  A  further  agreement,  signed  June  14,  1949,  be¬ 
tween  Mid-Continent  and  Parks  Air  Lines  refers 
to  the  agreement  of  May  5,  1949,  between  Oliver  Parks 
and  Mid-Continent  and  provides  for  the  operation  of  air¬ 
craft  over  the  Parks’  routes  with  aircraft  owned  and  main¬ 
tained  by  Mid-Continent  and  with  Mid-Continent  crews. 
Mid-Continent  will  lease  to  Parks  such  aircraft  and  flight 
crews  for  such  period  of  time  as  may  be  determined  by 
mutual  agreement.  Mid-Continent  agrees  to  make  avail¬ 
able  such  number  of  aircraft  and  crews  as  may  be  re- 
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quired  to  provide  adequate  service  over  the  Parks  routes. 
The  lease  of  any  aircraft  is  to  become  effective  upon  de¬ 
livery  to  Parks  and  to  terminate  upon  delivery  of  the 
aircraft  back  to  Mid-Continent  with  the  parties  to  desig¬ 
nate  certain  persons  who  shall  have  authority  to  accept 
and  deliver  the  aircraft  and  to  record  the  period  of  time 
they  have  been  under  lease.  Flights  over  the  routes  of 
Parks  shall  be  under  the  operational  control  of  Parks, 
which  shall  have  the  exclusive  right  to  fix  the  scheduled 
stops  to  be  made  on  its  routes,  with  Mid-Continent  hav¬ 
ing  no  right  to  determine  whether  any  of  the  Parks  flights 
shall  be  operated  or  cancelled.  Mid-Continent  will  main¬ 
tain  the  aircraft  or  cause  them  to  be  maintained  and  will 
pay  Parks  for  emergency  repairs  or  maintenance,  which 
expense  shall  be  deemed  an  expense  of  Mid-Continent  in 
the  maintenance  of  the  interchange  of  aircraft.  In  deter¬ 
mining  the  rental  Parks  shall  be  responsible  for  pas¬ 
senger  liability,  public  liability  and  property  damage  in¬ 
surance.  Parks  will  pay  rental  at  an  agreed  rate  per  hour 
of  Parks  flight  time,  a  separate  rate  to  be  established 
for  each  type  of  aircraft  and  such  rate  to  be  applied  to 
the  total  flight  time  for  that  type  of  aircraft.  Rental 
rates  shall  be  subject  to  review  at  the  request  of  either 
party.  The  rental  payments  will  cover  direct  aircraft 
operating  cost,  maintenance,  repair  and  overhaul  of  equip¬ 
ment,  depreciation  and  obsolescence  of  equipment,  a  fair 
return  to  Mid-Continent  upon  its  investment  on  the  air¬ 
craft  during  time  in  possession  of  Parks,  including  re¬ 
turn  on  a  proportionate  part  of  equipment  and  spare 
parts.  The  rentals  will  not  cover  unusual  costs  occasioned 
by  Parks  operation. 

At  the  stations  served  by  both  Mid-Continent  and  Parks, 
Mid-Continent  will  maintain  the  stations  and  be  paid  by 
Parks  a  monthly  fee  to  cover  a  proportion  of  Mid-Conti¬ 
nent’s  costs  at  such  stations  based  on  the  number  of 
scheduled  flights  in  and  out  of  the  station.  At  stations 
not  served  by  Mid-Continent  on  the  Parks’  routes,  the 
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station  costs  will  be  borne  by  Parks.  The  agreement  pro¬ 
vides  that  Parks’  operational  manager  and  its  traffic  a^id 
sales  manager  will  be  appointed  and  their  expenses  p^id 
and  borne  entirely  by  Parks ;  and  further,  that  when  Mid- 
Continent  officers,  department  heads  or  other  executi 
are  employed  in  similar  executive  and  administrative 
pacities  for  Parks,  the  compensation  for  services 
formed  for  Parks  will  be  paid  directly  to  them 
Parks. 

5797  Testimony  at  the  hearing  showed  that 

nent  plans  that  its  president,  vice  president, 
urer  and  department  heads  (director  of  personnel 
publicity  and  superintendent  of  communications)  will 
form  similar  functions  for  Parks  and  will  be  paid 
mately  30  percent  extra  for  the  added  work  on  the 
routes. 

To  support  its  contention  that  its  routes  and  those  of 
Parks  can  easily  be  integrated  Mid-Continent  shows  that 
twelve  cities  are  common  to  the  two  systems  (Minneapo¬ 
lis,  St.  Paul,  Rochester,  Des  Moines,  Ottumwa,  Hannibal- 
Quincy,  St.  Louis,  Tulsa,  Joplin,  Kansas  City,  Sioux  City 
and  Jefferson  City)  all  of  which  except  Jefferson  City 
are  presently  served  by  Mid-Continent. 

Mid-Continent  further  contends  that  the  two  systems 
overlap  to  the  extent  that  the  Parks  system  duplicates 
20%  of  Mid-Continent’s  routes.  Mid-Continent’s  total 
system  mileage  (with  common  segments  on  two  or  more 
routes  added  only  once)  is  3,462,  of  which  745  is  dupli¬ 
cated  by  Parks  (72  miles  from  Twin  Cities  to  Rochester, 
96  miles  from  Des  Moines  to  Waterloo,  69  miles  from  D^s 
Moines  to  Ottumwa,  93  miles  from  Quincy  to  St.  Lou:s, 
9S  miles  from  St.  Louis  to  Jefferson  City,  102  miles  from 
Joplin  to  Tulsa  and  215  miles  from  Kansas  City  to  TulSa. 
Mid-Continent  presents  plans  of  operation  based  upon  the 
provision  of  from  two  to  three  round-trips  daily  over  the 
routes  awarded  to  Parks  in  the  North  Central  and  Great 
Lakes  Area  cases.  It  presents  tentative  schedules  but  no 
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other  plans  of  operation  over  the  Mississippi  Valley  route. 
Mid-Continent  plans  to  establish  fares  at  a  base  rate  of 
5.9£  per  mile  subject  to  adjustment  for  unusual  situa¬ 
tions  caused  by  such  problems  as  competitive  situations 
and  circuitousness  of  routes.  Mid-Continent  states  that 
it  expects  to  operate  all  the  segments  of  the  North  Central 
and  the  Great  Lakes  route  as  rapidly  as  aircraft  can 
be  secured  and  personnel  trained;  that  no  immediate 
action  would  be  taken  with  respect  to  the  non-certificated 
section  of  Parks’  section,  i.e.,  that  awarded  in  the  Missis¬ 
sippi  Valley  Case,  but  contact  would  be  maintained  with 
the  cities  involved  and  when  the  airport  situation  im¬ 
proved  to  the  point  where  operation  would  be  feasible, 
Mid-Continent  would  apply  for  a  certificate  covering  these 
segments. 

As  of  April  30,  1949,  Mid-Continent  had  13  Douglas 
DC-3  aircraft  which  were  carried  on  its  books  at  a  total 
value  of  $255,388  (first  cost  $1,204,959,  less  depreciation 
of  $949,571).  It  had  37  engines  and  various  other  equip¬ 
ment  in  connection  with  these  aircraft.  At  the  time  of 
the  hearing,  it  had  acquired  two  more  DC-3  airplanes. 

Mid-Continent  presents  estimates  of  the  revenues  and 
added  expenses  expected  from  operations  over  the  Parks 
system.  It  estimates  that  a  feeder  newly  entering  the 
field,  on  the  basis  of  past  experience,  could  expect  a  load 
factor  of  about  25  percent.  However,  Mid-Continent  ex¬ 
pects  a  30  percent  load  factor.  It  believes  that  it  would 
obtain  somewhat  better  results  than  other  feeders 
5798  generally  in  the  first  year  because  of  its  advantage 
in  having  personnel  experienced  in  the  art  of  han¬ 
dling  flights  and  because  of  integration  between  its  pres¬ 
ent  system  and  the  Parks  system.  Mid-Continent  esti¬ 
mates  daily  scheduled  miles  of  8,542,  and  an  operating 
performance  of  94.69%  (based  on  1948  feeder  airline 
experience).  On  this  basis,  annual  revenue  miles  flown 
would  be  2,952,273.  Using  21  seat  DC-3  aircraft,  a  load 
factor  of  30%  is  estimated  to  result  in  total  non  mail 
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revenue  of  36.7  cents  per  mile  (35.7  cents  passenger  reve¬ 
nue,  one  cent  other).  Operating  expenses  are  estimated 
at  84.8^  per  airplane  mile  (direct  flying  expenses  off  43 
cents,  indirect  expenses  of  41  cents),  and  amortization  of 
pre-operational  expenses  at  the  amount  of  1.6  cents.  The 
net  loss  before  mail  pay  would  be  49.7  cents  per  niile. 
The  total  operating  expenses  are  estimated  at  $2, 5031721 
per  year,  amortization  of  pre-operational  expenses  at  $47,- 
330,  and  net  loss  before  mail  pay  at  $1,466,327. 

Mid-Continent  estimates  that  its  capital  requirements 
for  supplies  and  equipment  would  total  $491,716.  This 
includes  allowance  of  $360,000  for  9  DC-3  aircraft,  $261500 
for  spare  engines  and  aircraft  accessories,  $20,000  for 
hangar  and  shop  equipment,  $44,000  for  ground  radio 
equipment,  $20,233  for  ramp  equipment,  $20,9S3  for  office 
equipment.  Mid-Continent  estimates  that  its  capital  re¬ 
quirements  will  also  include  1 */>  months  cash  operating 
expenses,  which  it  computes  by  reducing  the  estimated 
annual  expenses  of  $2,503,721  by  the  figure  for  deprecia¬ 
tion  of  ground  equipment,  resulting  in  an  annual  cash 
operating  expense  of  $2,481,879.  On  this  basis  V/>  months 
cash  operating  expense  would  be  $310,235. 

Mid-Continent  estimates  that  operating  results  and  capi¬ 
tal  requirements  would  be  substantially  the  same  for  oper¬ 
ation  of  the  services  with  Parks  as  a  subsidiary  of  Mid- 
Continent  or  with  Mid-Continent  holding  a  certificate  in 
its  own  right. 

Mid-Continent  presents  an  estimate  of  the  diversion 
that  would  result  from  other  carriers  by  its  operations  ever 
the  Parks  routes.  According  to  this  estimate  the  total 
revenue  diverted  would  be  $3,495  monthly  on  the  basis  of 
the  March  and  September  1947  traffic.  Specifically,  Mid- 
Continent  estimates  that  it  would  divert  90  of  the  322  pas¬ 
sengers  monthly  between  Chicago  and  Madison  carried 
by  Northwest  and  Wisconsin  Central,  or  revenue  of  $675; 
20  of  the  100  passengers  carried  by  Northwest  between 
Chicago  and  La  Crosse  for  revenue  of  $284;  50  of  the 
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113  passengers  carried  by  Northwest  between  Madison  and 
La  Crosse  for  revenue  of  $335;  3  of  the  6  passengers 
carried  by  United  between  Moline  and  Cedar  Rapids  for 
revenue  of  $13;  60  of  the  307  passengers  carried  by  Ameri¬ 
can  and  Chicago  and  Southern  between  Peoria  and  St. 
Louis  for  a  revenue  of  $522;  4  of  the  7  passengers  carried 
by  Braniff  between  Burlington  and  Moline  for  a  revenue 
of  $14;  60  of  the  342  passengers  carried  by  American 
between  St.  Louis  and  Springfield,  Missouri,  for  a  reve¬ 
nue  of  $723;  and  60  of  the  283  passengers  carried  by 
American  between  St.  Louis  and  Joplin  for  a  revenue 
of  $930. 

5799  This  estimate  assumes  that  there  would  be  no 
diversion  on  a  number  of  segments  because  Mid- 
Continent’s  service  would  be  so  much  less  frequent  and  so 
circuitous  in  comparison  with  the  existing  service.  For 
example,  between  Chicago  and  Twin  Cities  the  historical 
traffic  on  the  basis  of  the  1947  surveys  was  7,865  pas¬ 
sengers.  Mid-Continent  points  out  that  Northwest  has 
11  flights  in  each  direction  between  these  points  that  use 
DC-3,  DC-4  and  202  aircraft  with  an  average  number  of 
.8  stops  per  flight  and  with  16  non-stop  flights,  whereas 
Mid-Continent  vrould  propose  to  operate  two  flights  in 
each  direction  over  the  Parks  route  between  these  points 
with  an  average  number  of  5  stops  per  flight.  Mid-Conti¬ 
nent  does  not  believe  that  it  would  obtain  any  of  the 
Chicago-Twin  Cities  traffic  under  such  circumstances. 

Mid-Continent  also  presents  data  designed  to  indicate 
the  diversion  that  the  other  applicants  would  effect  from 
Mid-Continent  if  their  respective  proposals  were  approved. 
It  concludes  that  Chicago  and  Southern  would  divert  214 
interline  passengers  monthly  as  of  May  1949  (180  at 
Sioux  City  and  100  at  Waterloo)  that  represented  $2,959 
revenue  and  that  on  competitive  segments  it  would  divert 
1,008  passengers  (213  Minneapolis-Rochester,  125  Des 
Moines- Waterloo,  28  Des  Moines-Ottumwa,  66  Quincv-St. 
Louis,  130  Joplin-Tulsa  and  446  Kansas  City-Tulsa)  that 
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represented  revenues  amounting  to  $9,168.  In  reaching 
this  estimate  Mid-Continent  assumes  that-  Chicago  and 
Southern  would  divert  50%  of  the  passengers  moving  (aver 
the  first  five  of  the  above-named  segments  and  25%  of 
that  between  Kansas  City  and  Tulsa.  Mid-Continent  Esti¬ 
mates  that  Wisconsin  Central  would  divert  152  passengers 
monthly  between  the  Mid-Continent  cities  and  points;  off 
the  Mid-Continent  system  that  represented  revenue  in 
May  1949  of  Mid-Continent  of  $1,890,  and  259  passengers 
that  move  over  competitive  segments  (106  of  the  426  be¬ 
tween  Minneapolis  and  Rochester,  125  of  the  250  between 
Des  Moines  and  Waterloo  and  28  of  the  56  between  Des 
Moines  and  Ottumwa)  representing  revenue  of  $13,343.  It 
estimates  that  Turner  would  divert  139  interline  passengers 
and  259  passengers  over  competitive  segments  or  a  total 
revenue  of  $3,149;  that  Ozark  would  divert  139  interline 
passengers  and  790  over  competitive  segments  or  traffic 
representing  a  total  revenue  of  $8,627;  and  that  Braniff 
or  Continental  would  divert  642  passengers  over  competi¬ 
tive  segments  that  represented  revenue  of  $7,369,  in  May 
1949. 

In  May  1942,  when  a  substantial  part  of  the  various  air 
carriers’  equipment  was  made  available  to  the  military 
authorities,  passenger  service  over  Route  48  was  discon¬ 
tinued.  Mid-Continent  decided  to  attempt  to  provide  a 
limited  service  to  transport  mail  over  the  route  with 
single-engine  equipment  and  offered  such  service  between 
Minneapolis  and  Des  Moines,  St.  Louis  and  Minneapolis- 
Des  Moines-  Kansas  City.  Two  single-engine  Stinson  and 
a  Waco  aircraft  were  used  in  providing  this  service. 
Operations  were  conducted  from  August  1942  to  April 
1943.  The  performance  factor  ranged  from  52%  in  De¬ 
cember  1942  to  90%  in  August  1942.  During  this  ssame 
period  the  average  performance  factor  over  the  remainder 
of  Mid-Continent’s  system  where  two-engine  equipment 
was  used  was  95%. 

5800  Ozark .  Ozark  Air  Lines  is  a  corporation  formed 

under  the  laws  of  the  State  of  Missouri  bv  Messrs. 
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Laddie  H.  D.  Hamilton,  Barak  T.  Mattingly,  and  Floyd 
W.  Jones.  Ozark  was  an  applicant  and  participated  in 
the  original  hearing  in  the  Mississippi  Valley  Case.  It 
now  proposes  operations  over  the  Mississippi  Valley  routes 
and  also  the  North  Central  and  Great  Lakes  routes.  Ozark 
conducted  a  scheduled  intrastate  passenger  and  cargo 
operation  in  Missouri  from  January  to  November,  1945. 
Mr.  Laddie  H.  D.  Hamilton,  President  of  Ozark,  has  had 
experience  since  1926  in  the  automobile,  garage,  and  motor 
bus  businesses.  He  was  with  MoArk  Coach  Lines  of 
Springfield,  Missouri,  from  1934  to  1937,  spending  2  years 
at  Springfield  and  2  years  at  Florence,  Alabama,  as  man¬ 
ager  of  the  Southern  Lines  of  MoArk  Trailways.  In  1937 
he  purchased  Dixie  Coaches,  Inc.,  an  interstate  bus  line 
that  served  Mobile,  Tuscaloosa,  Florence,  and  Birmingham, 
Alabama,  and  Columbus,  Mississippi,  and  that  had  head¬ 
quarters  at  Tuscaloosa.  When  Mr.  Hamilton  purchased 
the  company  it  was  in  bankruptcy  but  in  a  few’  months 
thereafter  it  operated  at  a  profit  and  had  all  new  buses 
to  replace  worn  out  equipment.  In  1942  Mr.  Hamilton 
sold  the  company  to  the  Southeastern  Greyhound  Lines 
of  Lexington,  Kentucky,  in  whose  employ  he  remained  as 
regional  manager  of  the  Tuscaloosa  Division.  Mr.  Hamil¬ 
ton  resigned  from  this  position  in  1946  in  order  to  devote 
full  time  to  his  aviation  interest  in  Ozark  Air  Lines  and 
Dixie  Air,  Inc.  Mr.  Hamilton  has  had  a  pilots  license 
since  1928  and  now  holds  a  commercial  pilot’s  license 
with  instructor  ratings.  During  the  war  Mr.  Hamilton 
devoted  approximately  half  of  his  time  for  a  year  to 
w’ork  as  a  flight  instructor  for  the  Alabama  Institute  of 
Aeronautics.  In  May  1945  Mr.  Hamilton  and  two  asso¬ 
ciates  purchased  the  lease  and  equipment  of  the  Alabama 
Institute  of  Aeronautics  at  Vandegraaff  Field,  Tuscaloosa, 
Alabama.  Dixie  Air,  Inc.,  now  operates  at  this  location, 
and  has  the  agency  for  several  popular  airplanes,  main¬ 
tains  an  up-to-date  parts  and  supply  stock,  and  engages 
in  rebuilding  and  maintenance  of  aircraft  Dixie  Air,  Inc., 
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has  a  large  number  of  flying  students  and  is  operating 
an  approved  CAA  mechanic  school  for  veterans  and  iion- 
veterans.  Mr.  Hamilton  has  been  prominent  in  church, 
civic,  and  social  activities  in  Tuscaloosa. 

Mr.  Joseph  B.  Carl,  Vice  President  of  Ozark  in  charge 
of  traffic,  is  at  present  the  president  and  general  manager 
of  Dixie  Air,  Inc.  Mr.  Carl  has  held  a  pilot’s  license 
since  1937  and  now  holds  a  commercial  pilot’s  license  'vrith 
instructor  ratings.  During  World  War  II,  Mr.  Carl  spent 
approximately  a  year  instructing  at  the  Alabama  Instil  ;ute 
of  Aeronautics,  where  he  served  until  sufficient  instruc¬ 
tors  could  be  trained.  Mr.  Carl  organized  and  servec.  as 
Commanding  Officer  of  a  unit  of  the  Civil  Air  Patrol  at 
Tuscaloosa.  He  set  up  and  personally  supervised  the 
experimental  intra-state  operations  that  Ozark  conducted 
in  Missouri,  including  selection  of  airplanes,  supervision 
of  their  rebuilding,  etc.  Mr.  Carl  is  one  of  the  associates 
of  Mr.  Hamilton  that  purchased  Dixie  Air,  Inc.  From 
May  1945  to  October  1948  Dixie  Air  operated  an  average 
of  1400  hours  a  year  on  a  training  program. 

5S01  Mr.  Barak  T.  Mattingly,  Vice  President,  Legal, 
of  St.  Louis  is  a  veteran  of  World  War  I  and  has 
been  in  the  general  practice  of  law  since  1924.  He  is  a 
senior  member  of  the  law  firm  of  Mattingly,  Berth  old, 
Jones,  and  Richards,  and  is  Vice  President  and  Director 
of  the  St.  Louis  Bachelor  Laundry,  Vice  President  of 
Ozark,  Director  of  Central  Hospital,  St.  Louis,  and  Di¬ 
rector  at  large  of  National  Rivers  and  Harbors  Congress. 

Mr.  Arthur  G.  Heyne,  secretary-treasurer,  has  been  en¬ 
gaged  in  the  practice  of  law  since  January  1935  and  has 
held  various  business  and  governmental  positions  includ¬ 
ing  Director  and  Secretary  of  Carlstrom  Foods,  Inc.,,  of 


St.  Louis,  and  Chairman  and  Member  of  the  Athletic  Com¬ 
mission  of  Missouri.  Messrs.  Hamilton,  Mattingly,  (and 
Carl  testified  at  the  hearing. 

Ozark  presented  alternative  plans  for  conducting  opera¬ 
tions  over  the  proposed  routes,  one  with  single-engine  air- 
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craft  and  the  other  with  DC-3  aircraft.  It  believed  that 
single-engine  aircraft  might  best  suit  the  public  need  if 
there  were  not  suitable  airport  facilities  at  enough  points 
to  justify  service  with  twin-engine  aircraft.  In  the  event 
DC-3  aircraft  would  be  more  suitable,  Ozark  would  provide 
service  with  that  type  of  equipment.  Ozark ’s  plans  are 
based  on  sample  schedules  providing  for  two  round  trips 
daily  at  the  various  points  on  its  proposed  routes.  Its 
revenue  estimates  are  based  on  fares  of  5^  per  mile.  The 
single-engine  plans  were  based  upon  use  of  Cessna  195 
airplanes  in  which  Ozark  would  seat  4  passengers  (one  in 
the  front  seat  and  three  in  the  rear  seat)  in  addition  to 
the  pilot. 

Its  estimates  with  respect  to  single-engine  operation 
include  a  showing  for  the  Mississippi  Valley  routes  of 
cost  estimates  based  on  a  route  mileage  of  1,470  and  a 
total  scheduled  miles  daily  of  5,030.  The  operation  would 
serve  27  points  and  would  have  an  average  mileage  be¬ 
tween  stops  of  55.  Ozark  estimates  that  it  would  need  8 
aircraft  (6  in  use  and  2  spares)  and  expects  that  it  would 
experience  an  average  block  to  block  speed  of  135  miles 
per  hour,  that  85  percent  of  scheduled  flights  would  be 
completed,  making  the  completed  mileage  4,275  per  day  or 
130,031  per  month.  It  estimates  nonrevenue  flying  at  3 
percent  of  completed  schedules  or  128  per  day  and  3,900 
per  month.  On  this  basis  total  estimated  miles  flown 
would  be  4,403  per  day,  133,931  per  month,  and  1,607,172 
per  year.  Flying  operation  costs  are  estimated  at  $12,249 
per  month  or  .09  per  mile.  Flight  equipment  operating 
expenses  are  estimated  at  $4,520  per  month  or  .03  per  mile. 
Depreciation  of  aircraft  and  shop  equipment  is  estimated 
at  $3,308  per  month  or  .02  per  mile.  Depreciation  of 
ground  equipment  is  estimated  at  $1,212  per  month  or 
.009  per  mile  and  indirect  costs,  administrative,  are  esti¬ 
mated  at  $29,841  per  month  or  .22  per  mile.  On  this  basis 
Ozark  estimates  that  its  costs  for  this  route  system  would 
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be  $51,129  per  month  or  .38  per  mile.  Capital  in- 
5802  vestment  for  conducting  operations  over  this  route 
system  is  estimated  at  $219,703  ($150,150  for  8 
Cessna  195  airplanes  and  spare  engines,  propellers  and 
parts,  $15,000  for  shop  equipment,  $40,500  for  ground  to 
air  radio  at  27  stations,  $14,053  for  office  furniture  and 
equipment). 

Ozark  estimates  that  it  will  obtain  a  50  percent  load 
factor  during  the  first  year  of  operation  and  that  passenger 
revenue  will  be  10  cents  per  revenue  plane  mile.  It  esti¬ 
mates  that  it  will  obtain  .03  cents  express  revenue  per 
mile  based  on  an  average  load  of  24  pounds  per  mile  of 
feeder  airlines  during  June  1949  and  on  revenue  per 
pound  mile  of  .0015.  It  estimates  excess  baggage  r  eve¬ 
nue  at  1.5  percent  of  passenger  revenue  or  .0014.  On 
this  basis  Ozark  would  have  yearly  operating  results  of 
$613,553  for  expenses  and  $214,551  for  revenue  ($156,037 
passenger  revenue,  $56,173  express  revenue  and  $2,340 
excess  baggage  revenue).  Its  break-even  mail  pay  :ieed 
would  be  $399,002  and  allowing  for  a  10  percent  return 
on  the  capital  investment  of  $219,703,  or  $21,970,  its  i;otal 
mail  pay  need  would  be  $420,973. 

Ozark’s  estimates  for  the  Great  Lakes  routes  look  to 
operation  over  714  route  miles  (Ozark’s  figures  include 
the  St.  Louis  to  Springfield  segment,  which  is  duplicated 
by  both  route  8  and  route  6,  and  the  Champaign-Urbana- 
Indianapolis  segment,  which  is  paralleled  by  routes  8  and 
7,  only  once,  in  the  figure  for  the  route  totals)  or  3,1S4 
scheduled  miles  on  the  basis  of  two  round  trips  daily.  Its 
planned  schedules  would  serve  14  points  and  -would  jtave 
an  average  of  55  miles  between  stops.  Ozark  estimates 
that  it  would  need  four  aircraft  (three  in  operation  and 
one  spare)  on  the  basis  of  an  85  percent  schedule  iom- 
pletion  and  3  percent  of  nonrevenue  flying.  Ozark  esti¬ 
mates  that  it  would  operate  84,775  flying  miles  monthly. 

Flying  operations  are  estimated  at  $7,210  per  month 
or  .08  per  mile.  Operating  expenses-flight  equipment  are 
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estimated  at  $3S3  per  month  or  .004  cents  per  mile.  De¬ 
preciation-flight  and  shop  equipment  is  estimated  at  $1,467 
per  month  or  .017  per  mile.  Depreciation-ground  equip¬ 
ment  is  estimated  at  $455  per  month  or  .005  per  mile. 
Indirect  costs  are  estimated  at  $10,913  monthly  or  .128 
per  mile.  These  assumed  costs  would  result  in  total  costs 
of  $20,427  per  month  or  .24  per  mile.  Ozark  estimates 
its  capital  requirements  to  activate  this  route  system  at 
$93,060  ($72,600  for  four  aircraft  and  spare  parts,  $16,500 
for  ground  to  air  radio  at  11  stations,  and  $3,960  for 
office  furniture  at  11  stations). 

On  the  basis  of  the  above  figures,  combined  total  ex¬ 
penses  for  the  Mississippi  Valley  and  Great  Lakes  routes 
would  be  $71,557  per  month  or  .32  per  mile  and  would 
total  $858,683  per  year.  Passenger  revenue  would  total 
$254, S06  per  year  or  .09  per  mile.  Express  revenue  $91,752 
per  year  or  .03  per  mile,  excess  baggage  revenue  $3,822 
per  year  or  .001  per  mile  and  all  non-mail  revenue  $350,- 
379  per  year  or  .13  per  mile.  Break-even  mail  pay  re¬ 
quirement  would  be  $508,303  yearly  or  .19  per  mile  and 
total  mail  pay  requirement  to  allow  for  a  10  percent  return 
on  capital  investment  would  be  $539,580  yearly  or  .20  a 
mile. 

5803  Ozark  also  presented  an  estimate  covering  single¬ 
engine  operations  over  the  North  Central  route 
systems  on  the  basis  of  the  added  cost  for  providing  such 
operations  in  addition  to  those  over  the  Mississippi  Valley 
and  Great  Lakes  Area  route  systems.  These  estimates  are 
based  on  a  total  route  mileage  of  this  system  of  1,555  and 
daily  scheduled  mileage  of  6,524.  The  schedules  would 
serve  31  points  and  involve  an  average  of  42  miles  between 
stops.  Ozark  anticipates  that  it  would  need  ten  aircraft 
(eight  in  use  and  two  spares).  Its  estimates  are  predicated 
on  substantially  the  same  thesis  as  in  the  Great  Lakes  and 
Mississippi  Valley  route  systems.  It  anticipates  2,084,642 
total  flying  miles  per  year.  Flying  operation  expenses 
are  estimated  at  a  total  of  $14,963  per  month  or  .0861  per 
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mile,  operating  expense-flight  equipment  at  $4,566  per 
month  or  .0262  per  mile,  depreciation,  aircraft  and  shop 
equipment,  at  $3,792  monthly  or  .0218  per  mile,  deprecia¬ 
tion,  ground  equipment,  at  $1,022  per  month  or  .0059  per 
mile,  indirect  expenses  at  $26,105  per  month  or  .1502  per 
mile,  and  total  added  expenses  at  $50,447  a  month  or 
.2903  per  mile.  Capital  investment  requirement  for  the 
North  Central  route  is  estimated  at  $235,795  ($184^800 
for  ten  aircraft  and  spare  parts,  $5,000  for  shop  equip¬ 
ment,  $36,000  for  ground  to  air  radio  at  24  stations  ^nd 
$9,995  for  office  furniture  at  24  stations). 

On  the  basis  of  the  foregoing  estimates  Ozark  antici¬ 
pates  that  single-engine  operation  over  the  three  routes 
would  involve  total  expenses  of  $1,464,048  per  year  or 
.3109  per  mile,  total  nonmail  revenue  of  $628,647  yearly 
or  .13  per  mile  (.09  passenger  revenue,  .03  express  reve¬ 
nue,  .001  excess  baggage  revenue),  and  mail  pay  require¬ 
ments  including  a  10  percent  return  on  investment,  of 
$900,701  yearly  or  .19  per  mile.  Total  capital  requirements 
for  equipment  and  90  days  operating  capital  in  connection 
with  these  three  route  systems  is  estimated  at  $612,S)66. 
This  estimate  is  based  upon  a  foreseen  need  of  $548,^58 
for  equipment  and  $366,012  for  3  months  operating  c|>st, 
which  figures  it  reduces  by  an  amount  of  $301,604  (Rep¬ 
resenting  estimated  revenues  of  $157,162  from  passengers, 
express  and  excess  baggage  for  3  months  and  mail  pay 
$104,425  and  also  $40,017  for  depreciation  and  amortiza¬ 
tion  of  organizational  expense  not  requiring  cash. 

In  addition  to  its  plans  for  conducting  operations  with 
single-engine  aircraft,  Ozark  also  submitted  evidence  with 
respect  to  operations  that  it  might  conduct  with  the  use 
of  DC-3  aircraft  over  the  three  routes.  If  it  is  found  de¬ 
sirable  to  use  such  aircraft,  Ozark  estimates  its  expenses 
at  the  average  of  6  feeders  (Challenger,  Empire,  Monarch, 
Piedmont,  Southwest  and  Pioneer)  during  the  year  ending 
June  30,  1949  or  89  cents  per  mile.  On  this  basis  ^he 
Mississippi  Valley  route  would  involve  operating  expenses 
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of  $119,199,  the  Great  Lakes  route  $75,450  per  month, 
and  the  North  Central  route  $154,611  monthly,  making  a 
total  of  $349,259  monthly.  Nonmail  revenue  is  estimated 
at  $37,241  a  month  for  the  Mississippi  Valley  route,  $23,- 
573  for  the  Great  Lakes  route,  and  $48,304  for  the  North 
Central  route,  or  a  total  of  $109,118  monthly  ($95,250  for 
passenger  revenue,  $13,335  express  revenue  and  $533  excess 
baggage  revenue)  for  the  three  routes.  These  revenue 
estimates  are  based  on  an  estimated  average  pas- 
5804  senger  load  of  five  per  mile  which  in  turn  is  based 
upon  the  23.8  average  load  factor  of  Challenger, 
Southwest,  Monarch,  Pioneer  and  West  Coast  during  the 
first  three  months  of  operation.  Express  revenues  are 
estimated  at  .035  and  excess  baggage  at  .0014.  For  the 
DC-3  operation,  Ozark  estimates  that  it  would  require 
15  aircraft  and  that  total  capital  requirements  would  be 
$1,545,626  for  equipment  and  2  months  operating  expenses, 
from  which  it  deducts  $218,335  for  nonmail  revenue  for 
2  months  and  $180,106  for  one  month  of  mail  pay  at  75 
percent  of  estimated  break-even  need  and  noncash  ex¬ 
penses  of  $41,816,  and  estimates  its  total  capital  need  at 
$1,105,469.  On  this  basis  Ozark  anticipates  that  its  total 
operating  expenses  would  be  $4,191,110  per  year  or  .89 
per  mile,  total  nonmail  revenues  would  be  $1,309,414  per 
year  or  .27  per  mile,  and  that  mail  pay  to  include  a  10 
percent  return  on  investment,  would  total  $2,992,243  yearly 
or  .63  per  mile. 

Ozark  has  an  authorized  capital  structure  of  $850,000 
for  capital  stock  consisting  of  500,000  shares  of  common 
stock  at  $1  par  value  and  3,500  shares  of  preferred  stock 
at  $100  par  value.  100,000  shares  of  common  stock  have 
been  issued  and  fully  paid  for  in  cash  (61,333  to  Mr. 
Hamilton,  28,667  to  Mr.  Mattingly,  5,000  to  Mr.  Carl, 
3,000  to  Mr.  H.  D.  Chinn  of  Springfield,  Mo.,  and  2,000 
to  Arthur  G.  Heyne  of  St.  Louis).  Additional  common 
stock  subscriptions,  to  be  paid  for  on  demand,  have  been 
made  in  a  total  of  $260,000  (50,000  by  Mr.  Hamilton,  25,000 
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by  Mr.  Mattingly,  25,000  by  Mr.  Carl,  100,000  by  Mr. 
W.  P.  Thielens,  10,000  by  Arthur  G.  Heyne  and 
by  Floyd  W.  Jones).  Ozark  submitted  a  letter 
the  Industrial  Bank  and  Trust  Company  of  St.  Loui 
ing  that  the  bank  would  lend  Ozark  $400,000  to 
cured  by  acceptable  collateral  if  it  obtained  a  cer 
from  the  Board.  Ozark’s  balance  sheet  as  of 
23,  1949,  showed  assets  of  $101,111  (Cash  $13,638,  sup¬ 
plies  and  accounts  receivable  $1,260,  aircraft  and  hangar 
$7,168,  prepaid  certification  expense  $79,044).  Liabilities 
were  $1,112  and  outstanding  capital  stock  $100,000.  Ozark’s 
officials  showed  at  the  hearing  that  they  had  certified 
checks  that  had  been  issued  to  Messrs.  Hamilton,  Mat¬ 
tingly,  Carl,  Heyne,  and  Jones  in  the  total  of  $160,000,  to 
indicate  that  these  persons  would  be  able  to  supply  the 
necessary  cash  to  pay  for  their  stock  subscriptions  when 
required.  Mr.  Thielens  has  a  net  worth  of  over  $600,000 
and  can  meet  his  subscription.  It  was  also  brought  out 
that  a  substantially  similar  showing  was  made  by  the 
stock  subscribers  of  Ozark  in  the  first  hearing  of  the 
Mississippi  Valley  Case.  It  was  further  testified  by  Mr. 
Mattingly  that  the  subscribers  are  willing  and  able  to 
furnish  capital  of  $500,000,  in  addition  to  that  discussed 
above,  if  needed. 

5805  Parks  Air  Lines,  Inc.  Parks  contends  that  the 
Board  should  not  direct  that  its  certificate  for 
route  No.  91  cease  to  be  effective,  because  its  failure  to 
inaugurate  service  involved  no  fault  of  Parks  but  resulted 
basically  from  the  overall  unsatisfactory  financial  condi¬ 
tions  that  existed  throughout  the  aviation  industry  after 
Parks’  certificate  was  issued  in  March  194S.  Parks  as¬ 
serts  that  it  made  continuous  and  exhaustive  efforts  to 
obtain  financing  from  individuals,  underwriters,  banks,  and 
from  the  Reconstruction  Finance  Corporation.  In  addi¬ 
tion  to  the  difficulties  in  obtaining  financial  support.  Parks 
points  to  the  fact  that  many  of  the  cities  on  the  Parks 
routes  did  not  until  recently  have  adequate  airport  facili- 
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ties.  It  also  argues  that  there  was  great  doubt  for  a 
number  of  years  as  to  what  aircraft  should  be  used  for 
feeder  routes,  that  several  feeder  airplanes  appeared  on 
the  drawing  boards,  but  that  eventually  most  services  will 
be  provided  with  the  Douglas  DC-3. 

Parks  takes  the  position  that  it  is  fit,  willing  and  able 
to  render  service  over  the  Great  Lakes,  North  Central 
and  Mississippi  Valley  routes,  either  (1)  as  a  wholly- 
owned  subsidiary  of  Mid-Continent  or  (2)  in  the  event 
that  the  Mid-Continent  acquisition  is  not  approved  by 
Parks,  by  using  single-engine  aircraft  over  its  routes. 

Parks  argues  that  the  Mississippi  Valley  routes  should 
not  be  awarded  to  another  applicant  because  the  limited 
airport  facilities  would  have  probably  prevented  service 
over  these  routes  prior  to  June  1949  even  if  adequate  financ¬ 
ing  had  been  available.  Parks  argues,  thus,  that  the  prob¬ 
lem  has  been  one  beyond  its  control,  that  it  has  spent  time, 
money,  and  effort  in  trying  to  aid  the  various  cities  in 
solving  their  airport  problems,  that  some  of  the  cities 
have  recently  improved  their  airports  so  service  will  be 
adequate  for  DC-3  operation,  and  that  approval  of  single¬ 
engine  operation  would  change  the  airport  requirements 
on  the  routes  to  permit  many  more  cities  to  receive  service. 
Parks  states  that  if  the  route  is  not  awarded  to  another 
applicant  it  is  prepared  to  petition  the  Civil  Aeronautics 
Board  for  a  certificate  covering  the  Mississippi  Valley 
routes. 

Parks  Airlines,  Inc.,  is  an  enterprise  of  Mr.  Oliver  L. 
Parks,  who  is  its  president.  Mr.  Parks  has  aviation  ex¬ 
perience  dating  back  more  than  twenty  years,  and  is  par¬ 
ticularly  known  for  his  exploits  in  organizing  and  operat¬ 
ing  Parks  Air  College,  which  was  operated  as  a  private 
school  until  it  was  made  a  part  of  the  St.  Louis  Univer¬ 
sity  after  World  War  II.  During  World  War  II  Mr.  Parks 
founded  training  schools  which  trained  several  thousand 
fliers.  Thereafter,  he  founded  Parks  Aircraft  Sales  and 
Service,  Inc.,  a  fixed  base  operation  which  sells  and  -erv- 
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ices  airplanes,  owns  and  operates  the  Pal-Waukee  Airport 
in  Wheeling  (near  Chicago)  and  the  Parks  Metropolitan 
Airport  in  East  St.  Louis,  and  has  installations  on  the 
municipal  airports  in  Kansas  City  and  Columbus. 
5806  In  November  1947,  Parks  filed  a  petition  with 
the  Board  seeking  a  certificate  for  the  routes,  it 
had  been  awarded  in  the  North  Central  and  Great  Lakes 
Area  Cases.  It  made  arrangements  to  purchase  up  to 
twenty  DC-3  aircraft  from  American  Airlines,  hired  a 
vice  president  of  operations,  superintendent  of  mainte¬ 
nance  and  traffic  manager,  and  made  preparations,  work¬ 
ing  toward  inauguration  of  service  by  June  1948.  At 
this  time,  its  representatives  personally  visited  each  of 
the  70  cities  on  its  routes  to  secure  current  information 
on  facilities  available  and  to  acquaint  the  cities  with  the 
plans  of  Parks  and  help  these  cities  with  any  airport 
problem.  The  certificate  was  issued  March  29, 1948.  Parks 
asserts  that  it  had  ample  opportunities  to  secure  financing 
prior  to  the  receipt  of  its  certificate,  particularly  in  1945, 
1946  and  early  1947.  However,  it  points  out  that  dur¬ 
ing  the  time  elapsing  after  March  1948,  the  financial  out¬ 
look  from  an  investment  point  of  view  for  the  aviation 
industry  was  very  low,  that  the  air  transport  companies 
had  just  reported  losses  of  approximately  $22,000,000  for 
the  previous  year,  and  that  the  aircraft  manufacturing 
industries  had  reported  losses  of  over  $100,000,000.  Parks 
states  that,  knowing  now  for  the  first  time  its  exact  re¬ 
quirements  for  financing  equipment  and  personnel,  it  con¬ 
tacted  again  the  individuals,  underwriters  and  banks  which 
had  previously  indicated  interest  in  financing  its  opera¬ 
tion,  that  approximately  25  such  sources  were  approached, 
but  that  the  unsettled  condition  of  the  aviation  industry 
rendered  it  impossible  to  obtain  financing.  It  then  ap¬ 
plied  to  the  Reconstruction  Finance  Corporation  for  a 
loan  of  $600,000  on  the  real  estate  of  Parks  Aircraft  Sales 
and  Service,  Inc.,  in  order  to  secure  the  capital  to  acti¬ 
vate  the  first  two  routes  of  Parks.  Parks  states  that  it 
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felt  that  if  it  could  start  service  there  would  be  more 
interest  in  financing  the  air  line,  and  considering  the  ex¬ 
pected  industry  improvements,  that  it  would  become  pos¬ 
sible  to  secure  capital  from  regular  channels  to  activate 
the  balance  of  the  routes.  The  Reconstruction  Finance 
Corporation  loan  was  filed  on  June  29,  1948,  and  denied 
in  January  1949.  Parks  states  that  during  the  time  the 
loan  was  pending  and  after  the  unfavorable  decision,  it 
continued  its  efforts  to  secure  financing  through  regular 
channels  but  was  unsuccessful.  In  March  1949  it  contacted 
Mr.  Thomas  Fortune  Ryan  and  officials  of  the  Mid- 
Continent  Airline,  Inc.,  and  reached  an  agreement  whereby 
Mid-Continent  and  Parks  would  merge  their  interest. 

Thereafter,  the  Board  indicated  that  it  would  approve 
operation  of  a  limited  amount  of  feeder  airline  routes 
by  single-engine  equipment.  Parks  made  a  study  of  the 
financial  and  operational  aspects  of  its  route  structure 
based  upon  its  operation  of  Cessna-tvpe  190  aircraft,  and 
again  sought  a  Reconstruction  Finance  Corporation  loan, 
this  time  for  $400,000,  on  the  assets  of  Parks  Aircraft 
Sales  and  Service,  Inc.  At  the  same  time,  St.  Louis 
5807  University  agreed  to  invest  $132,500  of  new  equity 
capital  in  Parks  Aircraft  Sales  and  Service  to 
be  used  to  activate  the  airline.  At  the  time  of  the  hear¬ 
ing,  the  Reconstruction  Finance  Corporation  loan  had  not 
been  approved.  Ho-wever,  the  day  before  the  hearing 
began,  Mr.  Parks  obtained  a  loan  of  $400,000  from  the 
National  Stockyards  National  Bank  of  National  City,  Ill., 
on  a  90-day  three-percent  note  endorsed  by  Parks  Air¬ 
craft  Sales  and  Service,  Inc.,  and  by  Oliver  L.  Parks  per¬ 
sonally.  This  loan  was  made  subject  to  the  condition 
that  the  Bank  and  Parks  Aircraft  Sales  and  Service  Inc., 
would  give  prior  approval  of  major  expenditures  and  that 
Parks  Aircraft  Sales  and  Service  would  not  dispose  of 
any  substantial  assets  without  consent  of  the  Bank.  The 
Bank  stated  that  the  arrangement  represented  the  exten¬ 
sion  to  Parks  Aircraft  Sales  and  Service  of  a  line  of  credit 
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and  that  the  Bank  would  extend  the  note  at  the  need  ^nd 
convenience  of  Parks  so  long  as  the  funds  were  used  for 
the  purpose  for  which  the  loan  was  made,  namely,  acti¬ 
vation  of  the  Parks’  routes. 

The  above  arrangements  are  based  on  an  operation  with 
single-engine  aircraft.  Parks  does  not  have  any  financial 
plans  looking  toward  twin-engine  service  except  as  a  sub¬ 
sidiary  of  Mid-Continent. 

If  the  Mid-Continent-Parks  acquisition  is  disapproved 
and  the  Board  decides  that  the  routes  should  be  oper¬ 
ated  by  Parks  with  single-engine  aircraft,  it  is  planned 
that  Mr.  Oliver  L.  Parks  will  head  the  airline  as  its  presi¬ 
dent.  The  operations  department  would  be  headed  by 
Mr.  Charles  France,  a  former  vice  president  of  opera¬ 
tions  of  Eastern  Airlines  and  also  a  former  vice  president 
of  Curtis-Wright,  the  superintendent  of  maintenance  would 
be  Mr.  Harold  Poole  who  has  had  20  years’  experience 
with  TWA  and  is  now  employed  by  Boeing  Aircraft  at 
Wichita,  Kansas,  Mr.  Paul  J.  Rodgers  would  be  in  charge 
of  the  traffic  department.  He  has  had  several  years’  experi¬ 
ence  with  the  American  Express  Company  and  with  TW  A. 
Mr.  Robert  Hebron  who  is  assistant  manager  of  Ameritjan 
Express  Company  at  St.  Louis  and  has  had  some  20  yeajrs  ’ 
experience  in  management  and  accounting  would  be  i:he 
treasurer.  The  rest  of  the  personnel  would  be  obtained 
primarily  from  the  graduates  of  Parks  College  of  Aero¬ 
nautical  Technology.  It  is  planned  to  conduct  operations 
with  the  Cessna-190.  This  aircraft  is  powered  by  cne 
240  horsepower  Continental  engine,  has  a  cruising  speed 
of  1.60  miles  per  hour,  and  has  a  fixed  landing  gear  said 
to  be  suitable  for  small  turfed  fields.  This  aircraft  would 
be  used  to  accommodate  four  passengers  and  a  pilot. 
Parks  said  that  in  actual  tests  with  this  aircraft  over 
several  Parks’  routes  on  July  18,  1949,  it  found  that  the 
aircraft  wmuld  normally  serve  all  the  airports  in  the 
cities  on  the  Parks’  routes  and  it  could  equal  or  better 
DC-3  schedules  on  most  of  the  short  hops  because  of 
the  reduction  and  elimination  of  the  maneuvering  time. 
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Parks  submits  estimates  showing  the  expenses,  reve¬ 
nues  and  required  investment  that  would  be  involved  if 
it  operated  Cessna-190  single-engine  aircraft  over  its 
routes.  These  estimates  are  based  upon  the  scheduling 
of  two  round  trips  daily  over  4003  route  miles  dur- 
5808  ing  the  first  three  months,  three  round  trips  daily 
during  the  next  nine  months  and  four  round  trips 
daily  during  the  second  year.  Parks  anticipates  that  it 
would  complete  85%  of  its  scheduled  mileage.  On  this 
basis  it  would  fly  a  total  of  6,736,950  miles  during  the  first 
year  and  9,799,200  miles  during  the  second  year.  Mail 
pay  requirements  are  estimated  at  59  cents  per  mile  (non 
mail  revenue  15  cents,  operating  expenses  73  cents  return 
on  investment  1  cent)  during  the  first  three  months,  42 
cents  per  mile  (non  mail  revenue  13  cents,  operating  ex¬ 
penses  54  cents,  return  on  investment  1  cent)  during  the 
second  three  months,  32  cents  per  mile  (14  cents  non  mail 
revenue,  45  cents  operating  expense,  1  cent  return  on  in¬ 
vestment)  during  the  third  three  months,  27  cents  per 
mile  (17  cents  non  mail  revenue,  42  cents  operating  ex¬ 
pense,  1  cent  return  on  investment)  during  the  fourth 
three  months,  29  cents  per  mile  (13  cents  commercial,  reve¬ 
nue,  41  cents  operating  expense,  1  cent  return  on  invest¬ 
ment)  during  the  fifth  three  months,  27  cents  per  mile 
(14  cents  commercial  revenue,  41  cents  expenses,  1  cent 
return  on  investment)  during  the  sixth  three  months  and 
25  cents  per  mile  (16  cents  commercial  revenue,  40  cents 
expenses,  1  cent  return  on  investment)  during  the  last 
six  months  of  the  second  year.  It  is  anticipated  that  the 
mail  pay  requirements  would  be  24  cents  per  mile  for  five 
round  trips  daily  during  the  third  year. 

Parks  estimates  that  its  required  investment  would 
average  from  $601,500  during  the  first  three  months, 
($210,000  for  14  Cessna  aircraft  and  spare  engines,  $25,- 
500  for  17  VHF  radio  ground  stations,  $11,000  for  11 
terminal  facilities,  $35,000  for  preoperating  expenses,  $250,- 
000  for  working  capital  consisting  of  $50,000  plus  approxi- 
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mately  one  months  net  loss  before  mail  pay,  and  routes 
certificate  expenses  of  $70,000),  to  $770,000  at  the  enc.  of 
the  second  year,  (27  aircraft  with  other  items  as  previously 
indicated). 

The  balance  sheet  of  Parks  Air  Lines,  Inc.,  as  of  Au¬ 
gust  31,  1949,  shows  that  it  had  assets  of  $S7,947,  (cash 
$9,  spare  parts  and  office  furniture  $1,039,  preoperaticnal 
expenses  and  organizational  expenses  $86,899).  Liabili¬ 
ties  were  $7,500  (notes  payable  partially  secured  by  a 
mortgage  on  the  office  furniture  and  equipment).  It  had 
issued  and  outstanding  a  total  of  32,392  shares  of  common 
stock  at  a  total  par  value  of  $64,784,  and  had  a  capital 
surplus  of  $15,663,  making  its  net  worth  $80,447,  as  shown 
on  the  balance  sheet. 

The  total  32,392  shares  of  Parks  Air  Lines,  Inc.,  stock 
are  held  as  follows :  10,025  shares  by  Parks  Aircraft  S^les 
and  Service,  2,127  by  Oliver  L.  Parks,  and  various  amounts 
by  11  other  holders  ranging  from  200  shares  held  by  the 
St.  Louis  Union  Trust  Company  to  3,020  shares  each  held 
by  Leonard  H.  Savage  and  Loyd  Benefield,  counsel  for 
Parks. 

A  balance  sheet  of  Parks  Aircraft  Sales  and  Service, 
Inc.,  as  of  December  31,  1948,  shows  that  it  had  assets 
totalling  $1,555,493,  (current  assets  $279,738,  land, 
5809  buildings  and  equipment  $1,229,764,  other  assets  in¬ 
cluding  $20,000  investment  in  Parks  Air  Lines,  l(nc., 
$45,992).  Its  liabilities  totaled  $544,961,  (current  liabili¬ 
ties  $94,088  and  long  term  notes  and  mortgages  $450,8jT3). 
Its  capital  and  surplus  totaled  $1,010,532. :  A  profit  and 
loss  statement  for  the  year  ended  December  31,  1948,  for 
this  company  showed  that  it  had  a  net  loss  of  $146,539. 
Mr.  Parks  testified  that  the  actual  value  of  the  assets  is 
substantially  more  than  shown  on  the  balance  sheet. 

Parks  presented  its  estimates  of  expenses  and  revenue 
on  the  assumption  that  with  appropriate  adjustment  for 
use  of  single-engine  instead  of  twin-engine  aircraft,  the 
Parks’  operation  could  equal  the  experience  of  other  feeder 
lines  in  their  first  year  of  operation,  and  that  by  the 
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third  year  of  operation  the  Parks  routes,  with  appropriate 
adjustment  for  the  difference  in  flight  equipment,  should 
be  able  to  operate  at  levels  comparable  with  the  levels  of 
Mid-Continent  and  Continental  Air  Lines,  which  it  con¬ 
siders  as  comparable  regional  carriers  operating  in  simi¬ 
lar  territories  covered  by  the  Parks  routes. 

5810  Turner.  Turner  Airlines,  Inc.,  proposes  to  con¬ 
duct  operations  over  the  route  systems  awarded  to 
Parks  in  the  North  Central  and  Great  Lakes  Area  pro¬ 
ceedings.  Turner  now  conducts  local  service  operations 
under  authority  of  a  certificate  covering  routes  radiating 
out  of  Indianapolis  and  extending  to  Chicago,  Grand 
Rapids,  Cincinnati  and  Louisville.  Turner  obtained  its 
certificate  by  transfer,  approved  by  the  Board,  from  Roscoe 
Turner  Aeronautical  Corporation,  to  whom  the  certificate 
was  originally  issued  by  the  Board.  The  transfer  was 
approved  on  August  9,  1949,  and  the  applicant  began  to 
provide  service  over  part  of  the  route  system  on  Novem¬ 
ber  5.  1949.  Colonel  Roscoe  Turner,  president  of  the 
applicant,  is  a  well-known  flyer  and  speed  pilot  who  holds 
numerous  aviation  trophies.  He  has  for  a  number  of 
years  been  president  of  the  Roscoe  Turner  Aeronautical 
Corporation,  which  is  engaged  in  fixed  based  operations 
at  Indianapolis  and  has  a  privately  owned  hangar  and 
operations  building  at  the  Indianapolis  Municipal  Airport. 

Mr.  R.  Paul  Weesner  is  the  Executive  Vice  President 
and  the  operating  head  of  Turner  Airlines.  Mr.  Weesner 
has  been  a  private  and  commercial  pilot  since  1930  and 
is  a  Lt.  Commander  in  the  United  States  Naval  Reserve. 
He  was  the  organizer  and  is  now  the  President  of  Nation¬ 
wide  Air  Transport  Service,  Inc.,  an  irregular  air  carrier 
organized  in  1945  that  has  transported  fruit,  vegetables, 
shrimp,  and  other  commodities  between  points  in  the 
United  States  and  also  between  United  States  and  Mexico 
as  well  as  transporting  agrarian  labor  on  a  contract  basis 
between  the  United  States  and  the  British  West  Indies. 
Nationwide  Air  Transport  Service,  Inc.,  owns  and  controls 
two  subsidiaries,  Frontier  Airmotive,  Inc.,  of  Brownsville, 
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Texas,  and  Nationwide  Maintenance,  Inc.,  of  Miami,  Flor¬ 
ida,  both  of  which  are  engaged  in  the  business  of  aircraft 
maintenance  and  overhaul  service.  The  Weesner  family 
controls  Turner,  Nationwide  Air  Transport  Service  and  its 
two  subsidiaries,  and  Nationwide  Airlines,  Inc.,  an  intra¬ 
state  air  carrier  that  operates  in  Michigan.  R.  Paul 
Weesner  and  his  father,  R.  P.  Weesner,  and  brother, 
John  P.  Weesner,  each  has  a  one-third  interest  in  Na¬ 
tionwide  Air  Transport  Service,  Inc. 

Mr.  Reginald  E.  Ross,  Secretary-Treasurer  of  Turner, 
performed  accounting  and  auditing  services  from  1941  to 
1946  for  Pan  American  Airways,  Inc.,  and  the  U.  S.  Aimv 
Engineers  in  Mexico  in  connection  with  airport  devel  op¬ 
ment  programs.  Since  April  1947  he  has  been  auditor  and 
accountant  for  Nationwide  Air  Transport  Service,  Inc., 
and  he  is  now  Secretary-Treasurer  of  that  company. 

Mr.  Samuel  J.  Solomon,  a  director  of  Turner,  has  had 
extensive  experience  extending  back  to  1933.  He  was  Vice 
President  of  National  Airport  Corporation  from  1933  to 
1942,  Manager  of  the  Washington  Airport  from  1933  to 
1941,  Vice  President  of  Northeast  Airlines,  Inc.,  from 
1941  to  1944,  Chairman  of  the  Board  of  Northeast  Air¬ 
lines  from  1944  to  1945,  President  of  the  Airline 
5811  Wartime  Training  Institute  from  1942  to  1946, 
Chairman  of  the  Airline  Committee  for  U.  S.  Air 
Policy  from  1943  to  1944.  He  has  also  served  as  a  di¬ 
rector  of  Taca  Airways  Agency,  Inc.,  and  President  of 
Atlantic  Airlines,  Inc. 

Mr.  Robert  W.  Clifford,  Operations  Manager  of  Turner, 
has  been  a  pilot  for  Northwest  Airlines,  a  captain  of  the 
Air  Transport  Command  of  the  U.  S.  Army  Air  Fo:*ce, 
Chief  Pilot  of  Nationwide  Air  Transport  Service,  Inc.,  Di¬ 
rector  of  Operations  of  Nationwide  Airlines,  Inc.,  and 
President  and  General  Manager  of  Frontier  Airmoti.ve, 
Inc.  Mr.  John  P.  Moore,  member  of  the  law  firm  of 
Elmore,  Moss  &  Moore,  is  counsel  for  the  Nationwide  in¬ 
terests  and  for  Turner  Airlines,  Inc.  Messrs.  Weesner, 
Clifford,  and  Ross  testified  at  the  hearing. 
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Turner,  as  indicated,  applies  for  authority  to  operate 
over  the  Great  Lakes  and  North  Central  routes.  How¬ 
ever,  it  explained  at  the  hearing  that  the  pressure  of 
time  prevented  it  from  preparing  detailed  plans  showing 
the  method  that  it  would  use  in  conducting  operations  over 
all  of  these  routes.  It  therefore  presented  a  detailed  plan 
of  operation  for  establishing  service  over  the  North  Cen¬ 
tral  route  and  gave  more  general  evidence  at  the  hearing 
of  its  plans  for  the  Great  Lakes  route.  It  estimates  that 
the  cost  of  operations  over  the  Great  Lakes  route  would 
be  proportional  to  these  estimated  for  the  North  Central 
route.  Turner  plans  to  use  Douglas  DC-3  aircraft  having 
a  seating  capacity  of  21  passengers  and  built-in  steps  and 
baggage  racks  so  as  to  reduce  to  a  minimum  the  work 
of  flight  attendants.  It  plans  that  the  flight  stewards, 
in  addition  to  usual  duties,  would  take  tickets,  assist  in 
the  loading  and  unloading  of  mail,  air  freight,  and  prepa¬ 
ration  of  manifests.  Turner  would  use  a  private  line 
teletype  system  for  communication  between  company  of¬ 
fices.  It  states  that  in  combining  the  present  Turner  route 
with  the  Parks  routes  during  the  first  year  of  operations 
an  HF  2-wav  radio  system  capable  of  communication  at 
all  times  with  the  planes  while  in  flight  over  all  sections 
of  the  route  would  be  established  at  Chicago  and  Waterloo. 
When  the  Board  lifts  the  stay  orders  prohibiting  service 
on  segment  2  of  the  route  (Chicago  to  Minneapolis-St. 
Paul)  and  on  that  part  of  segment  3  extending  between 
Chicago  and  Burlington,2  Turner  will  establish  additional 


2  Order  of  the  Board,  serial  No.  E-1347,  providing  for  issuance  of 
temporary  certificate  of  public  convenience  and  necessity  covering 
route  No.  91,  provides  that  the  certificate  is  temporarily  stayed  as 
to  these  parts  of  the  route  until  a  further  appropriate  showing  as 
to  adequacy  of  airport  facilities  at  Winona  and  Red  Wing,  Aurora, 
LaSalle-Ottawa,  Kewanee  and  Galesburg.  Evidence  at  the  hearing 
showed  that  Winona  now  has  a  suitable  airport  and  that  there  are 
no  plans  for  an  airport  at  Red  Wing.  It  appears  that  the  stay  as  to 
the  Chicago-Twin  Cities  segment  should  be  removed.  Airports  are 
still  inadequate  on  the  Chicago-Burlington  segment  and  a  stay 
against  operations  thereon  should  be  continued. 


359 


HF  2-way  radio  stations  at  Indianapolis  and  Bur- 
5812  lington.  Turner  has  its  main  base  of  operations 
in  the  Roscoe  Turner  Aeronautical  Corporation’s 
hangar  building  at  Indianapolis,  Indiana.  In  conducting 
operations  over  the  routes  proposed  herein,  it  would  pro¬ 
vide  turn-around  maintenance  facilities  at  the  Minneapo¬ 
lis,  Sioux  City  and  Des  Moines  terminals.  Major  over¬ 
hauls  would  be  accomplished  by  contract  through  C^A 
approved  maintenance  shops. 

Turner  presented  a  consolidated  balance  sheet  as  of 
June  30,  1949  for  Nationwide  Air  Transport  Service, 
Inc.,  Nationwide  Maintenance  Service,  Inc.,  Nationwide 
Airlines,  Inc.,  and  Frontier  Airmotive,  Inc.  This  shows 
total  assets  as  $779,265,  comprised  of  $216,081  in  current 
assets  (cash  $93,163,  accounts  receivable  $122,918),  oper¬ 
ating  property  and  equipment  $546,304  (flight  equipment 
$521,481),  ground  property  and  equipment  $24,823),  and 
deferred  charges  (prepayments)  $16,880.  The  current 
liabilities  total  $164,209  comprising  notes  payable  in  the 
amount  of  $74,937,  accounts  payable  of  $59,068  and  ac¬ 
crued  taxes  of  $30,204.  Operating  reserves  are  shewn 
as  $74,661  (reserve  for  aircraft  overhaul  $11,710,  reserve 
for  engine  overhaul  $62,951).  Net  worth  is  shown  as 
$540,395  (capital  stock  $92,820,  unappropriated  earned 
surplus  $447,575). 

A  list  of  consolidated  property  and  equipment  as  of 
September  25,  1949,  of  Turner  and  the  four  related  com¬ 
panies  shows  that  it  had  on  hand  nine  DC-3  aircraft,  one 
DC-4  aircraft,  1  Lodestar  aircraft,  1  Beechcraft  Bonanza 
aircraft  and  1  Lockheed  12-A  aircraft,  having  a  total  value 
of  $497,500.  It  had  80  aircraft  engines  (20  overhauled 
and  60  high  time),  valued  at  $60,000,  6  aircraft  propellers 
valued  at  $1,800,  spare  aircraft  radio  equipment,  valued 
at  $2,500  on  hand  at  Brownsville,  Detroit,  Miami,  and 
Indianapolis,  miscellaneous  flight  equipment,  valued  at 
$8,150,  spares  and  assemblies,  valued  at  $80,000  in  stock 
at  Miami,  Brownsville,  Detroit  and  Indianapolis,  improve- 
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ments  to  leased  equipment  valued  at  $30,000  (investment 
in  conversion  and  license  costs  from  military  to  civilian 
status  for  C-46  Curtis  aircraft  leased  from  Air  Material 
Command),  passenger  service  equipment  (loading  ramps) 
valued  at  $143,  hangar,  ramp  and  shop  equipment  valued 
at  $20,300,  motorized  equipment  (jeeps,  tugs,  etc.)  valued 
at  $5,000,  and  furniture  and  fixtures  at  Miami,  Browns¬ 
ville,  Detroit  and  Indianapolis  valued  at  $7,000.  Thus  it 
considers  that  its  operating  property  and  equipment  as 
of  September  25,  1949,  was  worth  at  least  $713,394,  rather 
than  the  figure  of  $546,304  shown  on  the  June  30,  1949 
consolidated  balance  sheet.  It  was  estimated  that  there 
had  been  a  profit  of  approximately  $75,000  since  June  so 
that  the  net  worth  of  the  four  Nationwide  companies  was 
about  $615,000.  The  assets  were  unemcumbered  except 
for  chattel  mortgages  on  two  aircraft,  totaling  $75,000. 
Of  the  nine  DC-3  aircraft,  it  was  estimated  that  three 
would  be  needed  for  use  over  the  Turner  routes. 

Of  the  proprietary  interest  in  the  Nationwide  system, 
approximately  $150,000  was  committed  to  use  for  inaugu¬ 
ration  of  service  over  the  existing  Turner  system  routes 
and  the  principals  of  the  Nationwide  system  assert 
5813  that  they  are  willing  and  that  they  desire  to  dedi¬ 
cate  the  balance  to  activation  of  service  over  the 
Parks  route  system.  This  is  stated  to  include  any  action 
necessary  in  the  way  of  liquidation,  transfers,  or  sales, 
of  the  Weesner  family’s  holdings.  The  principals  also 
assert  that  they  have  banking  credit  whereby  unsecured 
short-term  or  secured  long-term  loans  are  available  to 
them  and  that  they  are  willing  to  dedicate  these  facilities 
to  activation  of  the  route.  They  further  contend  that 
while  they  do  not  contemplate  a  public  offering  of  the 
capital  stock  of  Turner  Airlines,  such  an  offer  if  resorted 
to  would  yield  ready  operating  capital. 

Turner  submitted  an  exhibit  showing  estimated  capital 
requirements  for  the  North  Central  routes.  It  expects 
that  a  total  of  $405,199  would  be  required.  Of  this,  $180,- 
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000  would  be  for  four  aircraft  and  engines  and  ^pare 
parts  and  accessories,  $5,250  would  be  for  station  equip¬ 
ment  ($500  each  at  6  stations,  $250  each  at  9  stations), 
$29,600  would  be  for  communication  and  navigation  equip¬ 
ment  (16  VHF  at  $1,400),  $238,725  would  be  for  route 
qualification  and  providing  runs,  personnel  training  and 
flight  crew  training,  $166,474  would  be  for  two  months 
cash  operating  expenses. 

Turner  estimates  that  segments  1,  3  and  5 3  of  the  ftforth 
Central  routes  would  bring  operating  revenues  totaling 
$1,348,107  annually  (passenger  $515,925,  mail  $822,182, 
express,  freight  and  excess  baggage,  $8,000),  that  aided 
operating  expenses,  at  71  cents  per  mile,  would  total 
$998,839  ($659,227  flying  operation  expenses,  $339,612 
ground  operations  and  indirect  expenses).  On  this  basis 
its  net  profit  would  be  $349,268.  These  estimates  are  based 
on  an  estimated  passenger  revenue  of  4.5  cents  per  mile 
and  mail  revenue  at  an  average  of  61  cents  per  scheduled 
airplane  mile.  If  all  segments  of  the  route  could  be  oper¬ 
ated  Turner  estimates  that  its  total  revenue  would  be 
$1,804,549  (passenger  $830,430,  mail  $962,119,  express 
freight  and  excess  baggage  $12,000).  Added  operating 
expenses  are  estimated  at  $1,033,064  for  direct  flying  ex¬ 
penses  ($561,064  flying  operations,  $315,000  direct  main¬ 
tenance-flight  equipment  and  $157,000  depreciation-flight 
equipment),  and  $524,160  ground  and  indirect  expenses 
($147,350  ground  operations,  $61,250  ground  and  direct 
maintenance,  $65,000  passenger  service,  $123,600  traffic  and 
sales,  $21,400  advertising  and  publicity,  $85,400  general 
and  administrative,  and  $20,160  depreciation-ground  equip¬ 
ment),  or  a  total  operating  expense  estimate  of  $1,5571,224- 
On  this  basis,  the  net  profit  for  the  year  would  be  $247,- 

3  The  estimate  limited  to  these  segments  was  submitted  beiause 
of  the  stay  order  prohibiting  service  on  the  other  segments  because 
of  airport  conditions.  If  the  Board  removes  the  stay  order,  Turner 
intends  to  establish  service  on  all  segments  immediately. 
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325.  Turner’s  estimates  are  based  on  provision  of  two 
round  trips  daily  over  the  system  and  upon  a  revenue 
passenger  load  factor  of  40  percent 
5814  Wisconsin  Central.  This  applicant  now  conducts 
operations  over  a  temporary  local  air  service  route 
that  serves  points  in  Minnesota,  Wisconsin  and  Michigan, 
and  has  one  leg  extending  south  to  Chicago.  The  appli¬ 
cant  requests  authority  to  provide  service  over  the  North 
Central  route.  It  presents  plans  of  operation  based  on 
provision  of  two  round  trips  daily  to  most  points  with 
Lockheed  Electra  9-passenger  twin-engine  aircraft. 

Wisconsin  Central  shows  that  the  cities  of  Burlington, 
Chicago,  Des  Moines,  LaCrosse,  Madison,  Milwaukee,  Min¬ 
neapolis,  Moline,  and  Sioux  City  had  contact  flying  weather 
during  the  winter  months  January  to  March  and  Oc¬ 
tober  to  December  1948  ranging  from  66  percent  of  the 
time  at  Chicago  during  February  to  96  percent  of  the  time 
at  Des  Moines  during  October.  The  monthly  average 
for  all  nine  points  ranged  from  75  percent  for  November 
to  90  percent  for  October.  These  percentages  are  based 
upon  the  number  of  hours  monthly  in  which  ceiling  and 
visibility  at  the  respective  cities  were  above  contact  flying 
minimums. 

Wisconsin  Central  expects  that  it  would  realize  a  95 
percent  performance  and  would  fly  4,976  miles  daily  or 
154,256  monthly.  It  estimates  that  direct  costs  would  be 
41.7^  per  plane  mile  and  that  ground  and  indirect  costs 
would  be  37.8^  per  plane  mile,  or  a  total  of  79.5^  a  mile. 
These  estimates  are  based  upon  the  average  expenses 
experienced  by  Wisconsin  Central  during  the  6-month 
period  from  March  to  August  1949.  Estimating  that  it 
would  receive  the  same  average  return  that  it  has  experi¬ 
enced  on  its  existing  system  of  5.8£  per  passenger  mile 
and  that  its  express  and  excess  baggage  revenue  would 
total  1^  per  plane  mile,  Wisconsin  Central  concludes  that 
its  break-even  mail  pay  need  per  plane  mile  would  range 
from  68.1^  for  a  20  percent  passenger  load  factor  to  62.8^ 
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for  a  30  percent  load  factor,  57.6^  for  a  40  percent,  52.4< 
for  50  percent,  47.2^  for  60  percent  and  42.0^  for  70 
percent. 

Wisconsin  Central  presents  an  analysis  of  the  cost  per 
mile  of  13  feeder  airlines  (All  American,  Challenger, 
Empire,  Florida,  Monarch,  Piedmont,  Pioneer,  Robinson, 
Southern,  Southwest,  Trans-Texas,  West  Coast,  and  Wis¬ 
consin  Central),  during  the  period  January  to  June  1949. 
These  carriers  experienced  costs  averaging  from  796  per 
mile  for  Pioneer  to  $2.35  per  mile  for  Southern. 

Wisconsin  Central  estimates  that  its  capital  expendi- 
ture  requirements  for  the  new  route  will  total  $241,317 
(5  Lockheed  Electras  at  $35,000  each,  $32,487  for  com¬ 
munication  and  navigation  equipment,  $16,340  for  station 
equipment,  $17,010  for  personnel  training,  and  $3,480  for 
route  qualification  and  proving  runs). 

Wisconsin  Central  presented  in  evidence  a  letter  from 
one  of  the  Vice  Presidents  of  Loewi  &  Co.,  which  pre¬ 
viously  underwrote  the  common  stock  of  Wisconsin  Cen¬ 
tral  Airlines.  This  letter  shows  that  the  writer  does  not 
believe  an  underwriting  group  could  be  interested  in 
additional  financing  for  the  present  routes  of  the  company 
but  that  it  was  his  opinion  that  the  addition  to  the  Wis¬ 
consin  Central  system  of  the  North  Central  routes  would 
increase  the  earning  potentiality  of  Wisconsin  Central  to 
an  extent  to  justify  Loewi  &  Co.  to  form  an  underwriting 
group  to  raise  between  $500,000  and  $800,000  of 
5815  new  funds  for  the  program.  The  letter  is  seated 
not  to  be  a  commitment  but  a  sincere  expression 
of  opinion  on  the  prospects  of  additional  financing. 

Cities  and  civic  organizations.  Representatives  ox  nu¬ 
merous  cities  and  areas  that  would  be  served  by  the  P’arks 
routes  appeared  at  the  hearing  and  presented  evidence. 
The  cities  appearing  are,  for  the  most  part,  larger  points 
on  the  routes.  Their  evidence  was  designed  to  show  the 
size  and  importance  of  the  particular  cities  and  the  po- 


364 


tential  traffic  available.  The  cities  4  argue  generally  against 
the  use  of  single-engine  aircraft,  on  the  ground  that  such 
aircraft  would  not  be  adequate  to  handle  their  traffic  po¬ 
tential  and  that  the  travelers  would  be  unwilling  to  accept 
such  service  and  it  would  therefore  go  relatively  unused. 
About  35  witnesses  testified.  The  cities  urge  action  by 
the  Board  that  will  lead  to  provision  of  air  service  over 
the  Parks  routes  within  the  shortest  possible  span  of  time. 
To  support  this  position,  the  economic  importance  of  the 
communities  involved  was  pointed  out  and  studies  were 
presented  that  were  designed  to  show  potential  traffic  at 
the  respective  communities  that  is  now  deprived  of  air' 
service. 

A  few  examples  will  be  recited.  Burlington,  Iowa,  pre¬ 
sented  a  survey  of  traffic  potential  of  fourteen  local  busi¬ 
nesses  that  estimated  that  they  and  their  visitors  accounted 
for  annual  air  traffic  potential  of  3,355  passenger  trips 
between  Burlington  and  Des  Moines,  1,642  to  and  from 
St.  Louis,  429  to  and  from  Indianapolis,  and  533  to  and 
from  Milwaukee,  58,239  pieces  of  air  mail  between  Bur¬ 
lington  and  these  cities,  and  2,864  pieces  of  air  express. 
A  witness  from  Waterloo,  Iowa,  made  a  survey  of  business 
concerns  in  Sioux  Falls,  Sioux  City,  Fort  Dodge,  Water¬ 
loo,  Dubuque,  Freeport  and  Rockford  to  estimate  the  total 
traffic  potential  of  the  Sioux  City-Chieago  segment.  Ac¬ 
cording  to  this  estimate,  the  annual  air  traffic  potential 
would  be  2,442,8 86  pieces  of  mail,  697,432  pounds  of  air 
express,  and  739,768  pounds  of  air  freight.  These  busi¬ 
ness  concerns  in  these  seven  cities  estimated  that  air 
transportation  would  save  them  $813,621  yearly  (for  ex¬ 
ample,  in  such  items  as  telephone  and  telegraph  expense 
for  matters  that  could  be  handled  by  air  mail).  Spring- 
held,  HI.  showed  that  during  September  1949  the  Ameri¬ 
can  Express  Company  records  indicated  that  this  city 


4  Except  for  St.  Louis  and  Jonesboro,  which  would  not  object  to 
initial  use  of  single-engine  equipment. 
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accounted  for  6,040  pounds  of  outbound  air  express,  5,501 
pounds  of  inbound  air  express,  464,000  pounds  of  outbound 
rail  express  and  616,300  pounds  of  inbound  rail  express. 
Average  weight  per  shipment  was  20  pounds  for  aii  and 
50  pounds  for  rail.  During  the  same  month,  Decatur  had 
air  express  of  9,669  pounds  outbound  and  686  pounds 
inbound,  and  rail  express  of  484,128  pounds  outbound 
and  583,488  pounds  inbound,  with  average  shipments  of 
58  pounds  by  air  and  72  pounds  by  rail.  Champaign  had 
460  pounds  outbound  and  1,160  pounds  inbound  air  ex¬ 
press  and  240,000  outbound  and  725,000  mail  express,  with 
average  shipments  of  20  pounds  by  air  and  100  pounds 
by  rail. 

5816  A  number  of  the  cities  also  presented  public  opin¬ 
ion  polls  purporting  to  reflect  public  opinion  with 
respect  to  service  with  single-engine  aircraft.  All  of  ihese 


polls  showed  an  overwhelming  majority  of  those  polled  to 
have  expressed  aversion  to  use  of  such  small  aircraft  in 
scheduled  air  transportation  to  their  city. 

The  Minneapolis-St.  Paul  Airport  Commission  presented 
data  that  showed  that  a  large  percentage  of  uncompleted 
flights  could  be  expected  because  of  weather  condi  tions 
in  its  area  if  service  with  single-engine  aircraft  on  a  day 
contact  basis  were  provided. 

It  was  shown  that  many  airports  have  been  comp  eted 
or  partially  completed  with  the  expectation  that  se  rvice 
will  be  provided  speedily,  and  that  large  sums  of  money 
have  been  expended  in  connection  therewith.  As  an  i  llus¬ 
tration,  it  was  brought  out  that  in  Illinois  a  total  of  $4,- 
015,320  of  state  funds,  $2,610,820  of  local  funds,  and  $9,- 
323,170  of  Federal  funds  have  been  expended  on  airports 
at  the  various  cities  on  the  Parks  routes,  exclusive  of  Chi¬ 
cago,  where  a  total  of  $20,000,000  has  been  spent.  Simi¬ 
larly,  large  sums  have  been  expended  for  airports  at 
numerous  other  points  along  the  routes.  For  example,  air¬ 
ports  have  been  constructed  at  Dubuque,  Iowa,  and  Winona, 
Minnesota,  that  appear  to  be  suitable  for  use  with  DC-3 
aircraft. 
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American.  This  intervener  submitted  in  evidence  an 
exhibit  designed  to  show  the  traffic  and  revenue  subect  to 
diversion  from  American  Airlines  in  the  event  that  the 
respective  applications  herein  were  approved.  These  esti¬ 
mates  are  based  on  the  traffic  shown  in  the  March  1948 
Airline  Traffic  Survey  which  were  extended  to  a  yearly 
basis  by  multiplication  by  12  and  upon  a  yield  in  pas¬ 
senger  revenue  of  5.66^  per  passenger  mile.  According 
to  the  figures  shown  in  this  study,  American  would  be 
subect  to  diversion  on  an  annual  basis  of  23,357,184  pas¬ 
senger  miles  and  $1,322,017  revenue  by  the  proposal  of 
Braniff ;  18,601,704  passenger  miles  and  $1,052,856  revenue 
by  the  proposal  of  Ozark;  17,697,720  passenger  miles  and 
$1,001,691  revenue  by  the  proposal  of  Southern  Bus;  15,- 
464,676  passenger  miles  and  $875,301  revenue  by  the  pro¬ 
posal  of  Chicago  and  Southern ;  15,045,036  passenger  miles 
and  $851,549  revenue  by  the  proposal  of  Mid-Continent; 
8,863,392  passenger  miles  and  $501,668  revenue  by  the 
proposal  of  Central ;  7,133,592  passenger  miles  and  $403,761 
by  the  proposal  of  Continental ;  and  159,408  passenger  miles 
and  $9,022  revenue  by  the  proposal  of  Turner. 

American’s  witness  testified  at  the  hearing  that  in  his 
opinion  operations  by  the  various  applicants  over  the 
proposed  routes  that  served  all  the  points  on  the  routes 
and  used  the  equipment  that  the  applicants  indicate  they 
intend  to  utilize  would  not  result  in  any  substantial  actual 
diversion  from  American’s  business. 

5817  TWA.  This  intervener  presents  evidence  to  sup¬ 
port  its  position  that  the  applications  of  trunk 
lines  in  this  proceeding,  i.e.,  Mid-Continent,  Chicago  and 
Southern,  Braniff  and  Continental,  should  be  denied  be¬ 
cause  they  would  be  a  first  step  toward  serious  diversionary 
authorization  which  these  applicants  have  sought  and 
have  been  denied  in  prior  proceedings  because  they  are 
not  economically  justified.  Looking  at  the  application  of 
Mid-Continent,  TWA  states  that  during  the  18  months 
ended  June  30,  1949,  it  carried  102,705  passengers  for  a 
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total  of  34,075,893  passenger  miles  that  represented  $1,- 
959,364  of  revenue  between  Chicago  on  the  one  hand, 
and  Peoria,  Quincy,  Kansas  City  and  Topeka  on  the 
other  hand,  between  Indianapolis  and  St.  Louis,  Kansas 
City  and  Topeka,  and  between  Topeka  and  St.  Louis  and 
Kansas  City.  Approximately  2/3  of  the  above  revenue 
came  from  Chicago-Kansas  City  traffic  for  which  the 
routes  of  Parks  in  conjunction  with  those  of  Mid-Continent 
would  provide  two  routings  approximately  25  percent 
longer  than  the  existing  nonstop  routings  of  TWA  and 
Braniff.  TWA  concedes  that  the  immediate  diversion  of 
its  Kansas  City-Chicago  traffic  would  probably  ndt  be 
substantial  but  foresees  that  some  intermediate  airports 
will  be  inoperative  and  that  the  feeder  route  restrictions 
will  gradually  break  down  and  that  Mid-Continent  will  be 
able  to  become  a  third  competitor  between  Chicago  and 
Kansas  City  without  ever  having  shown  that  such  a  dupli¬ 
cation  is  consistent  with  the  public  interest.  It  fears 
that  diversion  of  Indianapolis-St.  Louis  and  Indianapolis- 
Kansas  City  traffic  would  be  more  immediate  because  the 
circuity  is  less  (44  miles  longer  than  TWA’s  230  mile 
nonstop  routing  on  the  Indianapolis-St.  Louis  segment). 

TWA  asserts  that  operation  of  the  Parks  routes  would 
give  Chicago  and  Southern  a  connecting  link  betweep  St. 
Louis  and  Indianapolis  that  would  divert  TWA’s  traffic 
between  St.  Louis  and  Indianapolis,  Detroit  and  Tofedo, 
as  well  as  its  traffic  between  Kansas  City  and  Topeka,  Chi¬ 
cago  and  Quincy,  and  Peoria  and  Ft.  Wayne.  TWA  car¬ 
ried  30,703  passengers  over  these  segments  during  the  18 
months  ended  June  30,  1949,  having  a  total  of  7,596,420 
passenger  miles  and  received  therefrom  revenue  totaling 
$436,800. 

TWA  opposes  the  Braniff  and  Continental  applications 
primarily  because  it  would  give  each  of  these  earners 
entry  into  St.  Louis  and  in  all  likelihood  lead  to  a  desire 
on  the  part  of  these  carriers  for  an  authorization  to  oper¬ 
ate  between  Kansas  Citv  and  St.  Louis. 
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TWA  sees  threat  to  it  in  the  various  other  applications 
only  with  respect  to  that  of  Central  Airlines.  It  recog¬ 
nizes  that  Central’s  application  would  present  no  imme¬ 
diate  threat  of  substantial  diversion  from  TWA  but  fears 
serious  future  diversionary  aspects  in  the  event  feeder 
restrictions  are  further  relaxed.  If  such  a  development 
occurs  the  TWA  segments  that  would  be  those  between 
St.  Louis  and  Wichita  and  Amarillo,  Kansas  City  and 
Topeka  and  Amarillo  and  between  Topeka  and  Amarillo. 
TWA  carried  18,699  passengers  on  these  segments  during 
the  18  months  ending  June  30,  1949,  with  a  total  of  6,895,- 
009  passenger  miles,  and  received  approximately  $396,500 
in  revenue  therefrom. 

5818  TWA  takes  the  position  that  the  Parks  route  sys¬ 
tems  if  not  activated  by  Parks  Airlines,  should  be 
awarded  to  an  independent  carrier  whose  operations  would 
contain  no  threat  of  diversion  of  trunkline  traffic.  TWA 
urges  that  all  existing  restrictions  on  Parks  service  should 
be  retained. 

United.  This  intervener  shows  that  as  of  June  19,  1949, 
it  operated  8  schedules  westbound  and  9  schedules  east- 
bound  between  Chicago  and  Denver.  These  schedules  had 
a  total  of  759  seats  daily  of  which  356  seats  vrere  provided 
on  nonstop  schedules  and  696  seats  were  provided  on 
schedules  using  4-engine  aircraft.  United  points  out  that 
the  average  daily  intercity  air  passengers  between  Chicago 
and  Denver  totaled  33  in  September  1948.  It  refers  to  the 
Board’s  decision  in  the  Mississippi  Valley  Case  denying 
Continental’s  application  for  a  route  between  Denver  and 
Chicago  in  which  the  Board  referred  to  the  fact  that  there 
was  a  traffic  volume  between  Denver  and  Chicago  in  Sep¬ 
tember  1946  of  46  average  daily  passengers.  Between  Chi¬ 
cago  and  Omaha  United  offered  on  June  1,  1949,  a  total 
of  17  schedules  daily  (9  westbound  and  8  eastbound)  that 
had  a  total  of  596  seats.  340  seats  were  provided  on 
nonstop  schedules  and  428  seats  were  provided  on  sched- 


369 


ules  that  were  operated  with  4-engine  aircraft.  The  aver¬ 
age  daily  intercity  air  passengers  in  September  1948  be¬ 
tween  Chicago  and  Omaha  was  46.  United  presents  an 
analysis  covering  its  Chicago-Denver,  Chicago-Omaha,  and 
Chicago-Des  Moines  intercity  load  factors  during  4  weeks 
in  194S  and  1949  (September  11  to  September  24,  ^948 
and  March  6  to  March  19,  1949).  During  this  time  a 
total  of  3,035  passengers  between  Denver  and  Chicago 
used  the  8,795  total  seats  available  for  intercity  passengers 
between  these  points  resulting  in  a  load  factor  of  34.5 
percent.  A  total  of  1,765  intercity  passengers  used  the 
2,907  seats  offered  between  Chicago  and  Omaha  and  Chi¬ 
cago  and  Des  Moines,  resulting  in  an  intercity  revenue 
passenger  load  factor  of  61  percent.  In  a  similar  tein 
United  shows  that  between  Chicago  and  Des  Moines  there 
were  10  schedules  daily  with  256  seats  on  June  1,  1949, 
and  that  the  average  daily  intercity  air  passengers  be¬ 
tween  these  cities  w*as  37  in  September  1948,  that  between 
Omaha  and  Des  Moines  there  were  12  schedules  daily  with 
298  seats  and  24  passengers  daily  in  September  1948, 
that  between  Moline  and  Omaha  there  were  6  air  sched¬ 
ules  daily  in  June  1949  with  126  seats  and  that  average 
daily  intercity  air  passengers  in  September  1948  totaled 
4.3.  Between  Omaha  and  Cedar  Rapids  there  wert  5 
schedules  daily  and  151  seats  in  June  1949.  Average  daily 
intercity  traffic  was  2.5  passengers  in  September  1948. 
There  were  two  schedules  daily  between  Milwaukee  and 
Des  Moines  in  June  1949,  and  there  was  an  averag^  of 
4.2  passengers  daily  between  these  cities  in  September 
194S.  Milwaukee-Omaha  schedules  totaled  two  daily]  in 
June  1949  and  this  segment’s  intercity  passengers  aver¬ 
aged  3.9  in  September  1948. 

To  show  the  quality  of  air,  rail  and  bus  service  between 
Denver  and  Chicago,  United  presents  data  indicating  that 
in  June  1949  there  were  17  airline  schedules  daily,  14  rail 
schedules  daily,  of  which  8  involved  streamlined  trams, 
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and  20  motor  coach  schedules,  making  a  total  of 
5819  51  schedules  daily.  During  this  time  the  fastest 
schedule  between  these  cities  was  3  hours,  30  min¬ 
utes  by  air,  15  hours,  35  minutes  by  rail,  and  28  hours, 
40  minutes  by  motor  coach.  Air  fare  was  $105,  rail  fare 
was  $47  for  coach  and  $79  for  first-class  plus  pullman, 
and  motor  coach  fare  was  $36,  all  exclusive  of  tax.  Be¬ 
tween  Chicago  and  Omaha  there  were  43  rail  schedules  in 
June  1949  and  32  bus  schedules  daily.  Between  Chicago 
and  Des  Moines  there  were  10  rail  schedules  and  24  bus 
schedules,  between  Des  Moines  and  Omaha  there  were  6 
rail  schedules  and  24  bus  schedules,  between  Moline  and 
Omaha  there  were  6  rail  schedules  and  18  bus  schedules 
and  between  Cedar  Rapids  and  Omaha  there  were  20  rail 
schedules  and  6  bus  schedules. 

United  presented  a  study  of  air  traffic  showing  the  one- 
company  air  service  available  between  Chicago  and  cities 
certificated  to  Mid-Continent  on  the  basis  of  schedules  as 
of  June  30,  1949,  and  the  air  passengers  that  moved  in 
September  1947.  This  study  showed  that  average  daily 
round-trip  air  passengers  between  Mid-Continent  cities  and 
Chicago  was  4S5,  that  478  of  these  passengers  moved  be¬ 
tween  Chicago  and  Mid-Continent  cities  that  now  have 
one-company  air  service  to  Chicago  and  that  7  moved 
from  Mid-Continent  cities  that  now  have  only  2-company 
connecting  air  service  to  Chicago.  This  study  shows  that 
of  the  6,901,816  total  25-mile  radius  population  of  cities 
on  Mid-Continent’s  system,  5,591,995  now  have  single¬ 
company  air  service  to  Chicago  and  cities  having  a  popu¬ 
lation  of  1,309,821  have  only  two-companv  connecting 
service  to  Chicago. 

United  contends  that  operation  by  Mid-Continent  of  the 
Parks  system  would  result  in  duplicating  service  between 
United’s  certificated  cities  of  Cedar  Rapids  and  Omaha 
involving  76  passengers  in  September  1948,  between  Chi¬ 
cago  and  Des  Moines  where  it  carried  1,110  passengers  in 
September  1948,  between  Chicago  and  Omaha  which  seg- 
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ment  contributed  1,372  passengers  to  United  in  Septem¬ 
ber  1948,  between  Des  Moines  and  Milwaukee,  represent¬ 
ing  123  passengers  for  United  in  September  1948,  Des 
Moines  and  Omaha  where  the  passengers  totaled  7^0  in 
September  1948,  between  Milwaukee  and  Omaha,  which 
had  96  passengers  carried  by  United  in  September  |.94S, 
and  between  Moline  and  Omaha,  representing  United  traf¬ 
fic  of  128  passengers  in  September  1948. 

Comparing  the  strength  of  certain  segment  termini  on 
the  Parks  route  system  United  shows  that  in  terms  of 
1940  population  Sioux  City  amounted  to  30  percent  that 
of  Omaha,  that  it  had  22  percent  of  the  total  passengers 
that  Omaha  had  in  March  1948,  that  it  had  19  percent  of 
the  revenue  passenger  miles  generated  in  March  1948  and 
30  percent  as  many  flights  scheduled  in  the  first  quarter 
of  1949.  Looking  at  Des  Moines,  it  was  found  that  it  had 
64  percent  of  the  population  of  Omaha,  69  percent  as 
many  passengers  in  March  194S,  63  percent  as  many 
revenue  passenger  miles,  and  70  percent  as  many 
5820  scheduled  flights.  Moline  had  4  percent  as  much 
population  as  Chicago,  1.7  percent  as  many  passen¬ 
gers  in  March  1948,  1.3  percent  as  many  revenue  pas¬ 
senger  miles  in  March  194S,  and  5.3  percent  as  many 
scheduled  flights.  United  refers  to  previous  testimony 
by  Mid-Continent’s  economic  witness  to  the  effect  that 
a  feeder  operation  must  start  in  a  large  terminal  and 
end  in  a  large  terminal,  or  it  would  have  very  little  op¬ 
portunity  of  survival.  Considering  this  position  United 
concludes  that  Mid-Continent,  if  awarded  the  Parks  routes, 
would  ask  that  the  Parks  system  be  extended  to  have 
Omaha  as  a  terminal  on  segmnt  #1  beyond  Sioux  City,  and 
on  segment  numbers  3  and  5  beyond  Des  Moines.  It  sees 
a  similar  possibility  inherent  in  Continental’s  applica¬ 
tion  in  that  Continental  would  under  compulsion  of  cir¬ 
cumstances  request  that  the  route  be  extended  from  Moline 
to  Chicago  in  order  to  make  the  route  system  have  a 
suitably  strong  terminal  point. 
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Looking  at  selected  pairs  of  cities  in  the  North  Central 
area,  United  shows  that  if  Mid-Continent  met  United’s 
fares  as  of  June  1,  1949,  it  would  obtain  a  return  per 
mile  between  Des  Moines  and  Cedar  Rapids  of  4.16^  per 
mile,  between  Des  Moines  and  Moline  of  4.42^  per  mile, 
between  Cedar  Rapids  and  Moline  of  5.31£  per  mile,  be¬ 
tween  Moline  and  Chicago  of  4.25£  per  mile  and  between 
Cedar  Rapids  and  Chicago  of  4.54^  per  mile.  Again 
TTnited  presents  a  showing  of  the  results  that  would  occur 
if  Mid-Continent  applied  its  trunkline  fare  level  to  the 
point-to-point  mileage  of  the  Parks  routes  and  shows  that 
between  Cedar  Rapids  and  Des  Moines  the  fare  would  be 
$9.26  compared  with  which  the  rail  fare  as  of  June  28, 
1949  was  $4.34  and  the  bus  fare  $3.05.  Mid-Continent’s 
fare  between  Des  Moines  and  Moline  vrould  be  $14.06 
compared  with  which  rail  coach  fare  was  $4.49  and  bus 
fare  of  $4.00,  between  Cedar  Rapids  and  Moline  air  fare 
would  be  $4.81  as  compared  with  the  rail  fare  of  $2  and 
a  bus  fare  of  $2,  between  Moline  and  Chicago  Mid-Conti¬ 
nent’s  fare  would  be  $12.74  compared  with  rail  fare  of 
$4.48  and  bus  fare  of  $3.05  and  between  Cedar  Rapids  and 
Chicago  the  Mid-Continent  fare  would  be  $17.55  in  compe¬ 
tition  with  a  rail  fare  of  $5.69,  and  a  bus  fare  of  $4.70.  It 
also  shows  that  the  airport-to-airport  mileage  over  the 
Parks  system  for  the  above  route  segments  is  in  general 
greater  than  the  mileage  over  rail  or  highway.  The  per¬ 
cent  of  the  rail  to  the  air  distance  ranged  from  76  between 
Des  Moines  and  Moline  to  98  between  Cedar  Rapids  and 
Moline,  and  the  percentage  of  highway  to  air  distance 
ranged  from  75  between  Des  Moines  and  Cedar  Rapids 
to  112  between  Cedar  Rapids  and  Moline. 

United  compares  its  Chicago-Omaha  segment  with  the 
systems  of  Mid-Continent  and  Inland  and  the  domestic 
routes  of  Northwest.  From  the  standpoint  of  seasonal 
deviation  of  passenger  travel  it  shows  that  during  the 
12  months  ended  May  1949  United  experienced  on  the 
above  segment  month  to  month  deviations  from  the  aver- 
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age  month  ranging  from  42.4  percent  below  average  in 
January  to  32.4  percent  above  average  in  May  witli  an 
average  deviation  of  15.9  percent.  Mid-Continent’s  month 
to  month  deviation  varied  from  32.1  percent  bslow 
5821  average  in  January  to  17.7  percent  above  average 
in  May  with  an  average  deviation  of  11.3  percent. 
Northwest’s  traffic  deviation  ranged  from  35.7  percen  ;  be¬ 
low  average  in  January  to  33.8  percent  above  average  in 
August  and  its  average  deviation  was  21.3  percent.  In¬ 
land  experienced  traffic  deviations  ranging  from  the  13.8 
percent  below  average  for  November  to  17.6  percent  above 
average  of  August  and  had  an  average  deviation  of  8.7 
percent. 

United  presents  a  study  of  the  interstation  traffic  w|hich 
it  concludes  would  be  subject  to  competition  as  a  result 
of  the  Parks-Mid-Continent  merger.  This  study  shows 
that  a  total  of  359,690  air  passengers  representing  130,- 
767,165  revenue  passenger  miles  annually  on  the  basis  of 
September  1947  traffic  of  various  existing  carriers  would 
be  subject  to  diversion  by  the  merger.  United  also  pre¬ 
sents  an  estimate  of  its  own  traffic  and  revenue  that 
would  be  subject  to  diversion  by  the  merger  on  the  basis 
of  experience  during  the  year  ending  June  30,  1949.  This 
analysis  purports  to  show  that  online  traffic  of  United 
representing  total  of  13,440,001  revenue  passenger  miles 
and  $749,952  revenue  annually  would  be  subject  to  di  ver¬ 
sion,  that  interline  traffic  in  the  amount  of  $248,834  would 
be  subject  to  diversion  or  a  total  of  $99S,786  annually 
for  on  line  and  interline  passengers.  Adding  the  i^iail, 
express,  freight,  and  excess  baggage  that  it  believes  is  in¬ 
volved,  United  concludes  that  the  merger  involves  the  sub¬ 
jection  of  its  traffic  to  diversion  that  would  involve  “otal 
revenue  of  $1,220,915  annually. 
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5822  APPENDIX  NO.  2 

Long-  and  Short-haul  Characteristics  of  Air  Lines 
TriuriJdines 


Average  Average  On-line 
Scheduled  Passenger 
HOP 1  (Miles)  Journey  (Mile) 


•American  Airlines,  Inc. 

238 

460 

•Braniff  Airways,  Inc. 

160 

334 

Capital  Airlines,  Inc. 

133 

293 

•Chicago  &  Southern  Air  Lines 

,  Inc. 

167 

318 

•Colonial  Airlines,  Inc. 

118 

252 

Continental  Air  Lines,  Inc. 

149 

371 

Delta  Air  Lines,  Inc. 

146 

369 

Inland  Air  Lines,  Inc. 

172 

388 

Mid-Continent  Airlines,  Inc. 

147 

293 

•National  Airlines,  Inc. 

160 

530 

•Eastern  Air  Lines,  Inc. 

178 

418 

Northeast  Airlines,  Inc. 

88 

192 

•Northwest  Airlines,  Inc. 

254 

600 

•Transcontinental  &  Western  Air,  Inc. 

244 

677 

•United  Air  Lines,  Inc. 

268 

578 

Western  Air  Lines  Inc. 

Not  reported 

385 

Feederlines 

All  American  Airways,  Inc. 

47 

137 

Central  Airlines,  Inc. 

39  Not  reported 

Challenger  Airlines,  Company 

Not  reported 

269 

Empire  Air  Lines,  Inc. 

53 

208 

Monarch  Air  Lines,  Inc. 

73 

248 

Piedmont  Aviation,  Inc. 

87 

214 

Pioneer  Air  Lines,  Inc. 

89 

275 

Robinson  Airlines  Corp. 

74 

149 

Southern  Airways,  Inc. 

65 

165 

Southwest  Airways  Co. 

47 

179 

1  Total  scheduled  mileage  divided  by  total  scheduled 

departures. 

All  data  herein  based  on  Form  41  reports  for  quarter  ended  Sep¬ 
tember  30,  1949. 
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Average  Average  Online 
Scheduled  Passenger 
HOP  (Miles)  Journey  (Mile) 


Trans-Texas  Airways 

82 

226 

West  Coast  Airlines,  Inc. 

52 

13^ 

Wisconsin  Central  Airlines,  Inc. 

69 

154 

E.  W.  Wiggins  Airways,  Inc. 

Parks  Air  Lines,  Inc.,  average  distance  between  stops — 
Mississippi  Valley  Route,  56  miles,  North  Central  Rotate, 
56  miles,  Great  Lakes  Route,  66  miles. 

Domestic  Feederline  Average  193 

Domestic  Trunkline  Average  461 

•Domestic  system. 

5823  APPENDIX  NO.  3 

Population  and  Probable  Airport  Status 
North  Central  Route 


City  1 

1910  Population 

Satisfacto 
for  DCS  V 
Operation 

Chicago,  Ill. 

3,396,808 

Yes 

Elgin,  Ill. 

38,333 

No 

Rockford,  Ill. 

84,637 

Yes 3 

Freeport,  Ill. 

22,366 

No 

Dubuque,  Iowa 

43,892 

Yes 

Waterloo,  Iowa 

51,743 

Yes 

Fort  Dodge,  Iowa 

22,904 

Ye6 

Sioux  City,  Iowa 

82,364 

Yes 

1  Cities  are  listed  in  the  order  that  they  occur  on  the  route. 

2  Based  on  testimony  of  C.  A.  A.  witness  as  to  whether  suitable 
or  not  from  the  standpoint  of  runway  lengths  and  obstacles. 

3  The  C.  A.  A.  record  used  by  the  C.  A.  A.  witness  as  to  Rockford 
showed  the  airport  to  not  have  sufficiently  long  runways.  How¬ 
ever,  the  record  was  dated  September  1948  and  appears  out  of  date. 
Evidence  at  the  hearing  indicated  that  a  suitable  airport  was  under 
construction,  that  sufficiently  long  runways  had  already  been  btailt, 
and  that  the  airport  would  be  completed  in  all  respects  in  1950. 
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Satisfactory 
for  DCS  VFR 


City 

1940  Population 

Operation 

Beloit- Janesville,  Wis. 

48,357 

Yes 

Madison,  Wis. 

67,447 

Yes 

Baraboo-Portage,  Wis. 

13,431 

No 

La  Crosse,  Wis. 

42,707 

Yes 

Winona,  Minn. 

22,490 

Yes 

Rochester,  Minn. 

26,312 

Yes 

Red  Wing,  Minn. 

9,962 

No 

Minneapolis-St.  Paul,  Minn. 

779,706 

Yes 

Aurora,  Ill. 

47,170 

No 

La  Salle-0  ttawa,  Ill. 

28,817 

No 

Kewanee,  Ill. 

16,901 

No 

Galesburg,  Ill. 

28,876 

No 

Burlington,  Iowa 

25,832 

Yes 

Ottumwa,  Iowa 

31,570 

Yes 

Oskaloosa,  Iowa 

11,024 

No 

Des  Moines,  Iovra 

159,819 

Yes 

Moline,  Ill.  &  Davenport,  Iowa 

100,647 

Yes 

Milwaukee,  Wis. 

587,472 

Yes 

Sterling,  Ill. 

11,363 

No 

Clinton,  Iowa 

26,270 

Yes 

Muscatine,  Io-wa 

18,286 

Yes 

Cedar  Rapids,  Iowa 

62,120 

Yes 

Marshalltown,  Iowa 

19,240 

No 

Great  Lakes  Area  Route 

Rockford,  111. 

84,637 

No 

La  Salle-Ottawa,  Ill. 

28,817 

No 

Peoria,  Ill. 

105,087 

Yes 

Springfield,  Ill. 

75,503 

Yes 

St.  Louis,  Mo. 

816, 04S 

Yes 

East  St.  Louis,  Ill. 

75,609 

Yes 

Galesburg,  Ill. 

28,876 

No 

Bloomington,  Ill. 

32,86S 

Yes 

Champaign-Urbana,  Ill. 

37,366 

Yes 

Danville,  Ill. 

36,919 

Yes 
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City 

Crawfordsville,  Ind. 
Indianapolis,  Ind. 
Decatur,  Ill. 
Chicago,  Ill. 


19 UO  Population 
11,089 
386,972 
59,305 
3,396,808 


Mississippi  Valley 

Route 

St.  Louis,  Mo. 

816,048 

East  St.  Louis,  Ill. 

75,609 

Hannibal,  Mo.-Quincy,  Ill. 

61,335 

Keokuk,  Iowa-Fort  Madison,  Iowa 

29,139 

Burlington,  Iowa 

25,832 

Muscatine,  Iowa 

18,286 

Davenport,  Iowa-Moline,  Ill. 

100,647 

Cape  Girardeau,  Mo. 

19,426 

Cairo,  Ill. 

14,407 

Paducah,  Ky. 

33,765 

Dyersburg,  Tenn. 

10,034 

Jackson,  Tenn. 

24,332 

Memphis,  Tenn. 

292,942 

Poplar  Bluff,  Mo. 

11,163 

Jonesboro,  Ark. 

11,729 

Jefferson  City,  Mo. 

24,268 

Springfield,  Mo. 

61,238 

Joplin,  Mo. 

37,144 

Miami,  Okla. 

8,345 

Tulsa,  Okla. 

142,157 

Kansas  City,  Mo.  &  K.C.,  Kans. 

520,636 

Topeka,  Kans. 

67,833 

Emporia,  Kans. 

13,188 

Chanute,  Kans. 

10,142 

Coffeyville,  Kans. 

17,355 

Bartlesville,  Okla. 

16,267 

Satisfactory 
for  DC-8  VFR 
Operation 

Yes 

Yes 

Yes 

Yes 


Yes 

Yes 

Yes 

No 

Yes 

Yes 

Yes 

Yes 

No 

Yes 

Yes 

Yes 

Yes 

No 

Yes 

Yes 

Yes 

Yes 

No 

Yes 

Yes 

Yes 

No 

Yes 

Yes 

Yes 
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80  BEFORE  THE 

CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

In  the  Matter  of 

PARKS  INVESTIGATION  CASE 
Docket  No.  3965  et  al. 

Petition  of  Continental  Southern  Lines,  Inc.  for  Rehear¬ 
ing,  Reargument  and  Reconsideration,  and  for  a  Stay 

Continental  Southern  Lines,  Inc.,  is  an  applicant  in  the 
Parks  Investigation  Case,  Docket  No.  3965  et  al.,  for 
routes  previously  awarded  to  Parks  Airlines  in  the  Mis¬ 
sissippi  Valley  Case,  Docket  No.  548  et  al.;  the  Great 
Lakes  Area  Case,  Docket  No.  535  et  al.  In  Order  Serial 
No-  E-4472,  dated  July  28,  1950,  the  Civil  Aeronautics 
Board  denied  the  application  of  Continental  Southern 
Lines  and  awarded  the  routes  in  question  to  Ozark  Air¬ 
lines,  Inc.  Continental  Southern  respectfully  requests  re¬ 
consideration  of  this  determination  and  certain  other  re¬ 
lief,  and  in  support  of  this  petition  alleges  as  follows: 

I.  OZARK  AIRLINES  IS  NOT  FIT,  WILLING  OR 
ABLE  TO  OPERATE  THE  ROUTES  FOR  WHICH 
IT  WAS  SELECTED. 

A.  Ozark  Did  Not  Submit  Either  Admissible  or  Ade¬ 
quate  Evidence  of  a  Plan  to  Operate  DC-3  Type 
Aircraft. 

1.  The  admission  of  testimony  and  exhibits  relating  to 
DC-3  aircraft  was  in  error  amd  the  denial  of  a  fair 
hearing  as  well  as  procedural  due  process. 

At  the  prehearing  conference  Examiner  Ralph  L.  Wiser 
fixed  September  6,  1949,  as  the  date  on  which  exhibits  in 
the  Parks  Investigation  Case  would  be  exchanged.  On 
that  date  Ozark  distributed  to  the  parties  a  detailed  90- 
page  volume  of  exhibits  relating  exclusively  to  the  use  of 
single-engine  aircraft  over  the  proposed  routes;  no  in- 
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formation  with  respect  to  the  DC-3  type  operation 
81  was  submitted.  The  hearing  in  this  case  (com¬ 
menced  on  September  28,  1949,  and  even  by  that 
date  Ozark  had  distributed  to  the  parties  no  information 
with  respect  to  DC-3  type  operation.  It  was  not  until 
October  14,  1949,  that  Ozark  distributed  its  evidence  with 
respect  to  the  use  of  twin-engine  equipment  over  the 
Parks  routes.  This  evidence  consisted  of  a  single  type¬ 
written  sheet.  This  single  typewritten  sheet,  which  was 
admitted  in  evidence  only  over  the  strenuous  objection  of 
opposing  counsel,  has  been  seized  upon  by  the  Exandner 
and  the  Board  as  an  “alternative  plan.”  Such  a  desig¬ 
nation  magnifies  to  the  point  of  misrepresentation  the 
actual  state  of  the  evidence  submitted.  Moreover,  its 
very  admission  purported  to  change  the  whole  complexion 
of  Ozark’s  case  more  than  five  weeks  after  that  case 
should  have  been  presented  to  the  opposing  parties.  The 
acceptance  of  these  data  at  this  late  date  deprived  the 
parties  of  their  rightful  privilege  of  examination  of 
Ozark’s  proposal  and  precluded  adequate  cross-examina¬ 
tion  of  Ozark’s  witnesses.  The  admission  of  this  evidence 
denied  to  the  parties  their  right  to  a  fair  hearing,  and 
was  a  deprivation  of  the  right  of  procedural  due  process. 

2.  The  evidence  submitted  concerning  the  operation  of 
DC -3  aircraft  did  not  constitute  a  plan  of  operation. 

Even  if  the  Board  were  to  ignore  the  serious  question 
of  the  untimeliness  and  inadequacy  of  Ozark’s  evi4ence 
with  respect  to  DC-3  aircraft,  it  cannot  on  the  basis  of 
the  record  conclude  that  such  evidence  constituted  a  plan 
of  operation.  Even  counsel  for  Ozark  made  this  blear 
when  he  said: 

“I  believe  if  counsel  reads  the  testimony  of  Friday,  he 
will  find  that  Mr.  Hamilton’s  testimony  went  only  to  the 
question  that  there  were  certain  routes  which  could  be 
served.  7  don’t  think  his  testimony  revealed  any  declara¬ 
tion  of  intention  to  serve  them  as  such  with  DC-3’s.  ■  . 
(Underscoring  added) 


380 


82  This  conclusion  is  amply  supported  by  the  testi¬ 
mony  of  Ozark ’s  witnesses.  (Transcript  1562, 
1610-1612,  1614,  1753-1754) 

3.  The  deficiencies  in  Ozark’s  plan  of  operation  should 
disqualify  it  as  an  acceptable  applicant. 

At  page  12  in  the  Board’s  decision,  there  is  the  follow¬ 
ing  statement: 

“We  also  find  that  the  Examiner  is  correct  in  his  con¬ 
clusion  that  substantial  parts  of  the  Parks  routes  could 
not  be  served  adequately  with  single-engine  aircraft  and 
that  an  applicant  whose  ability  to  inaugurate  service  over 
those  routes  is  limited  to  inauguration  of  service  with 
single-engine  aircraft  should  not  be  selected  herein.” 

On  the  basis  of  this  preliiminary  determination,  Ozark 
should  have  been  disqualified  as  an  applicant  for  any  of 
the  routes  in  question. 

jB.  Ozark  Is  Not  Financially  Fit  To  Operate  the 
Routes  For  Which  It  Was  Designated. 

1.  Both  Public  Counsel  and  the  Examiner  found  on  the 
basis  of  the  record  that  Ozark  had  inadequate  finan¬ 
ces  to  operate  both  the  Great  Lakes  and  the  Mis¬ 
sissippi  Valley  routes. 

At  page  63  of  their  Brief  to  the  Examiner  Public 
Counsel  concluded  that  Ozark  did  not  have  sufficient  re¬ 
sources  to  provide  the  capital  necessary  to  activate  even 
a  single  system  of  the  Parks  routes.  They  stated: 

“If  Ozark  were  to  be  considered  for  only  one  system 
(e.g.  the  Great  Lakes  system  or  the  Mississippi  Valley, 
Tr.  1633),  it  is  estimated  that  Ozark  would  require  about 
$442,000  for  the  former  and  $700,000  for  the  latter  based 
upon  an  estimated  $482  investment  per  route  mile.  The 
inability  of  Ozark’s  resources  to  meet  such  a  requirement 
has  already  been-  noted.”  (Underscoring  added) 
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At  page  28  of  his  report,  the  Examiner  concludes  that 
Ozark  does  not  have  the  financial  ability  to  operate  more 
than  one  of  the  route  systems  previously  awarded 
83  to  Parks.  The  analysis  made  by  these  two  impar¬ 
tial  and  completely  objective  parties  to  the  pro¬ 
ceeding  reached  the  only  conclusion  possible  from  a  fair 
appraisal  of  the  record — that  Ozark  does  not  have  the 
capital  resources  to  operate  the  routes  for  which  it  ap¬ 
plied. 

2.  The  evidence  relied  upon  by  the  Board  with  respect 
to  Ozark* s  fitness  is  unsubstantial. 

Even  if  the  stock  subscriptions  of  Ozark  are  fully  met, 
and  the  Board’s  experience  in  this  respect  gives  no  cause 
for  optimism,  Ozark  has  still  failed  to  prove  where  it 
will  get  the  balance  of  its  capital  needs.  The  hearsay 
evidence  of  Ozark’s  vice  president  that  the  stock  sub¬ 
scribers  would  be  willing  to  advance  additional  money  if 
necessary  was  founded  upon  nothing  but  the  baldest  of 
assertions.  His  statement  that  a  $400,000  secured  bank 
loan  would  be  forthcoming  is  illusory;  before  the  testi¬ 
mony  concerning  the  bank  loan  can  be  given  any  proba¬ 
tive  value,  it  must  first  be  established  that  Ozark  would 
have  enough  acceptable  collateral  to  secure  that  loan. 
This  has  not  been  demonstrated,  and  any  analysis  of  the 
needs  for  operating  equipment  would  reveal  that  such  a 
loan  would  be  an  absolute  impossibility. 

Continental  Southern  submits  that  the  evidence  relied 
upon  by  the  Board  in  finding  Ozark  to  be  financially  fit  is 
not  substantial  evidence,  but  rather  the  mere  assertion 
of  an  ultimate  fact  which  may  not  properly  support  the 
finding  of  an  administrative  agency.  Consolidated  Edison 
Co.  of  New  York  v.  NLRB ,  305  XT.  S.  197  (1932) ;  Sagi¬ 
naw  Broadcasting  Co.  v.  FCC,  68  App.  D.  C.  282,  96 
F.  2d.  544  (1938),  aff’d  305  U.  S.  613  (1938). 
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C.  Condicsion 

The  Board’s  opinion  with  respect  to  the  award 
84  of  Mississippi  Valley  and  the  Great  Lakes  Area 
routes  is  an  apology  for  the  inadequacy  of  the 
carrier  to  which  it  entrusts  a  serious  public  obligation. 
The  determination  that  Ozark  Airlines  did  in  fact  submit 
a  plan  to  operate  DC-3  type  aircraft  is  a  distortion  of 
the  record  and  makes  mockery  of  the  administrative  pro¬ 
cedure.  The  conclusion  that  this  applicant  is  financially 
fit  to  provide  the  long  delayed  air  service  throughout  the 
Middle  West  is  an  abandonment  of  the  one  lesson  that 
should  be  obvious  from  the  feeder  airline  cases:  vague 
plans  can  no  longer  support  a  finding  of  financial  fitness; 
with  a  record  replete  with  unfilfilled  financial  promises, 
nothing  short  of  a  completely  realistic  and  complete 
financial  plan  should  be  given  a  moment’s  consideration. 
The  Civil  Aeronautics  Board  has  a  duty  to  the  country 
as  well  as  to  the  opposing  applicants  in  this  case  to  re¬ 
consider  its  conclusion  and  to  find  that  Ozark  Airlines  is 
not  fit,  willing  or  able. 

n.  CONTINENTAL  SOUTHERN  LINES  BEST 
MEETS  THE  TEST  OF  FITNESS,  WILLING¬ 
NESS  AND  ABILITY  AND  SHOULD  BE  SE¬ 
LECTED  TO  OPERATE  THE  MISSISSIPPI 
VALLEY  AND  GREAT  LAKES  AREA  ROUTES. 

A.  Certification  of  Continental  Southern  Lines ,  Inc. 
would  require  no  further  procedural  action  because 
Section  408  is  inapplicable  to  existing  control  rela¬ 
tionships • 

Section  408(a)(5)  makes  it  unlawful,  without  approval, 
for  a  surface  carrier  “to  acquire  control”  of  an  air  car¬ 
rier.  An  air  carrier  is  defined  by  Section  1  (2)  as  an 
organization  engaging  in  air  transportation.  Transconti¬ 
nental  Bus  System  acquired  control  of  Continental  South¬ 
ern  Lines,  Inc.,  the  applicant  in  the  instant  proceeding, 
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on  August  19,  1949.  At  the  time  of  this  parent/subsidiary 
relationship  was  established,  Continental  Southern 
85  was  not  an  “air  carrier,,  within  the  meaning  of 
Section  1(2)  or  Section  408(a)(5).  The  control  re¬ 
lationship  was,  therefore,  not  one  within  the  jurisdiction 
of  the  Civil  Aeronautics  Act.  If  at  a  later  date  donti- 
nental  Southern  Lines,  Inc.,  were  by  permission  of  this 
Board  “to  engage  in  air  transportation”  and  to  become 
thereby  “an  air  carrier”  its  control  by  Transcontinental 
would  still  not  be  within  the  purview  of  Section  408A(5), 
because  Transcontinental  would  not  have  “acquired”  con¬ 
trol. 

An  almost  identical  problem  was  involved  in  the  case 
of  Boston  and  Maine  Central  Railroads,  Control — North¬ 
east  Airlines,  Inc.,  4  CAB  379  (1943),  where  the  Board 
concluded  that  Section  408  does  not  apply  to  the  continu¬ 
ance  or  maintenance  of  control  by  a  surface  carrier  over 
an  air  carrier  where  such  control  was  acquired  prior  to 
the  time  the  parties  were  subject  to  the  jurisdiction  of  the 
Civil  Aeronautics  Act. 

B.  Even  if  Section  408  were  otherwise  applicable,  the 
transfer  of  certificate(s)  would  render  any  408 
proceeding  urmecessary  and  would  thereby  elimi¬ 
nate  the  alleged  delays  and  uncertainties- 

1.  Introduction . 

Subsequent  to  the  date  when  it  was  permissive  to 
amend  applications,  Transcontinental  acquired  control  of 
Continental  Southern,  the  applicant  in  this  proceeding. 
If  the  argument  advanced  above,  (II.  A.)  is  rejected, 
there  then  arises  the  problem  that  certification  of  Conti¬ 
nental  Southern  would  automatically  create  a  control  re¬ 
lationship  in  the  purview  of  Section  408(a)(5).  On  the 
other  hand,  if  the  application  in  this  case  had  been  filed 
in  the  name  of  Transcontinental  instead  of  the  name  of 
its  wholly  owned  subsidiary,  no  such  control  problem 
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would  exist,  (except  as  discussed  in  II.  B.  2. 

86  below).  In  order  to  avoid  the  possibility  of  such 
hyper-technical  construction,  Continental  Southern 

and  Transcontinental  filed  a  joint  application  on  June  12, 
1950,  for  the  approval  for  the  transfer  of  certificate (s) 
from  the  former  to  the  latter. 

The  contemplated  transfer  of  the  bare  certificate  of 
public  convenience  and  necessity  is  governed  by  Section 
401  (i)  of  the  Act  which  provides  simply  that  the  trans¬ 
action  must  be  consistent  with  the  public  interest.  Turner 
Airlines,  Inc. — Transfer  of  Certificate,  10  CAB  — 
(1949);  Transfer,  of  Woodley  Airways  Certificate  to  Pa¬ 
cific  Northern  Airlines,  Inc.,  8  CAB  217  (1947) ;  United 
Airlines,  Inc. — Western  Airlines,  Inc.,  Acquisition  of  Air 
Carrier  Property,  8  CAB  298  (1947) ;  Thomas  E.  Gordon 
d.b.a.  Orlando  Airlines,  Transfer  of  Certificate,  7  CAB 
429  (1946) ;  Acquisition  of  Cordova  Air  Service  Inc.,  by 
Alaskan  Airlines,  Inc-,  4  CAB  708  (1944) ;  Acquisition  of 
Mayflower  Airlines,  Inc.  by  Northeast  Airlines,  Inc-,  4 
CAB  680  (1944). 

Neither  Section  408(a)(2)  nor  any  other  provision  of 
Section  408  is  applicable  to  the  assignment  without  con¬ 
sideration  of  the  bare  certificate  of  public  convenience  and 
necessity.  In  the  first  place,  such  an  assignment  is  not  a 
“purchase”,  and  in  the  second  place,  the  bare  certificate 
of  public  convenience  and  necessity  is  not  “property” 
within  the  meaning  of  Section  408(a)(2).  F.  C.  C.  v. 
Sanders  Radio  Station ,  309  U.  S.  470,  475;  Ashbacker 
Radio  Co.  v.  F.  C.  C.,  326  U.  S.  327,  331  (1945). 

2.  Section  408(a)(5)  is  not  applicable  to  the  control 
of  surface  carrier  by  an  air  carrier. 

If  the  Board  were  to  approve  the  transfer  of  air  cer¬ 
tificates  herein  requested,  Transcontinental  would  become 
an  air  carrier  under  the  meaning  of  the  Act.  As 

87  such  it  would  control  several  surface  companies. 
These  control  relationships,  however,  are  not  ones 
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which  fall  within  the  purview  of  Section  408(a)(5),  Which 
deals  with  the  situation  where  an  air  and/or  surface  car¬ 
rier  controls  an  air  carrier.  In  order  for  this  section  to 
be  made  applicable  it  would  be  necessary  for  the  B^ard 
literally  to  invert  the  language  employed  by  Congress. 
Surprisingly  enough  this  was  actually  done  in  the  Air 
Freight  Forwarder  Case ,  9  CAB  473  (1948),  because 
“the  control  of  a  common  carrier  by  an  air  carrier  is 
not  in  substance  different  from  that  where  the  surface 
carrier  owns  the  air  carrier.”  Such  reasoning  and  the 
conclusion  which  flows  from  it  is  at  variance  with  the 
legislative  history  of  Section  408.  The  purpose  of  Sec¬ 
tion  408  was  to  guard  air  carriers  from  possible  domina¬ 
tion  by  surface  carriers.  There  is  no  indication  in  the 
entire  legislative  history  which  even  remotely  suggests 
that  Congress  feared  the  domination  of  surface  carriers 
by  air  carriers.  The  applicants  submit  that  the  Civil 
Aeronautics  Board  is  without  authority  to  expand  its 
jurisdiction  by  making  such  an  interpretation. 

88  Section  212(a)  of  the  Motor  Carrier  Act  of  1935 
was  the  model  from  which  Section  408(a)  of  the  Civil 
Aeronautics  Act  of  1938  was  copied.  Section  213  was 
designed  to  regulate  the  control  of  motor  carriers  by 
rail  carriers,  and  in  1940  it  was  amended  and  expanded 
by  Act  of  Congress  to  regulate  “ affiliations ”  between 
motor  and  rail  carriers.  However,  during  the  period 
1935  to  1940,  when  the  Motor  Carrier  Act  had  the  same 
scope  of  the  Civil  Aeronautics  Act,  the  language  was 
never  inverted  so  as  to  regulate  the  control  of  a  rail 
carrier  by  a  motor  carrier. 

The  perfect  analogy  in  the  ICC  field  is  where  a  rail 
carrier,  which  also  conducts  motor  carrier  operations, 
seeks  control  of  another  rail  carrier.  This  situation  a^ose 
many  times  between  1935  and  1940;  yet  not  in  one  in¬ 
stance  did  the  ICC  hold  that  the  acquisition  was  subject 
to  Section  213  of  the  Motor  Carrier  Act.  The  following 
cases  are  examples  of  this  situation : 
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Union  Pacific  R.  Co.  Unification,  207  ICC  543  (1935) 
New  York  Central  Acquisition  of  Chicago  A.  &  S.  R. 
Co.,  207  ICC  519  (1935) 

Genessee  Falls  Ry .  Co.  Control,  212  ICC  637  (1936) 
Laramie,  N.  P.  &  W.  R.  Co.  Control,  212  ICC  37  (1935) 
Ogden  Mine  R.  Co.  Control,  217  ICC  401  (1936) 
Central  Vermont  Term.  Inc.,  Control,  217  ICC  357 
(1936) 

Dexter  &  P.  R.  Co.  Control,  217  ICC  527  (1936) 
Philadelphia,  B.  &  W.  R.  Co.  Acquisition,  217  ICC  612 
(1936) 

Oregon  Short  Line  R.  Co.  Acquisition,  217  ICC  135 
(1936) 

Cleveland  &  M.  V.  Ry.  Co.  Control,  236  ICC  194  (1939) 
Southern  Ry.  Co.  Acquisition,  236  ICC  315  (1939) 

89  Even  if  it  were  held  that  Section  408(a)(5)  were 
applicable  to  the  control  of  a  surface  carrier  by 
an  air  carrier,  the  approval  of  such  relationship  would 
not  be  governed  by  the  second  proviso  of  subsection  (b), 
but  rather  by  the  first  proviso  which  adds  no  test  not 
already  imposed  by  section  401(d)  and  401  (i).  A  literal 
reading  of  the  second  proviso  of  subsection  (b)  will  re¬ 
veal  the  utter  futility  of  attempting  to  apply  that  proviso 
to  the  situation  where  an  air  carrier  controls  a  surface 
carrier.  The  first  proviso  of  subsection  (b)  merely  re¬ 
quires  that  the  control  relationship  not  restrain  competi¬ 
tion  nor  jeopardize  existing  carriers.  Both  of  these  con¬ 
siderations  will  have  been  thoroughly  examined  in  the 
Section  401(d)  and  401  (i)  proceedings.  Such  determina¬ 
tions  would  be  no  cause  for  delays  or  uncertainties  in 
any  subsequent  Section  408  proceeding. 

Even  if  the  second  proviso  were  held  to  be  applicable, 
it  is  not  necessary  to  use  the  1  ‘auxiliary  and  supplemental 
test”  in  determining  the  approval  of  the  control  relation¬ 
ships.  In  recent  cases  before  the  Interstate  Commerce 
Commission,  it  has  been  held  that  where  the  acquiring 
carrier  is  smaller  than  the  one  that  it  seeks  to  control 
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(thereby  eliminating  any  fear  of  domination  of  the  latter 
contrary  to  public  interest),  the  auxiliary  and  supplemen¬ 
tal  test  is  not  applicable.  Cranberry  Corp — Control  and 
Merger,  ET  &  WNC  Motor  Transport,  38  MCC  113 
(1942);  Red  Ball,  Inc. — Purchas e-Wallace,  38  MCC!  453 
(1942).  The  elimination  of  this  restrictive  test  for  the 
same  reason  in  the  instant  case  would  remove  from  any 
section  408  proceeding  any  just  cause  for  fearing  Either 
delays  or  uncertainties  in  the  outcome  of  the  decision. 

90  3.  Transcontinental  and  Continental  Southern  are 

entitled  to  a  decision  on  their  transfer  applica¬ 
tion. 

Transcontinental  and  Continental  Southern  filed  an  ap¬ 
plication  pursuant  to  Section  401  (i)  of  the  Act,  request¬ 
ing  approval  of  the  transfer  of  certificate (s)  to  the  former 
from  the  latter.  The  purpose  of  this  application  was  to 
eliminate  whatever  technical  problems  might  arise  by 
reason  of  the  application  having  originally  been  filed  in 
name  of  the  wholly  owned  subsidiary  instead  of  in  the 
name  of  the  parent  company.  It  was  filed  in  the  Relief 
that  no  substantive  decision  should  be  allowed  to  turn 
upon  the  almost  inconsequential  fact  that  Trans-Continen¬ 
tal  was  not  the  applicant  in  this  case. 

To  say  that  this  is  a  “device”  is  to  miss  the  question. 
The  issue  is  simply  this:  Is  the  application  for  the  pro¬ 
posed  transfer  consistent  with  the  public  interest?  The 
applicants  are  entitled  to  a  decision  on  this  issue.  If  a 
Section  408  proceeding  may  be  “avoided”  as  distin¬ 
guished  from  “evaded”  the  applicants  are  entitled  to  the 
full  benefits  of  the  statute  and  the  Board  is  without 
power  to  superimpose  its  own  feelings  as  additions!  re¬ 
quirements.  In  determining  whether  or  not  the  proposed 
transfer  is  consistent  with  the  public  interest  the  Board 
is,  of  course,  at  liberty  to  examine  the  policy  evidenced 
by  any  provision  of  the  statute.  It  is  unfair  to  assert 
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that  the  applicants  are  asking  the  Board  to  read  Section 
408  out  of  the  Act. 

91  If  this  transfer  were  approved  by  the  Board 
there  would  exist  no  control  relationship  for  which 

Section  40S  was  intended  to  restrict  and  the  Boards 
statement  to  the  contrary  on  page  17  of  its  decision  is  at 
variance  with  the  facts  of  the  record.  Approval  of  this 
transfer  would,  therefore,  eliminate  “the  delays  and 
uncertainties,,  that  the  Board  alleges  to  be  inherent  in 
the  certification  of  Continental  Southern. 

92  C.  If  a  Section  408  Proceeding  Would  Be  Neces¬ 

sary,  the  Delays  Incident  Thereto  Are  Not  a 
Substantial  Basis  for  Denying  tine  Application 
of  Continental  Southern. 

It  is  to  be  admitted  that  any  proceeding  under  Section 
408  would  result  in  some  delays;  yet  it  does  not  neces¬ 
sarily  follow  that  such  delays  would  be  substantial  or 
significant.  Similar  proceedings  under  Section  408  have 
been  greatly  expedited.  For  example,  in  the  case  of 
Central  Airlines  only  25  days  elapsed  between  the  date 
of  the  hearing  and  the  order  approving  a  control  rela¬ 
tionship  (Order  Serial  No.  3063).  In  the  case  of  Robin¬ 
son  Airlines  only  12  days  elapsed  between  the  date  of 
the  hearing  and  the  Board’s  order  approving  a  control 
relationship  (Order  Serial  No.  E-2170).  In  the  case  of 
Metropolitan  Aviation  Corp.  only  10  days  elapsed  be¬ 
tween  the  date  of  the  hearing  and  the  order  approving  a 
control  relationship  (Order  Serial  No.  E-3741).  Because 
the  problems  presented  in  this  application  are  familiar 
to  the  Board,  there  is  no  just  reason  for  believing  that 
the  disposition  of  any  necessary  Section  408  case  would 
take  longer  than  the  examples  cited  above. 

It  shonld  be  further  noted  that  whatever  delay  might 
arise  in  connection  with  a  Section  408  proceeding  has  been 
imposed  by  the  Board  itself.  Six  months  ago  (March  6, 
1950)  Transcontinental  and  Continental  filed  a  joint  ap- 
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plication  for  approval  to  control,  pursuant  to  Section  408, 
if  such  approval  be  considered  necessary,  and  requested 
that  the  application  “be  promptly  assigned  for  hearing.” 
It  is  manifestly  unfair  for  the  Board  at  this  time  to  deny 
the  application  of  Continental  Southern  on  the  grounds 
that  delays  would  result  from  a  408  proceeding  when  the 
applicants  have  given  the  Board  the  opportunity  to  con¬ 
duct  such  a  proceeding. 

93  Moreover,  the  Board  could  have  made  a  hiding 
in  the  401(d)  proceeding  that  the  proposal  satisfied 
the  requirements  of  the  second  proviso  of  Section  408 
and  thereby  eliminated  any  further  delay. 

D.  If  a  Section  408  Proceeding  Would  be  Necessarij  the 
Uncertainties  Thereto  Are  Not  a  Substantial  Basis 
for  Denying  the  Application  of  Continental  Southern. 

The  Board  states  there  is  “grave  question”  and  “se¬ 
rious  doubt”  whether  Transcontinental  would  be  able  to 
satisfy  the  requirements  of  a  Section  408  proceeding. 
And  if  it  could  not  then  certification  wmuld  have  been 
futile.  Such  an  analysis  evidences  either  a  predisposition 
of  the  case  on  its  merits  before  the  record  is  even  sub¬ 
mitted,  or  a  conclusion  that  it  is  legally  impossible  for  a 
bus  company  to  satisfy  the  requirements  of  Section  408. 
In  the  first  instance  the  action  is  arbitrary  and  capricious 
and  in  the  second  instance  it  is  based  on  a  legal  misinter¬ 
pretation  of  the  statute. 

As  noted  on  pages  10  and  11  of  this  Petition,  on  similar 
facts,  and  working  with  a  similar  statute,  the  Interstate 
Commerce  Commission  has  ruled  that  the  “auxiliary  and 
supplemental  test”  (itself  a  creation  of  the  ICC)  is  not 
applicable.  The  doubts  of  the  Board  apparently  arise 
from  the  assumption  that  this  “test”  has  replaced  the 
language  of  the  statute;  and  that  even  in  a  factual  situa¬ 
tion  wdiere  the  test  has  no  meaning  it  should  nonetheless 
be  applied.  Moreover,  in  cases  involving  new  route  exten¬ 
sions,  as  distinguished  from  acquisitions,  the  ICC  has 
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ruled  that  the  Section  408  equivalent  is  not  applicable. 
St.  Andrews  Bay  Transp •  Co.  Extension  of  Operations, 
3  MCC  711  (1937) ;  Santa  Fe  Trail  Stages,  Inc.,  Com¬ 
mon  Carrier  Application,  21  MCC  725  (1940). 

94  On  page  15  of  the  Boards  decision  it  is  stated 
that  air  service  is  limited  to  that  which  is  auxiliary, 
supplemental  and  therefore  incidental,  to  surface  carrier 
operations.  This  decision  is  a  story  of  cumulative  error. 
It  was  error  in  the  first  place  to  hold  that  Section  408 
was  itself  applicable;  it  was  error  to  hold  that  the  second 
proviso  of  Section  408,  which  has  in  some  instances  been 
interpreted  to  mean  auxiliary  and  supplemental,  should 
be  so  interpreted  in  this  case;  and  it  was  finally  in  error 
to  hold  that  the  second  proviso  of  Section  408  would 
limit  the  air  operations  of  the  applicant  to  those  which 
are  incidental  to  its  bus  operations. 

The  petitioner  contends  that  the  administrative  inter¬ 
pretation  of  the  statute  has  been  carried  to  the  point 
where  Section  408  is  no  longer  a  condition  but  a  prohibi¬ 
tion.  Such  interpretation  violates  the  statute,  the  intent 
of  Congress  and  the  Constitution.  The  petitioner  has,  in 
this  case,  presented  a  plan  of  air  operations  which  would 
to  the  fullest  extent  possible  be  coordinated  with  its  sur¬ 
face  systems.  If  the  applicant  has  failed  to  satisfy  the 
second  proviso  of  Section  408,  the  applicant  confidently 
asserts  that  that  Section  can  not  be  satisfied  under  the 
Board’s  administrative  tests. 

Part  of  the  Board’s  error  is  its  failure  to  recognize  that 
the  Interstate  Commerce  Commission  does  not  impose 
similar  restrictions.  In  the  case  of  Pacific  Motor  Truck¬ 
ing  Company — Valley  Purchase,  39  ICC  441  (1943),  the 
ICC  stated  that  they  had  never  intended  to  prohibit  rail¬ 
roads  from  rendering  a  motor  carrier  service  “in,  addi¬ 
tion  to,  and  substitute  for,  and  in  lieu  of,  the  parallel 
railroad,  service  .  .  .”.  This,  and  similar  cases,  have 
been  called  to  the  attention  of  the  Board  but  they  have 
apparently  been  given  no  consideration. 
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95  E.  The  accumulation  of  miscellaneous  errors  in 

the  Board’s  decision  was  prejudicial  to  Conti¬ 
nental  Southern  Lines,  Inc. 

It  was  prejudicial  for  the  Board  to  assert  that  certifi¬ 
cation  of  Continental  Southern  would  be  “futile”,  The 
Board  failed  to  consider  the  possibility  of  issuance  of  a 
certificate  conditional  upon  the  dismissal  or  approval  of 
the  Section  408  application.  It  failed  further  to  consider 
the  possibility  that  Continental  Southern  Lines  could  di¬ 
vest  itself  of  its  certificate  after  a  408  proceeding  through 
its  parent  company  or  to  qualified  third  parties. 

The  Boards  finding  on  page  16  that  Continental  South¬ 
ern  was  not  more  fit,  willing  and  able  than  the  other 
applicants  to  operate  the  proposed  routes  is  at  complete 
war  with  the  record.  Continental  Southern  is  the  only 
feeder  applicant  proposing  to  use  twin  engine  equipment 
in  the  Mississippi  Valley  area,  and  because  of  its  finan¬ 
cial  fitness  Public  Counsel  said  it  was  the  only  applicant 
that  could  guarantee  to  activate  the  Mississippi  Valley 
routes  within  a  short  time.  Its  plan  of  operation,  ii;s  rep¬ 
resentations  as  to  financial  fitness,  its  organization  and 
experience  in  the  field  of  scheduled  transportation,  prove 
conclusively  that  it  was  the  most  fit,  willing  and  able  of 
all  the  feeder  applicants  in  this  case.  The  Board's  fail¬ 
ure  to  make  such  a  finding  was  prejudicial.  Its  conclu¬ 
sion  to  the  contrary  in  the  absence  of  any  supporting 
reasons  was  error. 

The  Board  also  erred  in  failing  to  consider  the  possible 
integration  of  the  Mississippi  Valley  routes  north  of 
Memphis  and  the  Mississippi  Valley  routes  south  of 
Memphis.  The  finding  that  Continental  Southern  would 
be  more  fit  to  operate  south  of  Memphis  seems  empty  in 
view  of  a  subsequent  finding  in  the  Reopened  Mississippi 
Valley  Case,  Docket  No.  548  et  al,  that  the  routes  south 
of  Memphis  were  not  large  enough  to  be  operated 

96  by  independent  carrier. 

It  was  prejudicial  for  the  Board  to  state  that 
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they  had  no  assurance  from  the  applicant  that  the  routes 
would  be  activated  prior  to  a  decision  in  whatever  con¬ 
trol  proceedings  might  be  necessary.  The  parties  had 
no  knowledge  that  such  assurances  were  considered  in 
order  or  proper,  and  were  never  asked  by  the  Board  if 
they  would  be  willing  to  grant  such  assurances. 

It  was  prejudicial  for  the  Board  to  ignore  the  effect 
of  the  Korean  crisis  on  the  disposition  of  the  issues  in 
this  case.  The  emergency  which  arose  subsequent  to  the 
last  procedural  step  in  this  proceeding  has  had  a  pro¬ 
nounced  influence  on  two  very  important  points.  In  the 
first  place,  DC-3  aircraft  have  become  practically  un¬ 
available  and  all  evidence  indicates  that  no  new  carrier 
designated  in  this  case  will  be  able  to  activate  routes 
awarded  to  it  until  the  crisis  is  over.  This  means  that 
the  delays  which  might  have  arisen  because  of  further 
procedural  steps  in  connection  with  the  certification  of 
Continental  Southern  Lines.  Inc.  are  no  longer  of  sig¬ 
nificance.  Such  further  procedural  steps,  if  expedited, 
could  be  completed  before  necessary  equipment  could  be 
available  to  any  new  carrier.  In  the  second  place,  the 
Korean  crisis  has  had  a  pronounced  effect  on  the  price 
of  DC-3  type  aircraft  and  what  evidence  is  available  in¬ 
dicates  that  carriers  such  as  Ozark,  whose  ability  to 
finance  the  proposed  operations  was  marginal  at  best, 
may  now  experience  insurmountable  difficulties  in  view  of 
the  increased  cost  of  almost  every  capital  expenditure. 
The  Board  should  reopen  the  proceedings  to  evaluate  the 
effect  of  this  new  factor  on  its  decision. 

97  ITT.  RELIEF  REQUESTED. 

A.  Reopen  the  case. 

The  petitioner  respectfully  requests  the  Board  to  re¬ 
open  Docket  No.  3965  et  al,  to  permit  following  action: 

1.  Substitution  of  Transcontinental  as  the  applicant 
in  place  of  Continental  Southern. 
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2.  Submission  of  evidence  on  the  unavailability  of  DC-3 
aircraft. 

3.  Submission  of  evidence  on  the  increased  cost  of  DC-3 
type  aircraft. 

B.  Reconsider  the  selection  of  carrier. 

In  view  of  all  the  arguments  advanced  in  this  petition 
and  in  the  briefs  and  other  presentations  of  the  peti¬ 
tioner,  it  is  respectfully  requested  that  the  Board  recon¬ 
sider  the  award  of  Great  Lakes  and  Mississippi  Valley 
routes  to  Ozark  and  award  such  route  systems  to  Con¬ 
tinental  Southern. 

It  is  submitted  that  in  view  of  the  unavailability  to  any 
aircraft,  such  reconsideration  would  result  in  no  net  delay 
to  the  providing  of  air  service  to  this  area.  It  is  simul¬ 
taneously  requested  that  the  Board  set  down  for  hearing 
the  application  of  Continental  Southern  Lines,  Inc.,  and 
Transcontinental  Bus  System  for  approval  of  the  rela¬ 
tion  between  the  two  companies  if  such  approval  is  neces¬ 
sary  and  reference  is  made  to  a  motion  filed  on  this  date 
requesting  such  action. 

C.  Extend  the  effective  date  of  Ozark  certificate. 

It  is  finally  requested  that  the  Board  either  extend,  or 
secure  from  the  Court  permission  to  extend,  the  effective 
date  of  Ozark  certificate  to  permit  the  reopening  and  re¬ 
consideration  herein  requested,  as  well  as  to  permit  the 
hearing  of  petitioner’s  408  application  if  approval  under 
that  Section  be  considered  necessary. 

98  The  petitioner  requests  such  other  further  and 
different  relief  as  the  Board  may  deem  propei*. 

Respectfully  submitted, 

CONTINENTAL  SOUTHERN  LINES,  INC. 

By  /s/  Wheeler  &  Scoutt 
Wheeler  &  Scoutt 


222  Orders 

Serial  Number  E-4646 
UNITED  STATES  OF  AMERICA 
CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

Adopted  by  the  Civil  Aeronautics  Board  at  its  office  in 
Washington,  D.  C.,  on  the  22nd  day  of  September,  1950. 

In  the  matter  of  the 
PARKS  INVESTIGATION  CASE 
Docket  No.  3965  et  al. 

In  the  matter  of 

THE  NORTH  CENTRAL  ROUTE  INVESTIGATION 

CASE 

Docket  No.  4603 
Order 

A  full  public  hearing  having  been  held  in  the  above- 
entitled  Parks  Investigation  Case,  and  the  Board  upon  con¬ 
sideration  of  the  record  having  adopted  on  July  28,  1950, 
its  opinion  and  order  (Order  Serial  No.  E-4472)  contain¬ 
ing  its  findings,  conclusions  and  decision,  including  inter 
alia  (a)  the  award  of  a  temporary  certificate  of  public 
convenience  and  necessity  to  Mid-Continent  Airlines,  Inc. 
(Mid-Continent),  for  route  No.  106,  and  (b)  the  institution 
of  a  proceeding  known  as  the  North  Central  Route  Investi¬ 
gation  Case,  Docket  No.  4603,  to  determine  whether  the 
public  convenience  and  necessity  require  suspension  of  the 
aforesaid  certificate  for  route  No.  106  insofar  as  said  certifi¬ 
cate  authorizes  service  on  segments  Nos.  2,  3,  4  and  that 
portion  of  segment  No.  5  between  Rockford,  Ill.,  and  Des 
Moines,  Iowa; 

Parks  Air  Lines,  Inc.  (Parks),  having  filed  on  August 
1,  1950,  a  petition  for  review  of  said  order  in  the  United 
States  Court  of  Appeals  for  the  District  of  Columbia 
Circuit,  which  appeal  is  still  pending  before  said  court; 

Petitions  for  rehearing,  reargument,  reconsideration 
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and/or  stay  of  the  Board’s  opinion  and  order  having  been 
timely  filed  by  Parks,  Chicago  and  Southern  Air  Lines, 
Inc.,  United  Air  Lines,  Inc.,  Continental  Southern  Lines, 
Inc.,  Turner  Airlines,  Inc.,  the  Illinois  Department  of 
Aeronautics,  the  cities  and  chambers  of  commerce  of 
Champaign,  Urbana,  and  Bloomington,  Springfield  and 
the  Springfield  Airport  Authority,  and  the  Vermillion 
County  Airport  Authority;  and  Counsel  for  Central  Air¬ 
lines,  Inc.,  having  filed  a  letter  with  respect  to  the  Board’s 
authority  to  entertain  petitions  of  reconsideration  in  view 
of  the  appeal,  requesting  that  its  letter  be  considered  as  a 
petition  in  the  event  the  Board  does  entertain  juris- 
223  diction,  and  requesting  leave  to  file  supplemental 
statement  in  support  of  such  position;  and  Mid- 
Continent  having  filed  an  answer  to  the  petitions  and  mo¬ 
tion  to  dismiss; 

Wisconsin  Central  Airlines,  Inc.  (Wisconsin  Central), 
having  filed  on  September  22,  1950,  an  application  for 
permission  to  file  petition  for  reconsideration,  together 
with  its  petition  for  rehearing,  reargument  and  recon¬ 
sideration,  alleging  in  said  petitions  that  Wisconsin  Cen¬ 
tral  has  recently  obtained  additional  financing  which 
would  enable  it,  if  afforded  the  opportunity,  to  activate 
the  route  referred  to  in  the  aforesaid  opinion  as  the 
North  Central  route; 

The  Board,  upon  consideration  of  the  aforesaid  appli¬ 
cation,  petitions,  answers,  and  motions,  finds  as  follows: 

1-  That  the  application  of  Wisconsin  Central  for  leave 
to  file  petition  for  reconsideration  should  be  granted  in 
view  of  the  circumstances  recited  therein ; 

2.  That  the  petition  filed  by  Parks  requests  the  same 
relief  being  sought  by  it  in  the  aforementioned  petition 
for  review,  and  that  such  petition  for  review  is  pending 
at  the  present  time ; 

3.  That  the  aforesaid  petitions  (not  including  P’arks’) 
for  rehearing,  reargument,  reconsideration  and/or  stay 
do  not  set  forth  matters  sufficient  to  warrant  the  grant¬ 
ing  of  the  relief  requested; 
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The  Board,  upon  its  own  initiative  after  further  con¬ 
sideration  of  the  scope  of  the  aforesaid  North  Central 
Route  Investigation  Case ,  Docket  No.  4603,  also  finds 
that  it  is  in  the  public  interest  to  broaden  the  scope  of 
said  proceeding  as  hereinafter  provided,  and  that  its 
action  taken  herein  in  broadening  the  scope  of  said  pro¬ 
ceeding  will  not  preclude  Mid-Continent  from  inaugurat¬ 
ing  service  on  the  Sioux  City-Chicago  and  Rockford-Mil- 
waukee  segments  of  its  route  No.  106  on  the  date,  Sep¬ 
tember  26, 1950,  proposed  by  Mid-Continent ; 

IT  IS  ORDERED : 

1.  That  the  application  of  Wisconsin  Central  for  per¬ 
mission  to  file  petition  for  reconsideration  be  and  it 
hereby  is  granted. 

2.  That  the  aforesaid  petitions  of  Wisconsin  Central, 
Chicago  and  Southern  Air  Lines,  Inc.,  United  Air  Lines, 
Inc.,  Continental  Southern  Lines,  Inc.,  Turner  Airlines, 
Inc.,  the  Blinois  Department  of  Aeronautics,  the  cities 
and  chambers  of  commerce  of  Champaign,  Urbana,  and 
Bloomington,  Springfield  and  the  Springfield  Airport 
Authority,  the  Vermillion  County  Airport  Authority,  and 
Central  Airlines,  Inc.,  be  and  they  hereby  are  de¬ 
nied. 

224  3.  That  the  petition  for  reconsideration  of 

Parks  be  and  it  hereby  is  dismissed. 

4.  That  the  aforesaid  motion  of  Mid-Continent  Air¬ 
lines,  Inc.,  except  to  the  extent  that  it  is  granted  by 
this  order,  be  and  it  hereby  is  denied. 

5.  That  paragraph  12  of  the  directory  portion  of  the 
aforesaid  Order  Serial  No.  E-4472,  dated  July  28,  1950, 
be  amended  in  its  entirety  to  read  as  follows : 

“12.  That  a  proceeding  be  and  it  hereby  is  instituted 
under  section  401(h)  of  the  Act  to  determine  whether 
the  public  convenience  and  necessity  require,  and  the 
Board  shall  order,  any  or  all  of  the  following : 

(a)  Suspension,  in  whole  or  in  part,  of  the  temporary 
certificate  of  public  convenience  and  necessity  for  route 
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No.  106,  and,  in  the  event  of  any  such  suspension,  the 
authorization  of  service  to  any  or  all  of  the  suspended 
portion  of  said  route  by  a  feeder  carrier ;  and 

(b)  In  the  event  of  the  suspension  of  segment  No.  5 
(Chicago,  Ill.-Sioux  City,  Iowa,  segment)  of  said  cer¬ 
tificate,  authorization  of  trunkline  service  to  one  or  more 
of  the  following  points:  Chicago,  Ill.,  Rockford,  Ill.,  Du¬ 
buque,  Iowa,  Waterloo,  Iowa,  and  Sioux  City,  Iowa;” 

6.  That  Mid-Continent  be  and  it  hereby  is  made  a 
party  to  the  aforesaid  North  Central  Route  Investiga¬ 
tion  Case,  Docket  No.  4603. 

By  the  Civil  Aeronautics  Board : 

/s/  M.  C.  Mulligan 
M.  C.  Mulligan 
Secretary 

(SEAL) 

LEE,  MEMBER,  CONCURRING  AND  DISSENTING: 

For  reasons  stated  in  my  prior  dissent,  I  would  recon¬ 
sider  that  portion  of  the  Board’s  decison  awarding  the 
North  Central  route  of  Parks  to  Mid-Continent. 

/s/  Josh  Lee 
*  #  #  • 

225  Received  Docket  Section  Mar  7  4 :34  P.  M.  ’50 

Civil  Aeronautics  Board 

*  *  #  • 

Application  for  Approval  of  Control 
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226  BEFORE  THE 

CIVIL  AERONAUTICS  BOARD 
In  the  Matter  of  the  joint  applications  of 
CONTINENTAL  SOUTHERN  LINES,  INC. 

and 

TRANSCONTINENTAL  BUS  SYSTEM,  INC. 
for  the  approval  under  Section  408(b)  of  the  Civil  Aero¬ 
nautics  Act  of  1938,  as  amended,  of  the  acquisition  of 
the  capital  stock  of  Continental  Southern  by  Transconti¬ 
nental,  if  such  approval  is  necessary. 

Docket  No. 

Application  for  Approval  of  Control 

Continental  Southern  Lines,  Inc.,  (hereinafter  some¬ 
times  referred  to  as  “Southern”)  and  Transcontinental 
Bus  System,  Inc.,  (hereinafter  sometimes  referred  to  as 
“Transcontinental”)  respectfully  submit  this  application 
pursuant  to  Section  408(b)  of  the  Civil  Aeronautics  Act 
of  1938,  as  amended,  for  approval  of  the  control  of 
Southern  by  Transcontinental  and  in  support  of  this 
application  allege  as  follows : 

1.  Transcontinental  Bus  System,  Inc. 

a.  Corporate  History.  Transcontinental  Bus  System, 
Inc.,  is  a  Delaware  corporation  with  its  principal  offices 
in  Dallas,  Texas.  It  was  organized  June  11,  1947,  and 
commenced  operations  on  March  1,  1948,  as  successor 
to  Dixie  Motor  Coach  Corporation  and  the  passenger- 
carrier  operations  of  The  Santa  Fe  Trail  Transportation 
Company,  pursuant  to  authority  granted  in  Transconti¬ 
nental  Bus  System,  Inc.  —  Control  —  Continental, 
50  M.  C-  C.  193  (1947),  aff’d  on  reconsideration,  50 
M.  C.  C.  305  (1948). 

Through  direct  stock  ownership  Transcontinental  con¬ 
trols  the  following  companies : 
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Percentage  of  Voting 
Stock  own^d  by 


Stock  owned  by 
Company  Transcontinental 

Continental  Bus  System,  Inc.1  100% 

Continental  Southern  Lines,  Inc.2  100 

Southern  Kansas  Greyhound  Lines,  Inc.1  50 

West  Coast  Bus  Lines,  Inc.3  84.375 

Continental  Bus  System,  Inc.  owns  one-half  the  capital 
stock  of  Panhandle  Stages,  Inc.,  of  Amarillo,  Texas,  and 
one-half  the  capital  stock  of  Denver-Colorado  Springs- 
Pueblo  Motor  Way,  Inc.,  of  Denver,  Colorado.  This  con¬ 
trol  was  approved  in  Continental  Bus  System,  Inc. — 
Pur. — Rio  Grande  Motor  Way,  55  M.  C.  C.  31  (1948). 

b.  Bus  routes.  Transcontinental  and  the  carriers 
which  it  has  been  authorized  to  control  operate  motorbus 
routes  in  15  states:  Alabama,  Arkansas,  Arizona,  Cali¬ 
fornia,  Colorado,  Illinois,  Kansas,  Louisiana,  Mississippi, 
Missouri,  Nebraska,  New  Mexico,  Tennessee,  Texas,  and 
Utah. 

c.  Citizenship.  Transcontinental  is  a  citizen  of  the 
United  States  within  the  meaning  of  Section  1  (13)  of 
the  Civil  Aeronautics  Act  of  1938,  as  amended.  Its  Presi¬ 
dent,  each  of  its  directors  and  all  of  its  officers  are  citi¬ 
zens  of  the  United  States  and  more  than  seventy-five 
percent  (75%)  of  the  voting  interest  is  owned  hnd/or 
controlled  by  persons  who  are  citizens  of  the  United 
States. 
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1  Approved  in  Transcontinental  Bus  System,  Inc. — Control — Con¬ 
tinental,  50  M.C.C.  193  (1947) ;  aff’d  on  reconsideration  50  M.C.C. 
305  (1948). 

2  Approved  in  Transcontinental  Bus  System,  Inc. — Control — 
Southern  Bus  Lines,  Inc.,  No.  MC-F-4108,  Decided  August  19, 1949. 

3  Approved  in  Transcontinental  Bus  System,  Inc. — Control— West 
Coast,  50  M.C.C.  525  (1948). 


228  2.  Continental  Southern  Lines ,  Inc . 

a.  Corporate  History.  Continental  Southern 
Lines,  Inc.,  a  Louisiana  corporation  with  its  principal 
office  in  Alexandria,  was  organized  in  1945  on  the  mer¬ 
ger  of  three  independent  bus  companies:  Tri-State  Tran¬ 
sit  Company  of  Louisiana,  Inc.,  Interurban  Transporta¬ 
tion  Company,  Inc.,  and  Bordelon  Lines,  Inc. 

On  February  26,  1949,  Transcontinental  applied  to  the 
Interstate  Commerce  Commission  for  authority  to  acquire 
the  capital  stock  of  Southern.  This  application  was  ap¬ 
proved  by  the  ICC  in  the  case  of  Transcontinental  Bus 
System,  Inc. — Control — Southern  Bus  Lines,  Inc-,  Docket 
No.  MC-F-4108,  Decided  August  19, 1949. 

b.  Bus  Routes.  Southern  operates  5,428  route  miles 
in  9  different  states:  Alabama,  Arkansas,  Illinois,  Ken¬ 
tucky,  Louisiana,  Mississippi,  Missouri,  Tennessee,  Texas. 

c.  Status  as  Air  Carrier.  Continental  Southern 
Lines,  Inc.,  is  an  applicant  for  authority  to  engage  in  the 
air  transportation  of  persons,  property  and  mail  in  the 
Mississippi  Valley  area,  Docket  548,  et  al.  In  the  report 
of  the  examiner  in  this  proceeding,  served  November  25, 
1949,  Continental  Southern  Lines,  Inc.  was  recommended 
to  provide  feeder  airline  service  via  various  intermediate 
points  over  four  routes  between  Memphis  and  New  Or¬ 
leans,  Jackson  and  Mobile,  Shreveport  and  Monroe,  and 
Lake  Charles  and  New*  Orleans.  Final  disposition  of  this 
case  and  the  examiner’s  recommendation  has  not  yet  been 
made  by  the  Board. 

Continental  Southern  Lines,  Inc.  is  also  an  applicant  in 
Docket  No.  3965,  et  al,  for  routes  previously  awarded  to 
Parks  Air  Lines  in  the  North  Central  Case  and  the 

229  Mississippi  Valley  Case.  The  hearing  has  been 
held  on  this  application  but  at  this  time  the  Exam¬ 
iner’s  report  has  not  yet  been  issued. 

Neither  Continental  Southern  Lines,  Inc.  nor  any  of 
its  affiliated  companies  has  on  file  any  other  applications 
for  certificates  of  public  convenience  and  necessity. 
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d.  Citizenship.  Southern  is  a  citizen  of  the  United 
States  within  the  meaning  of  Section  1  (13)  of  thp  Civil 
Aeronautics  Act  of  1938,  as  amended.  Its  President  each 
of  its  directors  and  all  of  its  officers  are  citizens  of  the 
United  States  and  more  than  seventy-five  percent  (75%) 
of  the  voting  interest  is  owned  and/or  controlled  by  per¬ 
sons  who  are  citizens  of  the  United  States. 

3.  Transaction  for  which  Approval  is  Sought.  1 
If  Continental  Southern  Lines,  Inc.  should  be  certifi¬ 
cated  for  either  or  both  of  the  two  applications  wljich  it 
has  pending  before  the  Civil  Aeronautics  Board,  it,  jpintly 
with  Transcontinental,  respectfully  requests  approval  of 
an  agreement  entered  into  on  December  22,  1948  between 
Transcontinental  and  Bus  Investment  Corporation.  By 
this  agreement  Transcontinental  was  to  acquire  all  the 
capital  stock  of  Continental  Southern  Lines,  Inc.  An 
application  for  approval  of  this  transaction  was  dul^  filed 
with  the  Interstate  Commerce  Commission  and  approval 
given  by  said  Commission  in  Docket  No.  MC-F-14108, 
Decided  August  19,  1949. 

WHEREFORE,  the  applicants  pray  that  the  acquisi¬ 
tion  of  the  capital  stock  of  Southern  by  Transcontinental 
be  promptly  assigned  for  hearing  and  be  approved  by 
order  of  the  Board  under  Section  408  of  the  Act,  if  such 
approval  be  considered  necessary,  and  provided  that  Con¬ 
tinental  Southern  Lines,  Inc.  is  awarded  a  certificate  for 
public  convenience  and  necessity  for  one  or  both  of  its 
two  applications.  The  applicants  request  such  other, 
230  further  and  different  relief  as  may  be  appropriate. 

CONTINENTAL  SOUTHERN  LINES,  IN<?. 
By:  /s/  A.  L.  Wheeler 
A.  L.  Wheeler 
Counsel 

TRANSCONTINENTAL  BUS  SYSTEM,  INCf- 
By:  /s/  A.  L.  Wheeler 
A.  L.  Wheeler 
Special  Counsel 
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232  Received  Docket  Section 

Jun  13  4:25  PM  ’50 
Civil  Aeronautics  Board 

•  *  •  * 

233  BEFORE  THE 
CIVIL  AERONAUTICS  BOARD 

WASHINGTON,  D.  C. 

In  the  Matter  of  the  joint  applications  of 
CONTINENTAL  SOUTHERN  LINES,  INC. 

and 

TRANSCONTINENTAL  BUS  SYSTEM,  INC. 
for  approval  of  transfer  of  certificate  of  public  conveni¬ 
ence  and  necessity,  which  may  hereafter  be  issued  to 
Continental  Southern  Lines,  pursuant  to  Section 
401  (i)  and  Section  412  of  the  Civil  Aeronautics  Act 
of  1938,  as  amended,  and  such  other  sections  as  may 
be  applicable. 

Docket  No. 

Joint  Application  for  Approval  of  Transfer  of  Certificate 
of  Pvblic  Convenience  and  Necessity 

Continental  Southern  Lines,  Inc.,  hereinafter  sometimes 
referred  to  as  “Southern,”  and  Transcontinental  Bus 
System,  Inc.,  hereinafter  sometimes  referred  to  as 
“‘Transcontinental,”  respectfully  submit  this  joint  appli¬ 
cation  pursuant  to  Sections  401  (i)  and  412  of  the  Civil 
Aeronautics  Act  of  1938,  as  amended,  for  approval  of  the 
transfer  of  a  certificate  or  certificates  which  may  here¬ 
after  be  issued  to  Southern.  In  support  of  this  applica¬ 
tion,  the  parties  make  the  following  representations: 

I.  DESCRIPTION  OF  APPLICANTS: 

A.  Transcontinental  Bus  System,  Inc. 

1.  Corporate  History.  Transcontinental  Bus  System, 
Inc.,  is  a  Delaware  corporation  with  its  principal  offices 
in  Dallas,  Texas.  It  was  organized  June  11,  1947,  and 
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commenced  operations  on  March  1,  1948,  as  suc- 
234  cessor  to  Dixie  Motor  Coach  Corporation  and  the 
passenger-carrier  operations  of  The  Sante  Fe  Trail 
Transportation  Company,  pursuant  to  authority  granted 
in  Transcontinental  Bus  System,  Inc. — Control — Conti¬ 
nental,  50  M.  C.  C.  193  (1947),  aff’d  on  reconsideration, 
50  M.  C.  C.  305  (1948). 

Through  direct  stock  ownership  Transcontinental  con¬ 
trols  the  following  companies: 

Percentage  of  Voting 
Stock  owned  by 

Company  Transcontinental 

Continental  Bus  System,  Inc.1  100% 

Continental  Southern  Lines,  Inc.2  100 

Southern  Kansas  Greyhound  Lines,  Inc.1  50 
West  Coast  Bus  Lines,  Inc.3  84.375 

Continental  Bus  System,  Inc.,  owns  one-half  the  capital 
stock  of  Panhandle  Stages,  Inc.,  of  Amarillo,  Texas,  and 
one-half  the  capital  stock  of  Denver-Colorado  Springs- 
Pueblo  Motor  Way,  Inc.,  of  Denver,  Colorado.  This  con¬ 
trol  was  approved  in  Continental  Bus  System,  Inc. — Pur. 
— Rio  Grande  Motor  Way,  55  M.C.C.  31  (1948). 

2.  Bus  routes.  Transcontinental  and  the  carriers  which 
it  has  been  authorized  to  control  operate  motorbus  routes 
in  15  states :  Alabama,  Arkansas,  Arizona,  California,,  Colo¬ 
rado,  Illinois,  Kansas,  Louisiana,  Mississippi,  Missouri, 
Nebraska,  New  Mexico,  Tennessee,  Texas,  and  Utah. 

3.  Citizenship.  Transcontinental  is  a  citizen  of  the 


1  Approved  in  Transcontinental  Bus  System,  Inc. — Control — Con¬ 
tinental,  50  M.C.C.  193  (1947) ;  afFd  on  reconsideration  50  M.C.C. 
305  (1948). 

2  Approved  in  Transcontinental  Bus  System,  Inc. — Control — 
Southern  Bus  Lines,  Inc.,  No.  MC-F-4108,  Decided  August  111,  1949. 

3  Approved  in  Transcontinental  Bus  System,  Inc. — Control— West 
Coast,  50  M.C.C.  525  (1948). 
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United  States  within  the  meaning  of  Section  1  (13) 

235  of  the  Civil  Aeronautics  Act  of  1938,  as  amended. 
Its  President,  each  of  its  directors  and  all  of  its 

officers  are  citizens  of  the  United  States  and  more  than 
seventy-five  percent  (75%)  of  the  voting  interest  is  owned 
and/or  controlled  by  persons  who  are  citizens  of  the  United 
States.  (See  Appendices  I  and  II) 

B.  Continental  Southern  Lines,  Inc. 

1.  Corporate  History.  Continental  Southern  Lines, 
Inc.,  a  Louisiana  corporation  with  its  principal  office  in 
Alexandria,  was  organized  in  1945  on  the  merger  of 
three  independent  bus  companies:  Tri-State  Transit  Com¬ 
pany  of  Louisiana,  Inc.,  Interurban  Transportation  Com¬ 
pany,  Inc.,  and  Bordelon  Lines,  Inc. 

On  February  26,  1949,  Transcontinental  applied  to  the 
Interstate  Commerce  Commission  for  authority  to  acquire 
the  capital  stock  of  Southern.  This  application  was  ap¬ 
proved  by  the  ICC  in  the  case  of  Transcontinental  Bus 
System,  Inc. — Control — Southern  Bus  Lines,  Inc.,  Docket 
No.  MC-F-4108,  Decided  August  19,  1949. 

2.  Bus  Routes.  Southern  operates  5,428  route  miles 
in  9  different  states:  Alabama,  Arkansas,  Illinois,  Ken¬ 
tucky,  Louisiana,  Mississippi,  Missouri,  Tennessee,  Texas. 

3.  Status  as  Air  Carrier.  Continental  Southern  Lines, 
Inc.,  is  an  applicant  for  authority  to  engage  in  the  air 
transportation  of  persons,  property  and  mail  in  the  Re¬ 
opened  Mississippi  Valley  Case,  Docket  548,  et  al.  In  the 
report  of  the  examiner  in  this  proceeding,  served  November 
25,  1949,  Continental  Southern  Lines,  Inc.,  was  recom¬ 
mended  to  provide  feeder  airline  service  via  various  inter¬ 
mediate  points  over  four  routes  between  Memphis  and 
New  Orleans,  Jackson  and  Mobile,  Shreveport  and  Mon¬ 
roe,  and  Lake  Charles  and  New  Orleans.  Oral  argu- 

236  ment  on  this  case  was  held  in  March,  1950.  Final 
disposition  has  not  yet  been  made  by  the  Board. 
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Continental  Southern  Lines,  Inc.,  is  also  an  applicant, 
in  the  Parks  Investigation  Case,  Docket  No.  3965,  et  al., 
for  routes  previously  awarded  to  Parks  Airlines  in  the 
North  Central  Case  and  the  Mississippi  Valley  Case.  The 
hearing  has  been  held  on  this  application,  the  Examiner’s 
report  has  been  issued,  oral  argument  has  been  held,  but 
final  disposition  has  not  yet  been  made  by  the  Board. 

Neither  Continental  Southern  Lines,  Inc.,  nor  any  of 
its  affiliated  companies  has  on  file  any  other  applications 
for  certificates  of  public  convenience  and  necessity. 

4.  Citizenship.  Southern  is  a  citizen  of  the  United 
States  within  the  meaning  of  Section  1  (13)  of  the  Civil 
Aeronautics  Act  of  193S,  as  amended.  Its  President, 
each  of  its  directors  and  all  of  its  officers  are  citizens  of 
the  United  States  and  more  than  seventy-five  percent 
(75%)  of  the  voting  interest  is  owned  and/or  controlled 
by  persons  who  are  citizens  of  the  United  States. 

II.  TRANSACTION  FOR  WHICH  APPROVAL  is 

SOUGHT 

On  June  9,  1950,  Continental  Southern  Lines  agreed 
to  assign,  subject  to  the  approval  of  the  Civil  Aeronautics 
Board,  whatever  certificate  or  certificates  might  be  issued 
to  it  by  reason  of  its  applications  in  Docket  Nos.  548 
and  3965.  Transcontinental  Bus  System  on  the  above 
mentioned  date  agreed  to  accept  the  assignment  of  siuch 
certificate  or  certificates.  There  was  no  consideration  to 
be  paid  to  Southern  for  the  assignment. 

III.  APPLICABLE  STATUTORY  PROVISIONS 

A.  Section  401  (i)  of  the  Civil  Aeronautics  Act  of  1938, 
As  Amended,  Is  the  Principal  Section  Governing  the 
Approval  of  the  Proposed  Transaction. 

237  Section  401  (i)  of  the  Civil  Aeronautics  Act  of 
1938  is  quoted  below : 
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Sec.  401  (i)  “No  certificate  may  be  transferred  unless 
such  transfer  is  approved  by  the  Authority  as  being  con¬ 
sistent  with  the  public  interest.” 

Transfers  of  certificates  of  public  convenience  and 
necessity  are  exclusively  governed  by  the  above  quoted 
section  of  the  Civil  Aeronautics  Act.  The  recent  case 
of  Turner  Airlines,  Inc.-Tromsfer  of  Certificate,  10  CAB 
.  (1949),  is  directly  in  point.  This  proceeding  in¬ 
volved  the  application  of  Roscoe  Turner  Aeronautical 
Corporation  for  approval  of  the  transfer  of  its  temporary 
certificate  of  public  convenience  and  necessity  for  route 
No.  88  to  a  new  company,  known  as  Turner  Airlines,  Inc. 
The  only  asset  sought  to  be  transferred  was  the  certifi¬ 
cate  and  the  Board  concluded  that  the  transaction  was 
governed  exclusively  by  Section  401  (i)  of  the  Act. 

In  the  case  of  Transfer  of  Woodley  Airways  Certificate 
to  Pacific  Northern  Airlines,  Inc.,  8  CAB  217  (1947),  the 
Board  was  faced  with  a  similar  problem.  In  this  case 
Woodley  Airways,  a  partnership,  sought  to  transfer  its 
certificate  of  public  convenience  and  necessity  to  Pacific 
Northern  Airlines,  Inc.,  a  corporation.  In  approving  the 
transaction  the  Board  found  the  facts  presented  no  ques¬ 
tion  of  consolidation,  merger,  or  acquisition  of  control  and 
that  the  entire  transaction  was  governed  exclusively  by 
Section  401  (i)  of  the  Act. 

In  the  case  of  United  Airlines,  Inc. — Western  Airlines, 
Inc.,  Acquisition  of  Air  Carrier  Property,  8  CAB 
238  298  (1947),  an  additional  factual  element  was  in¬ 

volved.  In  this  case  Western  sought  to  transfer  the 
certificate  for  route  No.  88  and,  in  addition,  sought  ap¬ 
proval  for  the  sale  to  United  of  certain  aircraft,  spare 
parts  and  miscellaneous  property.  The  Board  approved 
the  transfer  of  certificate  pursuant  to  Section  401  (i)  of 
the  Act  nnd  approved  the  sale  of  the  tangible  assets  pur¬ 
suant  to  Section  408  of  the  Act.  In  so  doing  the  Board 
maintained  a  consistent  policy  of  applying  Section  401 
(i)  exclusivelv  to  transactions  which  involve  onlv  the 
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transfer  of  a  certificate  of  public  convenience  and  Neces¬ 
sity. 

In  the  case  of  Thomas  E.  Gordon  d.b.a,  Orlando  Air¬ 
lines,  Transfer  of  Certificate,  7  CAB  429  (1946),  the  ap¬ 
plicant  filed  one  application  for  the  approval  of  the 
transfer  of  a  certificate  pursuant  to  Section  401  (|i)  of 
the  Act  and  a  second  application  for  the  approvajl  for 
the  sale  of  certain  assets  pursuant  to  Section  408  6f  the 
Act.  Both  applications  were  denied,  but  the  Board’s 
opinion  recognized  that  Section  401  (i)  of  the  Act  is  the 
only  applicable  provision  controlling  the  transfer  ^f  an 
operating  franchise. 

In  the  case  of  Acquisition  of  Cordova  Air  Service  Inc., 
by  Alaskan  Airlines,  Inc.,  4  CAB  708  (1944),  the  Board 
was  presented  with  the  application  to  transfer  assets 
pursuant  to  Section  408  and  a  certificate  pursuant  to 
Section  401  (i)  from  one  existing  air  carrier  to  another. 
Again  in  this  case  the  Civil  Aeronautics  Board  recog¬ 
nized  that  Section  401  (i)  of  the  Act  is  the  only  provision 
which  governs  the  transfer  of  a  certificate  of  public  con¬ 
venience  and  necessity.  Acquisition  of  Mayflower 
239  Airlines,  Inc.  by  Northeast  Airlines,  Inc.,  4  CAB 
680  (1944),  is  to  the  same  effect. 

B.  Section  412  of  the  Civil  Aeronautics  Act  of  1938,  as 
Amended,  Is  Also  Applicable  But  Imposes  No  Addi¬ 
tional  Requirements  upon  the  Applicants. 

Section  412  of  the  Act  provides  that  certain  contracts 
between  an  air  carrier  and  some  other  carrier  mijist  be 
filed  with  the  Board  and  will  be  disapproved  if  foun^  “to 
be  adverse  to  the  public  interest,  or  in  violation  of  this 
Act,”  and  conversely  will  be  approved  if  not  foupd  to 
be  adverse  to  the  public  interest  or  in  violation  <ff  the 
Act.  Therefore,  insofar  as  Section  412  applies  to  the 
agreement  for  the  proposed  transfer,  the  issue  presented 
is  substantially  the  same  as  that  presented  under  Section 
401  (i),  viz.,  whether  the  proposed  transaction  is,  or  is 
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not,  consistent  with  the  public  interest.  See:  American 
Airlines,  Inc.  Control  of  American  Export  Airlines,  6 
CAB  371,  373  (1945);  Pan  American-Panagra  Agreement, 
8  CAB  50,  57-58  (1947). 

240  B.  Section  408  of  the  Act  does  not  govern  this 
transaction 

Section  401  (i)  governs  all  transfers  of  certificates  ex¬ 
cept  those  specifically  set  forth  in  Section  408.  Since 
the  Interstate  Commerce  Act  and  Civil  Aeronautics  Act 
are  parallel  in  their  general  scope  and  terms,  it  is  ap¬ 
parent  that  Congress  intended  that  the  Acts  should  have 
like  interpretation,  application  and  effect.  Acquisition  of 
Marquette  by  TWA,  2  CAB  409,  412  (1940). 

In  the  case  of  U.  S.  v.  Resler,  313  U.  S.  57  (1940),  the 
Supreme  Court  had  occasion  to  examine  the  scope  of  the 
provisions  of  the  Interstate  Commerce  Act  which  cor¬ 
respond  to  Sections  401  (i)  and  408  of  the  Civil  Aero¬ 
nautics  Act.  The  decision  of  the  Court  followed  the 
interpretation  set  forth  in  the  first  sentence  of  this  sec¬ 
tion. 

The  only  provision  of  Section  408  that  is  conceivably 
applicable  to  the  instant  transaction  is  quoted  below: 

Sec.  408  (a).  It  shall  be  unlawful  unless  approved  by 
order  of  the  authority  as  provided  in  this  section — 

*  *  •  * 

(2)  For  any  air  carrier,  any  person  controlling  an  air 
carrier,  any  other  common  carrier,  or  any  person  en¬ 
gaged  in  any  other  phase  of  aeronautics,  to  purchase, 
lease  or  contract  to  operate  properties,  or  any  substantial 
part  thereof  of  any  air  carrier.” 

The  transaction  for  which  approval  is  here  sought 
cannot  be  considered  a  ‘‘purchase  of  property”.  In  the 
first  place,  there  is  no  consideration  moving  from  the 
transferor  to  the  transferee  of  the  certificate;  the  pro- 
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posed  transaction  is  simply  an  assignment  of  a 
241  franchise  by  a  wholly  owned  subsidiary  to  its  par¬ 
ent  company.  In  the  second  place,  a  bare  certificate 
is  not  “property”  as  that  term  is  used  in  Section  408  (a) 
(2).  This  point  was  developed  in  some  detail  in  the  dis¬ 
senting  opinion  of  Chairman  Landis  in  the  case  of  United 
Airlines ,  Inc. — Western  Airlines,  Inc.,  Acquisition  of  Air 
Carrier  Property,  8  CAB  298,  333  (1947) : 

“.  .  .  The  certificate  is  a  matter  of  free  public  grant. 
The  holder  of  it  acquires  the  right  and  the  responsibility 
to  operate  the  route  as  a  trustee  for  the  benefit  of  the 
public.  So  important  is  that  trust  to  the  welfare  of  the 
mail  service,  the  commerce,  and  the  national  defence  of 
the  United  States  that  the  Congress  has  authorized  us 
to  provide  the  holder  with  a  fair  return  upon  the  in¬ 
vestment  as  compensation  for  the  performance  of  these 
services. 

“It  would  be  unthinkable  in  the  long  and  proud  law 
of  trusts  that  a  trustee  should  be  enabled  to  dispose  of 
his  trust  for  a  price.  It  would  be  bad  enough  if  that 
price  were  paid  to  the  trustee  by  some  third  party,  but 
it  is  literally  sinful  to  permit  that  price  to  be  paid  the 
trustee  by  the  very  public  that  originally  granted  him 
the  trust. 

“Such  a  concept  is  not  only  implicit  in  the  Civil  Aero¬ 
nautics  Act,  but  it  has  also  been  made  explicit  by  the 
Congress.  Section  401  (j)  of  that  Act  provides:  ‘No  cer¬ 


tificate  shall  confer  any  proprietary,  property,  or  exclu¬ 
sive  right  for  the  use  of  any  air  space,  civil  airway,  land¬ 
ing  area,  or  air-navigation  facility.’  The  language  is 
clear,  unmistakably  clear.” 

In  related  fields  the  Supreme  Court  has  held  that  a 
franchise  is  not  a  property  right.  In  the  case  of  F.  C.  C. 
v.  Sanders  Radio  Station,  309  U.  S.  470,  475,  the  Court 
said: 
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‘‘The  policy  of  the  Act  is  clear  that  no  person  is  to 
have  anything  in  the  nature  of  a  property  right  as  the 
result  of  the  granting  of  a  license.”  (emphasis  added) 
Later  in  the  case  of  Ashbacker  Radio  Co.  v.  F.  C.  C., 
326  U.  S.  327,  331  (1945),  the  Supreme  Court  re- 
242  affirmed  this  analysis  of  the  nature  of  a  franchise 
granted  to  a  radio  operator: 

“No  licensee  obtains  any  vested  interest  in  any  fre¬ 
quency.  The  Commission  for  specified  reasons  may  re¬ 
voke  any  station  license  pursuant  to  the  procedure  pre¬ 
scribed  .  .  .  and  may  suspend  the  license  of  any  operator 
on  the  grounds  and  in  the  manner  specified  by  .  .  .  (the 
Act).  It  may  also  modify  a  station’s  license  if  in  its 
judgment  ‘such  action  will  promote  the  public  interest, 
convenience  and  necessity’  ...” 

These  analogies  lend  strong  weight  to  the  conclusions 
reached  by  Chairman  Landis  in  his  dissenting  opinion. 
For  all  of  these  reasons  the  applicants  submit  that  the 
approval  which  they  seek  is  governed  exclusively  by 
provisions  of  Section  401  (i)  of  the  Civil  Aeronautics 
Act. 


IV.  PROPOSED  TRANSACTION  IS  IN  THE 
PUBLIC  INTEREST. 

A.  General  Requirements 

In  the  case  of  Transfer  of  Woodley  Airways  Certificate 
to  Pacific  Northern  Airlines,  Inc.,  8  CAB  217,  221  (1947), 
the  Board  defined  what  it  meant  by  the  term  “public 
interest”  as  used  in  Section  401  (i)  of  the  Act: 

“As  we  have  previously  pointed  out  in  other  applica¬ 
tions  under  section  401  (i)  of  the  Act,  this  section  re¬ 
quires  an  affirmative  finding  by  the  Board  that  the  pro¬ 
posed  transfer  will  be  consistent  with  the  public  interest, 
and  the  term  ‘public  interest’  as  used  in  the  Act  is  not 
a  mere  general  reference  to  the  public  welfare,  but  has  a 
direct  relation  to  the  statutory  objectives  of  the  Act.  In 


determining  this  issue  the  Board  is  governed  by  the 
policies  set  out  in  section  2  of  the  Act,  and  the  decision 
in  this  proceeding  therefore  turns  upon  a  determination 
of  whether  the  proposed  transfer  and  purchase  will  aid 
in  effectuating  the  purposes  of  the  Act,  and  thereby  be 
consistent  with  the  public  interest.” 

243  B.  No  Consideration  Will  be  Given  to  Southern 
by  Transcontinental  for  the  Transfer  of  the 
Bare  Certificate . 

The  applicants  have  ascribed  no  value  to  any  certificate 
or  certificates  that  might  hereafter  be  issued  to  Southern. 
If  the  Board  approves  this  application,  Transcontinental 
will  stand  in  the  shoes  of  Southern.  There  will  have  been 
no  profit  made  on  the  transfer  and  no  increase  made  in 
any  base  that  could  be  used  for  future  rate-making  pur¬ 
poses.  The  reasonableness  of  the  price  of  the  certificate, 
which  has  uniformly  been  the  most  vexing  question  in 
proceedings  of  this  type,  does  not  even  arise  because  of 
the  contract  entered  into  between  the  parties. 

C.  Transcontinental  Is  Financially  and  Operationally 
Fit  To  Operate  Any  Certificate  Which  May  Be  Given 
To  Southern 


Appendix  III  to  this  application  is  a  copy  of  the  con¬ 
solidated  balance  sheet  of  Transcontinental,  which  was 
filed  as  an  exhibit  and  made  part  of  the  record  ir.  the 
Parks  Investigation  Case ,  Docket  No.  3965,  et  al.  It  s|iows 
clearly  that  Transcontinental  has  the  financial  resources 
to  operate  the  certificates  that  may  be  given  to  Southern. 
Transcontinental’s  cash  on  hand,  for  example,  exceeds 
$2,000,000. 

Transcontinental’s  own  bus  routes  provide  an  abundance 
of  transportation  service  in  Illinois,  Missouri,  Kansas  and 
Oklahoma,  presenting  the  opportunity  for  extensive  inte¬ 
gration  with  air  routes  which  might  be  awarded  to  South¬ 
ern  in  the  Parks  Investigation  Case. 
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Moreover,  through  its  complete  control  of  Southern, 
Transcontinental’s  operations  in  a  very  real  sense 

244  extend  throughout  Louisiana,  Mississippi  and  Ten¬ 
nessee.  These  surface  operations  could  effectively 

be  coordinated  with  whatever  air  transportation  authori¬ 
zation  was  given  to  Southern  in  the  Reopened  Mississippi 
Valley  Case . 

In  the  operation  of  the  Airline  Division,  Transconti¬ 
nental  will  use  not  only  its  own  personnel  but  also  that 
of  Southern,  which  has  had  extensive  experience  in  the 
conduct  of  scheduled  feeder  air  transportation.  Because 
Southern  is  a  part  of  Transcontinental,  Southern’s  quali¬ 
fications  as  to  its  fitness,  willingness  and  ability  to  operate 
the  air  routes  for  which  it  has  applied  can  certainly  be 
attributed  to  the  parent  company  in  considering  the  latter’s 
qualifications  to  operate  the  same  air  routes. 

D.  Approval  of  the  Applications  Herem  Presented  Will 
Permit  a  More  Natural  Corporate  Structure  Than 
Would  Be  the  Case  If  the  Air  Certificates  Were  held 
in  the  Name  of  Southern. 

The  air  routes  for  which  Southern  has  applied  extend 
beyond  the  area  of  Southern’s  own  bus  operations  into 
part  of  the  area  where  Transcontinental  conducts  bus 
operations.  From  the  point  of  view  of  coordinating  the 
air  service  with  the  bus  service,  it  would  be  administra¬ 
tively  simpler  if  the  principal  company  in  the  Transconti¬ 
nental  family  were  given  the  primary  responsibility  for 
the  conduct  of  the  air  operations. 

If  the  certificates  of  public  convenience  and  necessity 
are  awarded  to  Southern,  this  company  will  in  all  proba¬ 
bility  look  to  the  parent  organization  for  financial  assist¬ 
ance.  Again  it  would  be  administratively  more  logical 
if  the  organization  supplying  most  of  the  capital  for  the 
air  enterprise  were  given  also  the  primary  responsibility 
for  management. 

245  Transfer  to  Transcontinental  of  the  certificate  or 
certificates  which  may  be  issued  to  Southern  would 
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make  possible  a  closer  line  of  authority  between  the  Air¬ 
line  Division  and  the  corporation  most  naturally  irl  the 
position  ^bf  management.  This  realignment  of  corporate 
structure  would  make  for  more  economical  and  efficient 
operation  of  the  Airlines  Division  and  would,  therefore, 
be  in  the  public  interest. 

E.  Approval  of  the  Control  Relationship  Between  Trans¬ 
continental,  as  Transferee  of  Air  Certificates,  anfy  Its 
Subsidiary  Surface  Companies  Is  Not  Require hf  by 
Section  408  (a)  (5). 

1.  Section  408  (a)  (5)  Does  Not  Govern  Control  of  a 
Surface  Carrier  by  an  Air  Carrier. 

If  the  Board  were  to  approve  the  transfer  of  air  cer¬ 
tificates  herein  requested,  Transcontinental  would  become 
an  air  carrier  under  the  meaning  of  the  Act.  As  such  it 
would  control  several  surface  companies  (see  page  2  of 
this  application).  These  control  relationships,  however, 
are  not  ones  which  fall  within  the  purview  of  Section 
408  (a)  (5)  which  deals  with  the  situation  where  an  air 
and/or  surface  carrier  controls  an  air  carrier.  In  order 
for  this  section  to  be  made  applicable  it  would  be  neces¬ 
sary  for  the  Board  literally  to  invert  the  language  em¬ 
ployed  by  Congress.  Surprisingly  enough  this  was  ac¬ 
tually  done  in  the  Air  Freight  Forwarder  Case,  9  CAB 
473  (1948),  because  “the  control  of  a  common  carrier  by 
an  air  carrier  is  not  in  substance  different  from  that 
where  the  surface  carrier  owns  the  air  carrier.”  Such 
reasoning  and  the  conclusion  which  flows  from  it  is  at 
variance  with  the  legislative  history  of  Section  408.  The 
purpose  of  Section  408  was  to  guard  air  carriers  from 
possible  domination  by  surface  carriers.  There  is 
246  no  indication  in  the  entire  legislative  history  which 
even  remotely  suggests  that  Congress  feared  the 
domination  of  surface  carriers  by  air  carriers.  The  ap¬ 
plicants  submit  that  the  Civil  Aeronautics  Board  is  with- 
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out  authority  to  expand  its  jurisdiction  by  making  such 
an  interpretation. 

2.  Section  408  (a)  (5)  Has  No  Applicability  To  Con¬ 
trol  Relationships  Completed  Prior  to  the  Time  the 
Parties  Were  Subject  to  the  Jurisdiction  of  the 
Civil  Aeronautics  Act. 

Section  408  (a)  (5)  makes  it  unlawful,  without  appro¬ 
val,  for  an  air  and/or  surface  carrier  “to  acquire  con¬ 
trol  ’  of  an  air  carrier.  Even  if  this  unequivocal  and 
unambiguous  language  is  inverted  to  read  that  it  shall  be 
unlawful  for  an  air  carrier  “to  acquire  control’ ’  of  an  air 
and/or  surface  carrier,  this  Section  of  the  Civil  Aeronau¬ 
tics  Act  is  not  applicable  to  the  existing  relationships 
between  Transcontinental  and  its  subsidiary  companies. 
These  relationships  were  established  prior  to  the  time 
that  Transcontinental  and  its  subsidiaries  were  subject 
to  the  jurisdiction  of  the  Civil  Aeronautics  Act. 

An  almost  identical  problem  was  involved  in  the  case  . 
of  Boston  and  Maine  Central  Railroads ,  Control — North¬ 
east  Airlines ,  Inc-,  4  CAB  379  (1943).  In  this  case  the 
applicants  denied  that  the  Board  had  any  jurisdiction 
over  the  control  relationship,  since  control  was  acquired 
prior  to  the  effective  date  of  the  Act.  In  upholding  the 
contention  the  Board  stated: 

“.  .  .  The  courts  do  not  favor  constructions  which 
give  retroactive  effect  to  legislation,  and  in  the  absence 
of  language  expressing  a  contrary  intent,  section  408 
must  be  construed  as  having  only  a  prospective  effect. 
The  language  used  in  that  section  is  prospective  in  na¬ 
ture  (‘It  shall  be  unlawful  *  *  *’  underscoring  supplied) 
and  differs  from  that  used  in  sections  409  and  412  where 
there  is  a  plain  intent  to  apply  those  sections  to  existing 
contracts  and  relationships.  Congress  has  inserted  no 
retroactive  clause  in  the  Act  which  would  indicate 
247  an  intent  to  apply  section  408  to  a  relationship 
already  in  existence.  We  conclude,  therefore,  that 
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section  408  does  not  apply  to  the  continuance  or  mainte¬ 
nance  of  control  by  one  or  more  common  carriers  over 
an  air  carrier,  which  control  was  acquired  by  them  prior 
to  the  effective  date  of  the  Act.  Since  these  applicants 
acquired  control  of  Northeast  prior  to  the  passage  of  the 
Act,  the  relationship  which  existed  at  that  time  is;  not 
subject  to  the  terms  of  section  408  •  •  * 

.  .  Under  the  terms  of  section  408  (a)  we  are 
given  jurisdiction  in  the  case  of  acquisitions  of  control. 
‘Acquisition’  is  defined  as  the  ‘act  of  gaining’,  and  in¬ 
cludes  ‘that  which  is  gained.’  ”  (pp.  386  and  387) 

In  Section  409  Congress  made  it  unlawful  for  air  car¬ 
riers  “to  have  and  retain”  officers  or  directors  who  were 
also  officers,  directors  or  stockholders  in  a  common  car¬ 
rier.  No  such  similar  requirement  is  imposed  in  Section 
408  to  require  an  air  carrier  to  seek  approval  of  a  con¬ 
trol  relationship  which  existed  prior  to  the  effective  date 
of  the  statute.  If  Congress  had  such  intention,  it  could 
have  been  expressed  in  Section  408  as  it  was  expressed 
in  the  immediately  subsequent  section.'  As  a  matter  of 
fact,  as  noted  above  the  Civil  Aeronautics  Board  has  it¬ 
self  held  that  such  control  relationships  are  not  subject 
to  the  control  of  the  statute.  Such  situations  are  directly 
analogous  to  the  control  relationships  existing  between 
Transcontinental  and  its  subsidiaries  prior  to  the  time 


that  Transcontinental  and/or  its  subsidiaries  were  air 
carriers  subject  to  the  jurisdiction  of  the  Civil  Aeronau¬ 
tics  Act. 

Section  408  (a)  (7)  makes  it  unlawful  for  any  person 
to  maintain  any  relationship  established  in  violation  of 
the  Act.  The  relationship  established  between 
248  Transcontinental  and  its  subsidiaries  were  not  es¬ 
tablished  in  violation  of  the  Act  for  the  very  simple 
reason  that  the  Act  did  not  govern  those  relationships 
at  the  time  they  were  created.  For  these  reasons  the 
applicants  contend  that  the  approval  of  the  transfer  of 
the  certificates  herein  requested  will  not  give  rise  to  any 
408  proceeding. 
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F.  Even  if  Section  408  Governs  the  Control  of  a  Sur¬ 
face  Carrier  by  cm  Air  Carrier ,  Approval  is  Con¬ 
trolled  by  the  First  Proviso  of  Section  408  (b)  and 
the  Second  Proviso  is  Inapplicable . 

If  Section  408  is  considered  applicable,  the  relationship 
involved  must  necessarily  be  governed  by  the  first  proviso 
of  Section  408  (b)  which  deals  generally  with  acquisition 
of  control.  The  first  proviso  requires  that  such  control 
not  result  in  a  restraint  of  competition  or  the  jeopardiz¬ 
ing  of  another  air  carrier.  This  proviso  could  be  ap¬ 
plied  to  the  control  relationships  that  exist  between 
Transcontinental  and  its  subsidiaries. 

The  second  proviso,  however,  would  need  to  be  com¬ 
pletely  rewritten  before  it  would  make  any  sense  when 
applied  to  the  relationship  that  exists  between 
249  Transcontinental,  an  air  carrier,  and  its  surface 
carrier  subsidiaries.  In  the  first  place,  by  its  very 
terms  the  second  proviso  applies  to  the  application  of  a 
surface  carrier  and  not  to  the  application  of  an  air  car¬ 
rier.  The  second  proviso  in  the  statute,  for  example,  re¬ 
fers  to  the  other  applicant  which  is  “a  carrier  other 
than  an  air  carrier’ ’  or  “a  person  controlled  by  a  car¬ 
rier  other  than  an  air  carrier  or  affiliated  therewith.” 1 

In  the  second  place,  one  of  the  consequences  of  apply¬ 
ing  the  second  poviso  is  that  the  applicant  thereby  is 
treated  as  an  “air  carrier,”  which  Transcontinental 
would  be.  This  further  points  to  the  inapplicability  of 
the  second  proviso. 

In  the  third  place,  the  latter  part  of  the  second  proviso 
requires  that  the  Board  must  find  that  “such  carrier 
other  than  an  air  carrier  (must)  use  aircraft  to  public 
advantage  in  its  (surface)  operation.”  Obviously  the  ex- 


1  The  expression  “or  affiliated  therewith”  is  admittedly  ambiguous 
and  may  modify  either  “applicant”  or  “a  person  controlled  by  a 
carrier  other  than  an  air  carrier.” 
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pression  “such  carrier  other  than  an  air  carrier”  cannot 
be  referring  to  an  air  carrier. 

250  In  the  fourth  place,  this  latter  clause  of  the 
second  proviso  has  been  interpreted  to  require  that 

an  applicant’s  proposed  air  operations  be  “auxiliary  and 
supplemental”  to  its  surface  operations;  such  a  test 
would  have  no  meaning  when  applied  to  the  application 
of  an  air  carrier  for  approval  of  its  control  of  bus  com¬ 
panies.  The  effect  of  making  such  an  interpretation 
would  be  to  require  that  surface  operations  be  auxiliary 
and  supplemental  to  the  air  operations,  which  is  the  exact 
antithesis  of  the  intention  of  the  statute. 

The  second  proviso  of  Section  408  cannot  be  made 
applicable  to  the  control  of  a  surface  carrier  by  an  air 
carrier  by  anything  short  of  the  complete  rewriting  of 
the  language  of  the  statute.  Applicants  submit  that  it 
would  be  presumptious  for  an  executive  agency  to  make 
any  statutory  interpretations  which  would  require  such 
an  undertaking. 

If  the  relationship  between  Transcontinental  and  its 
subsidiaries  is  one  which  must  be  approved  under  the 
first  provision  of  Section  408  (b),  such  approval  under 
the  facts  would  be  almost  pro  forma  because  the  issues 
to  be  considered  have  already  been  decided  by  the  CAB 
and/or  the  ICC.  The  first  proviso  is  quoted  in  full  l^elow : 

“Provided,  that  the  Authority  shall  not  approve  any 
consolidation,  merger,  purchase,  lease,  operating  con¬ 
tract,  or  acquisition  of  control  which  would  result  in 
creating  a  monopoly  or  monopolies  and  thereby  restrain 
competition  or  jeopardize  another  air  carrier  not  a  party 
to  the  consolidation,  merger,  purchase,  lease,  operating 
contract,  or  acquisition  of  control.” 

In  the  case  of  American  Airlines ,  Inc.,  Control  of  Amer¬ 
ican  Export,  Inc.,  6  CAB  371,  379  (1945),  the  Board  con¬ 
sidered  a  factual  situation  almost  identical  to  that 

251  presented  by  Southern  and  Transcontinental.  In 
approving  the  control  relationship  pursuant  to  the 

first  proviso  of  Section  408  (b)  the  Board  said: 
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“There  is  no  evidence  of  record  which  would  lead  to 
the  conclusion  that  the  acquisition  of  Export  by  Ameri¬ 
can  would  result  in  the  creation  of  a  monopoly  and 
thereby  restrain  competition  or  jeopardize  another  car¬ 
rier  not  a  party  to  the  acquisition.  Export  and  American 
do  not  compete  with  each  other  and  no  presently  avail¬ 
able  travel  facilities  will  be  lost  to  the  public  since  the 
routes  of  both  carriers  will  be  maintained.  The  acquisi¬ 
tion  will  be  merely  a  substitution  of  control  by  an  air 
carrier  for  control  by  a  surface  carrier.  .  .  .  We  there¬ 
fore  find  that  the  acquisition  proposed  here  meets  the 
tests  set  forth  in  the  first  proviso  of  Section  408  of  the 
Act.  .  . 

Section  5  of  the  Interstate  Commerce  Act  is  similar  in 
every  material  respect  to  Section  408  of  the  Civil  Aero¬ 
nautics  Act.  Pursuant  to  this  section,  the  Interstate 
Commerce  Commission  has  already  found  that  the  rela¬ 
tionship  between  Transcontinental  as  a  surface  carrier 
and  each  of  the  companies  which  it  controls  directly  and 
indirectly  does  not  restrain  competition  or  jeopardize 
other  carriers.  Transcontinental  Bus  System ,  Inc. — Con¬ 
trol — Continental ,  50  MCC  193  (1947),  affirmed  on  re¬ 
consideration,  50  MCC  305  (1948);  Transcontinental  Bus 
System,  Inc. — Control — West  Coast,  50  MCC  525  (1948) ; 
Transcontinental  Bus  System,  Inc. — Control — Southern 
Bus  Lines,  Inc.  No.  MC-F-4108,  decided  August  19,  1949. 

The  only  new  question  which  will  be  raised  by  applica¬ 
tions  pursuant  to  the  first  proviso  of  Section  408  (b)  for 
approval  of  the  relationships  between  Transcontinental 
and  each  of  its  subsidiaries,  will  be  whether  or  not  the 
air  routes  owned  by  Transcontinental  would  restrain  com¬ 
petition  or  jeopardize  other  carriers.  Precisely  this  same 
issue  was  discussed  in  detail  in  the  brief  of  Continental 
Southern  Lines,  Inc.,  to  the  Board  in  the  Parks  In- 
252  vestigation  Case,  Docket  3965,  et  al.  The  point  is 
made  that  the  addition  of  the  proposed  air  routes  to 
the  surface  routes  of  Southern  and  Transcontinental  would 
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not  restrain  competition  or  create  a  monopoly  for  five 
reasons : 

1.  The  abundance  of  existing  transportation  facilities 
in  the  Mississippi  Valley  and  Great  Lakes  areas  pre¬ 
cludes  the  possibility  of  a  monopoly. 

2.  The  proposed  air  routes  do  not  duplicate  and  there¬ 
by  compete  with  the  bus  company’s  surface  operations. 

3.  The  proposed  air  fares  are  three  times  greater 
than  existing  bus  fares  and  hence  are  noncompetitive. 

4.  The  substantial  investment  which  Southern  and 
Transcontinental  propose  to  make  in  the  Airline  Division 
is  evidence  they  are  not  attempting  to  “buy  oJf”  com¬ 
petition. 

5.  The  CAB  possesses  broad  enough  powers  to  curb 
any  monopolistic  tendencies  that  might  develop. 

It  is  for  these  reasons  that  the  applicants  consider 


that  subsequent  proceedings  for  approval  of  control  re¬ 
lationships  pursuant  to  the  first  proviso  of  Section  408 
(b)  will  be  almost  pro  forma  because  all  of  the  issues 
there  to  be  considered  have  already  been  presented  to 
the  CAB  and/or  the  Interstate  Commerce  Commission. 

G.  The  Approval  of  This  Application  Will  Not  Change 
the  Conditions  Under  Which  Surface  Carriers  May 
Participate  in  Scheduled  Transportation. 

In  defining  the  term  “public  interest”  as  used  in  Sec¬ 
tion  401  of  the  Act,  the  Board  must  necessarily  give  con¬ 
sideration  to  the  policy  suggested  in  Section  408  of  the 
Act  much  in  the  same  manner  as  Section  408  has  in¬ 
fluenced  the  application  of  surface  carriers  for  sir  route 
franchises  under  Section  401  (d)  of  the  Act. 
253  American  President  Lines,  Ltd.,  et  al,  Petition,  7 
CAB  799  (1947).  The  granting  of  this  application, 
therefore,  would  in  no  manner  change  the  conditions 
under  which  surface  carriers  may  now  participate  in 
aviation. 

Moreover,  the  facts  of  the  instant  case  present  a  unique 
situation  where  the  operational  and  financial  fitness  of 
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both  the  subsidiary-transferor  and  parent-transferee  have 
been  made  part  of  the  record  in  the  cases  where  the  cer¬ 
tificates  of  public  convenience  and  necessity  have  been 
sought.  Both  companies  operated  scheduled  intrastate 
feeder  airlines  for  a  period  of  approximately  12  months; 
both  companies  are  financially  fit  to  undertake  the  opera¬ 
tions  for  which  Southern  has  applied.  Moreover,  because 
Southern  is  100%  owned  by  Transcontinental,  Southern's 
qualifications  for  fitness,  willingness  and  ability  may  natu¬ 
rally  be  ascribed  to  its  parent  company;  this  would  not 
be  possible  in  a  situation  where  something  short  of  com¬ 
pany  ownership  of  the  subsidiary-applicant  existed.  The 
ability  of  Continental  Southern  to  assign  it  interest  in 
and  certificate  to  Transcontinental  without  consideration 
is  wholly  dependent  upon  100%  ownership  of  Continental 
Southern  by  Transcontinental. 

Continental  Southern  Lines  proved  that  it  was  the  only 
applicant  in  the  Reopened  Mississippi  Vcdley  Case ,  Docket 
No.  548  et  al,  which  was  financially  able  to  operate  the 
air  routes  recommended  by  the  Examiner.  In  the  Parks 
Investigation  Case,  Docket  No.  3965,  et  al.,  it 
254  proved  that  it  was  the  best  qualified  feeder  appli¬ 
cant  for  the  routes  previously  awarded  to  Parks. 
Continental  Southern  is  here  suggesting  a  procedure  to 
the  Board  to  permit  the  early  inauguration  of  air  service 
throughout  the  Mississippi  Valley  and  Park's  area — a 
consideration  of  utmost  importance.  The  suggested  pro¬ 
cedure  avoids  the  necessity  of  a  proceeding  under  the 
second  proviso  of  Section  408  (b),  which  proceeding  might 
well  defeat  the  more  fundamental  policy  of  providing  air 
service  now.  This  suggested  procedure  is  a  legally 
sound  method  for  achieving  a  desired  result,  a  result 
which  would  automatically  have  been  reached  if  Trans¬ 
continental,  instead  of  its  wholly  owned  subsidiary,  had 
been  the  applicant  in  this  case.  If  this  plan  be  consid¬ 
ered  technical,  it  is  a  method  to  exalt  substance  over 
form;  a  proposition  to  which  the  Board  has  repeatedly 
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dedicated  itself,  and  would  enable  the  Board  to  effectuate 
better  the  policy  set  forth  in  Section  2.  Specifically,  the 
public  interest  will  be  served  by  following  this  procedure 
which  will  allow  the  early  inauguration  of  air  service; 
the  Board’s  feeder  airline  program  will  be  furthered  by 
permitting  the  experimentation  with  a  coordinated  air/ 
bus  service.  These  are  the  primary  purposes  of  tfie  Act 
to  be  served  in  the  Reopened  Mississippi  V alley  and 
Parks  Investigation  Cases .  These  are  the  results 
are  possible  if  this  application  is  approved. 

255  WHEREFORE,  Southern  and  Transcont 

respectfully  request  the  Board  to  take  the  follow¬ 
ing  action: 

1.  If  a  hearing  be  necessary  on  the  Section  401 
plication,  set  this  application  down  for  an  early  hj 
date. 


2.  Issue  an  order  approving  the  assignment 


which 


nental 


:i)  ap- 
earing 


agree¬ 


ment  between  Continental  Southern  and  Transcontinental 
pursuant  to  Section  401  (i). 

3-  Transfer  to  Transcontinental  whatever  certificate 
or  certificates  may  be  issued  to  Continental  Southern 

4.  Issue  an  order  approving  the  agreement  between 
Southern  and  Transcontinental  pursuant  to  sectiop  412, 
if  such  approval  is  deemed  necessary. 

5.  Upon  approval  of  the  application  for  the  transfer 
of  the  certificate,  dismiss  the  joint  application  of  Conti¬ 
nental  Southern  and  Transcontinental  for  the  approval 
of  a  control  relationship  under  the  second  proviso  of 
Section  408  (b)  of  the  Act. 

The  applicants  request  such  other,  further  and  differ¬ 
ent  relief  as  the  Board  may  consider  necessary  aud  ap 
propriate  under  the  circumstances. 

Respectfullv  submitted, 

CONTINENTAL  SOUTHERN  LINES,  fNC 
By  Wheeler  &  Scoutt 
Counsel 

TRANSCONTINENTAL  BUS  SYSTEM,  fNC 
By  Wheeler  &  Scoutt 
Special  Counsel 
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Wilson  -  Ercs  Printing  Co.  •  RE  6003 
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STATEMENT  OP  QUESTIONS  PRESENTED 

The  following  questions  are  raised  by  this  petition 
review : 


Air- 

use 

evi- 

that 


for 


(1)  Was  the  finding  of  respondent  that  Ozark 
lines,  Inc.,  submitted  an  alternative  plan  to 
DC-3  type  aircraft  supported  by  substantial 
dence  when  the  record  unequivocally  shows 
Ozark’s  plan  of  operation  was  limited  to  snjiall 
single-engine  aircraft? 

(2)  Was  the  Civil  Aeronautics  Board’s  finding  ^hat 
Ozark  Airlines,  Inc.  was  financially  fit  based  upon 
substantial  evidence  when  the  only  evidence  of 
record  consisted  of  uncorroborated  hearsay  ^,nd 
opinion  testimony? 

(3)  Did  the  Civil  Aeronautics  Board  act  arbitrarily 
and  capriciously  in 

(a)  refusing  to  certificate  certain  route  segments 
in  Louisiana,  when  the  record  demonstrates 
they  were  economically  more  feasible  than 
route  segments  which  were  certificated; 

(b)  finding  that  the  route  system  of  800  miles 
was  too  small  to  be  operated  by  an  inde¬ 
pendent  company  when  in  other  cases  five 
such  systems  had  been  created; 

(c)  failing  to  consider  that  routes  awarded  to  pe¬ 
titioner  in  the  Parks  Investigation  Case 
might  be  consolidated  with  routes  awarded 
to  petitioner  in  the  Re-Opened  Mississippi 
Valley  Case. 

(4)  Was  respondent’s  finding  that  Southern  Airwdys, 
Inc.  was  financially  fit  supported  by  substantial 
evidence  when  the  record  shows  that 

(a)  the  carrier  was  not  presently  financially  ^t; 

(b)  was  insolvent  in  the  equity  sense;  and 

(c)  planned  only  to  raise  the  necessary  capital 
by  using  the  route  franchise  as  a  promoter’s 
asset. 


•  • 
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(5)  Is  an  applicant  for  an  air  route  to  be  considered 
an  air  carrier  for  purposes  of  determining  the 
applicability  of  the  acquisition  provisions  of  the 
Civil  Aeronautics  Act? 

(6)  Would  approval  of  the  transfer  application  pur¬ 
suant  to  Section  401  (i)  have  legitimately  avoided 
the  necessity  of  a  Section  408  proceeding? 

(7)  Is  the  control  of  a  surface  carrier  by  an  air  car¬ 
rier  within  the  purview  of  Section  408(a)(5) 
which  expressly  governs  the  control  of  air  car¬ 
riers  by  surface  carriers? 

(8)  Was  petitioners  application  properly  denied  be¬ 
cause  of  “ delays’ ’  incident  to  a  collateral  pro¬ 
ceeding  when  there  was  no  finding  that  the  de¬ 
lays  would  be  substantial  and  when  it  was  true 
that  petitioner  had  requested  expedited  action  on 
the  collateral  proceeding  seven  months  prior  to 
the  effective  date  of  respondents  order  in  the 
route  certificate  cases? 

(9)  Was  the  cumulative  effect  of  the  respondents 
errors  on  both  questions  of  fact  and  law  of  such 
a  nature  as  to  deny  petitioner  a  fair  hearing? 
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lines,  Inc.,  submitted  an  alternative 
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no  factual  foundation  . — 


a.  Evidence  submitted  by  Ozark  Air¬ 

lines,  Inc.,  with  respect  to  DC-3 
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b.  The  finding  that  Ozark  submitted! 
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STATEMENT  OF  CASE: 

Continental  Southern  Lines,  Inc.,  formerly  known  as 
Southern  Bus  Lines,  Inc.,  filed  with  the  Civil  Aeronautics 
Board,  hereinafter  sometimes  called  “the  Board”,  two 
applications  for  so-called  feeder  air  routes  which  were 
to  be  operated  in  conjunction  with  Petitioner’s  motor  bus 
service.  The  first  of  these  applications  was  consolidated 
for  hearing  and  subsequent  procedural  steps  in  a  proceed¬ 
ing  entitled  the  Re-Opened  Mississippi  Valley  amd  South¬ 
eastern  States  Cases,  Docket  Nos.  548  et  al.  and  501  et  al. 
decided  July  8,  1950  (hereinafter  referred  to  as  the  Re- 
Opened  Mississippi  Valley  Case)  and  involved  proposed 
air  routes  in  the  general  area,  between  Memphis  and 
New  Orleans.  The  second  application  was  consolidated 
in  the  Parks  Investigation  Case,  Docket  No.  3965  et  al., 
decided  July  28,  1950,  and  involved  proposed  air  routes 
in  an  area  bounded  on  the  east  by  Indianapolis,  on  the 
north  by  Chicago,  on  the  west  by  Kansas  City  and  on 
the  south  by  Tulsa  and  Memphis. 

Although  these  cases  were  ultimately  joined  for  final 
consideration  and  determination  by  the  Board,  the  pre¬ 
liminary  stages  of  the  administrative  procedure  were 
handled  separately,  and  in  point  of  time  the  Re-Opened 
Mississippi  Valley  Case  was  first.  In  this  case  the  Exam¬ 
iner  had  recommended  that  an  air  route  system  of  some 
1500  miles  should  be  awarded  to  Continental  Southern 
Lines,  Inc.,  primarily  because  this  applicant  alone  had 
been  able  to  prove  it  had  the  financial  capacity  to  conduct 
the  proposed  air  operation.  The  Board,  however,  did 
not  accept  the  principal  findings  made  by  its  Examiner: 
in  the  first  place,  it  was  decided  that  an  air  route  system 
of  only  some  800  miles  was  required  by  the  public  con¬ 
venience  and  necessity;  and  secondly,  that  Southern  Air¬ 
ways,  Inc.  was  fit,  willing  and  able  to  perform  the  service, 
and  that  the  new  routes  logically  integrated  with  that 
carrier’s  existing  system. 


The  application  of  Continental  Southern  Lines,  Inc.j  was 
denied  summarily  by  the  Board  with  the  finding  tha^;  the 
air  service  required  could  only  be  justified  as  an  extension 
of  some  existing  air  transportation  system  previously  es¬ 
tablished  by  the  Board.  Apart  from  this  consideration, 
however,  the  Board  held  that  the  application  of  Conti¬ 
nental  Southern  Lines,  Inc.  should  be  denied  because  of 
the  implications  incident  to  the  surface  carrier  relation¬ 
ship  :  namely  (1)  that  probably  the  control  provisions  of 
the  Civil  Aeronautics  Act  could  not  be  satisfied,  ancj  (2) 
that  in  any  event  an  additional  proceeding  would  be  nec¬ 
essary,  which  -would  unduly  delay  provision  for  air  serv¬ 
ice  in  the  area  concerned.  This  problem  was  discussed  in 
detail  in  the  Parks  Investigation  Case  and  conclusions 
there  reached  were  incorporated  by  reference  in  the 
Re-Opened  Mississippi  Valley  Case. 

In  selecting  Southern  Airways,  Inc.  as  the  applicant 
to  operate  the  air  routes  in  question  the  Board  rdcog- 
nized  there  would  be  some  delays  necessary  because  of 
“the  time  involved  in  raising  the  necessary  capital.’ * 
The  Board  went  on  to  find  that  “ Southern's  financial  posi¬ 
tion  .  .  .  indicates  that  the  carrier  does  not  now  pos¬ 
sess  the  necessary  capital  to  inaugurate  service  over\  the 
routes.”  (emphasis  added)  The  carrier  planned  to 
finance  the  route  extensions  with  a  stock  issue,  which 
the  Board  recognized  would  be  materially  facilitated  if 
Southern  Airways,  Inc.  were  granted  additional  air 
routes.  The  Board  then  stated:  “In  view  of  the  fore¬ 
going  facts  we  conclude  that  Southern  is  fit,  willing,  and 
able  to  perform  the  additional  services  herein  author¬ 
ized.”  (emphasis  added). 

In  the  Parks  Investigation  Case  the  Civil  Aeronautics 
Board  was  faced  with  the  problem  of  selecting  the  appli¬ 
cant  most  fit  to  operate  air  routes  which  had  been  found 
required  in  the  public  interest  in  earlier  proceedihgs. 
The  Examiner  in  this  case,  curiously  enough,  recommended 
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that  the  application  of  Continental  Southern  Lines,  Inc. 
be  denied  because  “it  had  already  been  selected  by  the 
Examiner”  to  operate  the  routes  involved  in  the  Re- 
Opened  Mississippi  V  aUey  Case,  and  that  such  task  would 
absorb  the  applicant’s  efforts.  For  different  reasons  the 
Board  ultimately  agreed  with  the  Examiner’s  conclusion 
and  Ozark  Airlines,  Inc.  was  awarded  a  certificate  of 
public  convenience  and  necessity  to  operate  the  air  routes 
in  question. 

As  a  preliminary  matter  in  the  Parks  Investigation 
Case  the  Board  found  that  an  applicant,  which  did  not 
propose  to  operate  DC-3  type  aircraft  as  distinguished 
from  single-engine  aircraft  could  not  meet  the  test  of  fit¬ 
ness,  willingness  and  ability.  The  Board  found  that 
while  Ozark  Airlines,  Inc.  presented  more  definitive  plans 
for  single-engine  operations,  it  also  submitted  an  “alter¬ 
native  plan”  for  twin-engine  service;  therefore,  the  Board 
concluded  that  this  preliminary  requirement  had  been  sat¬ 
isfied.  This  finding  was  made  in  spite  of  unequivocal 
testimony  of  record  by  the  witnesses  of  Ozark  Airlines, 
Inc.  that  after  considering  all  types  of  aircraft,  they  pro¬ 
posed  to  use  single-engine  aircraft  exclusively. 

The  financial  fitness  of  Ozark  Airlines,  Inc.  was  also 
questioned  by  the  Examiner;  however,  the  Board  decided 
that  this  applicant  would  be  able  to  secure  adequate  financ¬ 
ing  and  then  illogicallv  concluded  “that  Ozark  is  fit,  will¬ 
ing  and  able”.  The  basis  for  the  finding  of  fitness  to 
finance  a  million  dollar  operation  consisted  of  the  follow¬ 
ing:  (1)  stock  subscriptions  of  $260,000;  (2)  testimony 
“that  Ozark  will  probably,  upon  the  issuance  of  the  cer¬ 
tificate,  be  able  to  secure  a  bank  loan  of  $400,000,”  pro¬ 
vided  acceptable  collateral  were  available  (the  terms  of 
such  agreement  were  never  made  a  matter  of  record), 
and  (3)  the  uncorroborated  testimony  of  Ozark’s  vice- 
president  that,  if  necessary’,  the  subscribers  would  pur¬ 
chase  an  additional  $500,000  of  stock. 


The  application  of  Continental  Southern  Lines,  tnc. 
was  denied  “because  of  the  delays  and  uncertainties  of 
obtaining  service  by  this  applicant  as  a  result  of  compli¬ 
cations  due  to  problems  in  connection  with  Section  40$  of 
the  Act.”  Subsequent  to  the  hearing  in  the  Re-Opeyied 
Mississippi  Valley  Case,  but  before  the  hearing,  although 
subsequent  to  the  date  for  amending  applications,  in  the 
Parks  Investigation  Case,  the  capital  stock  of  Continental 
Southern  Lines,  Inc.  was  purchased  by  Transcontinental 
Bus  System,  Inc.,  a  second  motor  bus  carrier.  This  trans¬ 
action  was  approved  by  the  Interstate  Commerce  Comijais- 
sion  in  Transcontinental  Bus  System,  Inc. — Contrdl — 
Southern  Bus  Lines,  Inc.,  56  MCC  803  (1950).  The 
Board  alleged  that  this  acquisition  must  be  ap¬ 
proved  under  Section  408  of  the  Civil  Aeronautics  Act 
because  Continental  Southern  Lines,  Inc.,  as  an  ap¬ 
plicant,  was  considered  an  “air  carrier”  and  acquisitions 
of  air  carriers  by  surface  carriers  must  be  approved  by 
the  Civil  Aeronautics  Board.  Such  approval,  the  Board 
emphasized,  would  be  forthcoming  only  if  it  were  shown 
that  the  proposed  air  operations  would  be  auxiliary,  sup¬ 
plemental  and  incidental  to  the  bus  operations.  The 
Board  had  “serious  doubt”  that  such  a  showing  could 
be  made,  but  in  any  event  the  delays  incident  to  the  ac¬ 
quisition  proceeding  would  defeat  the  Board’s  efforts  to 
obtain  air  service  as  quickly  as  possible  for  the  area 
under  consideration.  Accordingly,  without  any  appraisal 
of  the  financial  or  operational  qualifications,  the  applica¬ 
tion  of  Continental  Southern  Lines,  Inc.  was  denied. 


Petitions  to  the  Civil  Aeronautics  Board  for  reconsid¬ 
eration  of  their  findings  were  filed  in  both  of  the  cases 
discussed  above,  and  both  such  petitions  were  denied. 
Subsequently,  Continental  Southern  Lines,  Inc.  made  a 

timelv  Petition  for  Judicial  Review  to  this  Honorable 
•> 

Court,  in  support  of  which  it  now  submits  this  brief. 
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RELEVANT  STATUTES 

1.  Section  401  of  the  Civil  Aeronautics  Act,  52  Stat. 
987,  49  USC  481— 

“(d)  (1)  The  Authority  shall  issue  a  certificate  au¬ 
thorizing  the  whole  or  any  part  of  the  transportation 
covered  by  the  application,  if  it  finds  that  the  appli¬ 
cant  is  fit,  willing,  and  able  to  perform  such  trans¬ 
portation  properly,  and  to  conform  to  the  provisions 
of  this  Act,  and  the  rules,  regulations,  and  require¬ 
ments  of  the  Authority  hereunder,  and  that  such 
transportation  is  required  by  the  public  convenience 
and  necessity;  otherwise  such  application  shall  be 
denied.’  ’ 

2.  Section  408  of  the  Civil  Aeronautics  Act,  52  Stat. 
1001,  49  USC  488 — 

“(a)  It  shall  be  unlawful  unless  approved  by  order 
of  the  Authority  as  provided  in  this  section — 

(1)  For  two  or  more  air  carriers,  or  for  any  air 
carrier  and  any  other  common  carrier  or  any  person 
engaged  in  any  other  phase  of  aeronautics,  to  consoli¬ 
date  or  merge  their  properties,  or  any  part  thereof, 
into  one  person  for  the  ownership,  management,  or 
operation  of  the  properties  theretofore  in  separate 
ownerships ; 

(2)  For  any  air  carrier,  any  person  controlling  an 
air  carrier,  any  other  common  carrier,  or  any  person 
engaged  in  any  other  phase  of  aeronautics,  to  pur¬ 
chase,  lease  or  contract  to  operate  the  properties,  or 
any  substantial  part  thereof,  of  any  air  carrier; 

(3)  For  any  air  carrier  or  person  controlling  an  air 
carrier  to  purchase,  lease,  or  contract  to  operate  the 
properties,  or  any  substantial  part  thereof,  of  any 
person  engaged  in  any  phase  of  aeronautics  other¬ 
wise  than  as  an  air  carrier; 

(4)  For  any  foreign  air  carrier  or  person  control¬ 
ling  a  foreign  air  carrier  to  acquire  control,  in  any 
manner  whatsoever,  of  any  citizen  of  the  United 
States  engaged  in  any  phase  of  aeronautics; 
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(5)  For  any  air  carrier  or  person  controlling  an  air 
carrier,  any  other  common  carrier,  or  any  person 
engaged  in  any  other  phase  of  aeronautics,  to  acqiiire 
control  of  any  air  carrier  in  any  manner  whatsoever; 

(6)  For  any  air  carrier  or  person  controlling  an  air 
carrier  to  acquire  control,  in  any  manner  whatsoever, 
of  any  person  engaged  in  any  phase  of  aeronautics 
otherwise  than  as  an  air  carrier;  or 

(7)  For  any  person  to  continue  to  maintain  any 
relationship  established  in  violation  of  any  of  the 
foregoing  subdivisions  of  this  subsection. 

Power  of  Authority 

(b)  Any  person  seeking  approval  of  a  consolidation, 
merger,  purchase,  lease,  operating  contract,  or  ac¬ 
quisition  of  control,  specified  in  subsection  (a)  of  this 
section,  shall  present  an  application  to  the  Authoiity, 
and  thereupon  the  Authority  shall  notify  the  persons 
involved  in  the  consolidation,  merger,  purchase,  lease, 
operating  contract,  or  acquisition  of  control,  and 
other  persons  known  to  have  a  substantial  interest  in 
the  proceeding,  of  the  time  and  place  of  a  piiblic 
hearing.  Unless,  after  such  hearing,  the  Authority 
finds  that  the  consolidation,  merger,  purchase,  lease, 
operating  contract,  or  acquisition  of  control  will  not 
be  consistent  with  the  public  interest  or  that  the  con¬ 
ditions  of  this  section  will  not  be  fulfilled,  it  shal}  by 
order,  approve  such  consolidation,  merger,  purchase, 
lease,  operating  contract,  or  acquisition  of  control, 
upon  such  terms  and  conditions  as  it  shall  find  to  be 
just  and  reasonable  and  with  such  modifications  as  it 
may  prescribe:  Provided,  That  the  Authority  shall 
not  approve  any  consolidation,  merger,  purchase, 
lease,  operating  contract,  or  acquisition  of  control 
which  would  result  in  creating  a  monopoly  or  monopo¬ 
lies  and  thereby  restrain  competition  or  jeopardize 
another  air  carrier  not  a  party  to  the  consolidation, 
merger,  purchase,  lease,  operating  contract,  or  ac¬ 
quisition  of  control:  Provided  further,  That  if  the 
applicant  is  a  carrier  other  than  an  air  carrier,  or  a 
person  controlled  by  a  carrier  other  than  an  air  car¬ 
rier,  or  affiliated  therewith  within  the  meaning  of 
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section  5(8)  of  the  Interstate  Commerce  Act,  as 
amended,  such  applicant  shall  for  the  purposes  of 
this  section  be  considered  an  air  carrier  and  the 
Authority  shall  not  enter  such  an  order  of  approval 
unless  it  finds  that  the  transaction  proposed  will 
promote  the  public  interest  by  enabling  such  carrier 
other  than  an  air  carrier  to  use  aircraft  to  public 
advantage  in  its  operation  and  will  not  restrain  com¬ 
petition/ 7 


STATEMENT  OF  POINTS 

Continental  Southern  Lines,  Inc.  bases  its  Petition  for 
Review  on  the  following  points : 

1.  Respondent’s  findings  that  Ozark  Airlines  sub¬ 
mitted  an  alternative  plan  for  operating  DC-3  type 
aircraft  is  not  supported  by  substantial  evidence. 

2.  The  failure  of  Ozark  Airlines  to  submit  a  plan  of 
operation  corresponding  to  the  type  for  which  a 
need  was  found  disqualifies  that  applicant; 

3.  A  letter  that  a  bank  would,  upon  acceptable  col¬ 
lateral,  loan  $400,000  is  not  substantial  evidence 
in  the  absence  of  a  recital  of  any  of  the  conditions 
of  the  loan  or  proof  that  acceptable  collateral 
may  be  available; 

4.  Respondent’s  finding  that  the  subscribers  of  stock 
of  Ozark  Airlines,  Inc.  would  advance  $500,000  is 
not  substantial  evidence  upon  which  to  base  a  find¬ 
ing  of  financial  fitness  when  the  only  proof  in  sup¬ 
port  of  the  finding  was  the  uncorroborated  hear¬ 
say  testimony  that  the  stock  subscribers  were  able 
and  willing  to  advance  that  additional  capital; 

5.  Respondent  in  the  Re-Opened  Mississippi  Valley 
Case  erred  in  finding  that  the  needed  air  routes 
must  be  appended  to  an  existing  system — 

a.  Additional  routes  which  were  recommended  by 
the  Examiner  should  have  been  certificated; 

b.  Even  without  modifications,  the  route  pattern 
certificate  was  as  large  as  five  other  inde¬ 
pendent  systems  established  by  the  Board. 
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6.  Respondent’s  finding  that  Southern  Airways,  Inc. 
was  financially  fit  it  not  supported  by  substantial 
evidence  since — 

a.  Southern  Airways  made  no  showing  of  present 
financial  fitness  which  fact  was  recognized  by 
respondent ; 

b.  Southern  Airways  plans  for  equity  financing 
were  too  vague  and  indefinite  to  be  the  basis 
for  a  finding  of  financial  fitness; 

c.  All  the  capital  proposed  to  be  raised  by  South¬ 
ern  Airways  was  needed  for  that  carrier’s 
existing  system  in  order  to  satisfy  current 
creditors. 

7.  Section  408  of  the  Civil  Aeronautics  Act  does  not 
govern  the  relationship  between  Transcontinental 
Bus  System,  Inc.  and  Continental  Southern  Lines, 
Inc.  since  the  latter  was  not  an  air  carrier,  but 
only  an  applicant. 

8.  The  Board  erroneously  failed  to  consider  the  ap¬ 
plication  to  transfer  certificate (s)  from  petitioner 
to  its  parent  company  which  would  legitimately 
have  eliminated  the  necessity  of  a  formal  section 
408  proceeding. 

9.  The  delays  complained  of  by  respondent  as  being 
necessary  if  petitioner  were  certificated  consti¬ 
tuted  a  capricious  and  insubstantial  basis  for  deny¬ 
ing  petitioner’s  application — 

a.  There  was  no  finding  that  the  alleged  delays 
would  be  substantial ; 

b.  There  was  no  justification  to  the  assumption 
that  a  delay  of  even  several  months  would  have 
been  contrary  to  public  interest  when  the 
Board  itself  had  procrastinated  for  five  years 
in  making  provision  for  air  service; 

c.  The  objection  is  inexcusable  since  petitioner 
gave  respondent  an  ample  opportunity  to  dis¬ 
pose  of  the  Section  408  problems,  if  necessary, 
prior  to  decision  in  the  route  certification  <jase. 

10.  The  accumulation  of  errors  noted  above  indicate 
that  petitioner  was  denied  a  fair  hearing  before 
the  Civil  Aeronautics  Board. 
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ARGUMENT 

I.  THE  CIVIL  AERONAUTICS  BOARD  ERRED  IN 
ITS  SELECTION  OF  OZARK  AIRLINES,  INC.,  IN 
THE  PARKS  INVESTIGATION  CASE. 

A.  Ozark  Airlines,  Inc.,  Did  Not  Submit  a  Plan  For 
Operating  DC-3  Type  Aircraft — a  Condition  Precedent  to 
Certification. 

1.  The  Civil  Aeronautics  Board  determined  as  a,  pre- 
limi/nary  matter  that  only  applicants  proposing  to  use  twin 
engine  aircraft  could  qy/dify  for  certification  m  the  Parks 
Investigation  case. 

In  the  opinion  of  the  Board  in  the  Parks  Investigation 
Case  (Joint  Appendix  p.  246)  the  Board  made  the  fol¬ 
lowing  statement : 

“We  also  find  that  the  Examiner  is  correct  in  his 
conclusion  that  substantial  parts  of  the  Parks  routes 
could  not  be  served  adequately  with  single-engine 
aircraft  and  that  an  applicant  whose  ability  to  in¬ 
augurate  service  over  these  routes  is  limited  to  inau¬ 
guration  of  service  with  small  single-engine  aircraft 
should  not  be  selected  herein.” 

In  the  report  of  the  Examiner,  which  is  attached  to  the 
opinion  of  the  Board  the  following  statements  are  made: 

“The  certificates  that  the  Board  issues  do  not  limit 
the  holder  to  the  use  of  any  particular  type  of  equip¬ 
ment.  However,  the  Board  may  look  at  all  phases  of 
an  applicant’s  proposal  for  the  purpose  of  determin¬ 
ing  whether  its  plans  look  toward  providing  a  service 
consonant  with  the  public  interest  and  whether  it’s 
fit  willing  and  able  within  the  meaning  of  the  stat¬ 
ute.”  (Joint  Appendix  pp.  298-9) 

The  Examiner  then  reached  the  conclusion  in  which  the 
Board  as  noted  above  concurred,  that  it  was  not  in  the 
public  interest  that  the  routes  in  question  be  operated  with 
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single-engine  aircraft  as  distinguished  from  the  standard 
DC-3  type  airplane. 

The  record  should  be  perfectly  clear  that  a  proposal  to 
use  4-passenger,  single-engine  aircraft  is  fundamentally 
different  from  the  plan  to  use  21-passenger,  twin-engine 
aircraft.  The  distinction  between  the  two  proposals  is  a 
basic  one  and  goes  to  the  very  heart  of  the  operation 
proposed;  practically  every  other  phase  of  an  air  car¬ 
rier's  plan  of  operation  is  conditioned  upon  this  initial 
decision:  capital  requirements,  choice  of  personnel,  main¬ 
tenance  facilities,  public  relations  program,  etc.  The 
Examiner  in  his  report  in  the  Parks  Investigation  Case 
recognized  this  fundamental  distinction  and  outlined  some 
of  the  factors  used  as  a  basis  for  his  conclusion:  (Joint 
Appendix  pp.  299-302) 

1.  The  seat  mile  cost  of  4-passenger  aircraft  are 
excessively  high. 

2.  The  uniform  and  adamant  position  of  civic  inter- 
venors  indicated  that  any  carrier  using  small  4- 
passenger  aircraft  would  meet  strong  sales  resist¬ 
ance. 

3.  Since  single-engine  aircraft  are  limited  to  a  day¬ 
light  contact  operation,  neither  reliable  or  satis¬ 
factory  schedules  could  be  provided. 

4.  4-passenger  aircraft  would  be  completely  ijiade- 
quate  to  handle  the  passenger  traffic  demands  of 
the  areas  to  be  served. 

2.  Ozark’s  witnesses  imequivocally  stated  that  they 
proposed  to  use  single-engine  aircraft. 

Mr.  Laddie  Hamilton,  President  of  Ozark  Airlines,  Inc., 
and  the  applicant's  principal  witness,  testified  that  his 
company  intended  to  inaugurate  service  with  single-e ngine 
aircraft  and  to  replace  them  if  and  when  the  traffic  in  the 
area  justified  conversion  to  larger  equipment.  Mr.  Ham¬ 
ilton's  full  testimony  on  direct  examination  is  quoted 
below:  (Joint  Appendix  pp.  38-9) 
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Question  (Mr.  Batchelor) :  “What  type  of  aircraft 
was  selected  to  provide  service  to  these  areas  as  a 
result  of  your  study? 

Answer  (Mr.  Hamilton) :  “As  a  result  of  our  study 
of  this  area,  we  decided  on  using  the  Cessna  190  series 
aircraft. 

Question  (Mr.  Batchelor):  “Will  you  explain  the 
basis  on  which  the  decision  on  aircraft  was  reached? 
Answer  (Mr.  Hamilton) :  “This  decision  was  reached 
after  considerable  study,  due  to  the  operational  char¬ 
acteristics  of  this  aircraft,  due  to  the  terrain  in  these 
areas,  and  due  to  the  condition  of  the  airports  in  the 
areas  to  be  served  at  the  present  time. 

Question  (Mr.  Batchelor) :  “Do  you  plan  to  continue 
use  of  this  equipment,  or  would  you  supplement  or 
replace  it  with  other  equipment,  as  traffic  develops? 
Answer  (Mr.  Hamilton):  “It  would  be  our  plan  to 
supplement  or  replace  this  equipment  with  more  suit¬ 
able  equipment  as  traffic  develops  and  the  airports 
along  the  various  routes  are  improved  to  the  point 
that  they  can  be  served  with  larger,  or  more  adequate 
airplanes,  (emphasis  added) 

Question  (Mr.  Batchelor) :  “Would  you  care  to  elab¬ 
orate  further  on  how  that  plan  would  be  carried  out? 
Answer  (Mr.  Hamilton):  “The  plan  would  have  to 
be  carried  out  by  routes,  as  the  traffic  built  up  on  a 
certain  individual  route,  airports  on  this  route  were 
improved  to  the  point  that  larger  aircraft  of  the 
DC-3  type,  for  example  could  be  certificated  on  this 
route.  We  would  then  plan  to  inaugurate  service  of 
that  particular  route  with  the  other  type  of  equip- 
ment.,, 

Other  testimony  by  the  witnesses  of  Ozark  confirm  the 
conclusion  indicated  above  that  Ozark  Airlines  intended 
to  initiate  the  operation  of  the  proposed  air  routes  with 
single-engine  aircraft.  On  cross-examination  from  Mr. 
Peyser,  attorney  for  Braniff  Airways,  the  following  com¬ 
ments  were  made: 

Question  (Mr.  Peyser) :  Did  you  use  the  same  kind 
of  equipment  in  your  intra  state  operation  as  you 
intend  to  use  now? 
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Answer  (Mr.  Hamilton):  No.  The  type  of  equip¬ 
ment  we  plan  to  use  now  was  not  then  manufactured. 
(Joint  Appendix,  p.  49) 

It  should  be  noted  that  the  DC-3  aircraft  was  in  produc¬ 
tion  as  early  as  1935,  but  that  the  Cessna  190  and  i95 
aircraft  were  not  in  production  until  after  the  war,  subse¬ 
quent  to  Ozark’s  experimental  intrastate  operation. 


Mr.  Bell,  attorney  for  Central  Airlines,  Inc.,  asked  the 
following  question: 

Question:  Did  you  testify  last  Friday  that  you  in¬ 
tend  to  start  service  over  the  St.  Louis  to  Memphis 
segment  of  the  Mississippi  Valley  routes  with  DC-3 
equipment  initially? 

Answer  (Mr.  Hamilton) :  Mr.  Bell,  I  do  not  recall 
testifying  definitely  that  we  would  initiate  service 
with  DC-3s  on  that  particular  route.  (Joint  Appen¬ 


dix  pp.  54-55) 

In  this  connection,  it  should  be  noted  that  Mr.  Hamilton 
had  earlier  testified  that  the  St.  Louis  to  Memphis  was 
the  only  segment  of  the  Mississippi  Valley  routes  that 
might  properly  be  operated  with  DC-3  aircraft.  (Joint 
Appendix  p.  41) 

With  respect  to  Ozark’s  plan  for  operation  over  Ihe 
other  segments  of  the  Mississippi  Valley  routes,  the 
Company’s  position  was  established  by  the  following 
examination : 


Question  (Mr.  Batchelor) :  Was  it  your  testimony 
on  Friday  that  as  far  as  the  other  three  segments 
are  concerned,  you  intended  to  use  the  Cessna  100? 
Answer  (Mr.  Hamilton):  Cessna  190  series;  either 
one  190  or  195. 

Mr.  J.  B.  Carl,  vice  president  in  charge  of  operations 
of  Ozark,  testified  with  respect  to  his  company’s  equip¬ 
ment  plans  upon  direct  examination  from  his  company’s 
attorney  as  follows: 
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Question:  Mr.  Carl,  why  did  you  choose  the  Cessna 
190  series  aircraft  in  preference  to  the  other  aircraft 
which  might  be  used  in  this  operation? 

Answer:  We  felt  that  a  single-engine  aircraft  should 
be  as  near  like  an  air-carrier,  a  multi-engine  as  pos¬ 
sible,  and  in  the  Cessna  190  series,  starting  from  the 
front,  the  first  thing  we  have  is  the  Hamilton-Con- 
stance  ‘B’  propellor,  which  is  probably  the  most  re¬ 
liable  propellor  ever  built. 

Question:  Did  you  make  any  determination  of  the 
suitability  of  the  Cessna  190  series  for  take-offs  and 
landings  on  the  airports  which  are  included  in  the 
Mississippi  Valley,  Great  Lakes,  and  North  Central 
areas? 

Answer:  Yes.  Mr.  Hamilton  made  a  detailed  study 
of  the  airport  specifications  and  the  suitability  of 
Cessna  for  this  type  of  operation. 

Question:  As  a  result,  did  you  make  a  determina¬ 
tion  that  the  Cessna  190  series  was  more  suitable  for 
operation  into  and  out  of  the  airports  in  these  areas 
than  the  other  aircraft  you  considered ?  (emphasis 
added) 

Answer:  Yes,  we  did. 

3.  The  Civil  Aeronautics  Board's  finding  that  Ozark 
Airdines ,  Inc.,  submitted  an  alternative  plan  for  use  of 
DC-3  aircraft  has  no  factual  foundation. 

a.  Evidence  submitted  by  Ozabk  Airlines,  Inc.,  with 

RESPECT  TO  DC-3  AIRCRAFT  WAS  NOT  IN  THE  NATURE  OF  A 
PLAN  OF  OPERATION. 

In  its  decision  (Joint  Appendix  p.  247)  the  Civil  Aero¬ 
nautics  Board  found  that  Ozark  Airlines  intended  to  use 
twin-engine  equipment.  A  footnote  to  this  finding  is 
quoted  below: 

“Ozark  presented  more  definitive  plans  for  single¬ 
engine  operations  but  it  submitted  alternative  plans 
for  twin-engine  service.”  (Joint  Appendix  p.  247) 

This  finding  is  certainly  a  masterpiece  of  understate¬ 
ment.  Ozark’s  total  presentation,  with  the  exception  of 
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two  hastily  drawn  exhibits  which  were  prepared  and  sup- 
mitted  ten  days  after  the  hearing  had  started,  is  based 
on  a  single-engine  operation.  The  “alternative  plan”,  if 
any,  consists  of  the  two  hastily  drawn  one-page  exhibits 
which  were  put  into  the  record  originally  to  illustrate 
why  Ozark  had  decided  against  the  use  of  twin-engine  air¬ 
craft  and  in  favor  of  the  single-engine  operation. 

On  page  40  of  the  Joint  Appendix,  Mr.  Batchelor,  at¬ 
torney  for  Ozark,  explained  the  purpose  of  the  exhibits 
referred  to  above : 

“Mr.  Examiner,  it  is  the  basis  for  a  conclusion  bear¬ 
ing  out  the  soundness  of  the  decision  to  use  single¬ 
engine  Cessna  aircraft.” 

On  page  60  of  the  Joint  Appendix,  Mr.  Batchelor  again 
explained  the  purpose  of  Exhibits  5-A  and  8-B  whi^h 
constitute  the  so-called  “alternative  plan;”  Mr.  Batchelor 
stated  as  follows : 

“They  were  presented  when  we  marked  our  exhibits 
for  identification,  but,  if  you  will  recall  the  way  this 
matter  first  came  up,  it  was  in  response  to  my  ques¬ 
tion  of  Mr.  Hamilton  as  to  whether  any  alternative 
methods  had  been  considered  in  arriving  at  the  con¬ 
clusion  that  the  single-engine  operation  was  the  one 
which  should  be  proposed.  That  is  the  manner  m 
which  the  DC-3  operation  came  up.  It  was  not  sub¬ 
mitted  as  a  specific  proposal.”  (emphasis  added) 

Still  later,  counsel  for  Ozark  summarized  the  purpose 
of  the  data  submitted  with  respect  to  the  DC-3  aircraft. 

“I  believe  if  counsel  reads  the  testimony  of  Friday, 
he  will  find  that  Mr.  Hamilton’s  testimony  went  only 
to  the  question  that  there  were  certain  routes  which 
could  be  served.  X  don’t  think  his  testimony  re¬ 
vealed  any  declaration  of  intention  to  serve  them  as 
such  with  DC-3’s  ...”  (Joint  Appendix  p.  62) 

The  above  statements  by  counsel  for  Ozark  Airlines, 
Inc.,  do  not,  of  course,  constitute  evidence  because  Mr. 

7  y  7  i 
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Batchelor  was  not  a  witness.  To  the  extent,  however, 
that  his  observations  seek  to  explain  testimony  presented 
by  his  Company’s  principal  witness,  Mr.  Hamilton,  his 
remarks  may  be  of  some  value  in  the  nature  of  back¬ 
ground  information.  Respondent,  however,  has  appar¬ 
ently  seized  upon  a  few  isolated  remarks  of  counsel  to 
the  effect  that  information  submited  with  respect  to 
DC-3  type  aircraft  did,  in  truth,  constitute  “an  alterna¬ 
tive  plan.”  Such  statements  are  entirely  inconsistent  with 
the  testimony  of  Ozark’s  principal  policy  witness  and 
indeed  are  inconsistent  with  earlier  statements  of  counsel 
himself.  This  Court  has  the  duty  to  remind  respondent 
that  the  observations  and  hopes  of  attorneys  which  are 
not  presented  as  testimony  or  subject  to  cross-examina¬ 
tion  have  no  value  as  evidence  in  even  an  administrative 
procedure. 

In  spite  of  the  unequivocal  statements  quoted  above, 
counsel  for  Ozark  argued  on  Brief  that  the  company 
which  he  represented  submitted  an  alternative  plan  for 
the  operation  of  twin-engine  aircraft.  That  he  made  this 
argument  to  the  Board’s  satisfaction  is  one  of  the  errors 
of  which  Petitioner  complains. 

b.  The  finding  that  Ozark  submitted  schedules  ap¬ 
plicable  TO  A  DC-3  TYPE  OPERATION  IS  ERRONEOUS. 

In  its  footnote  to  the  finding  that  Ozark  Airlines,  Inc., 
submitted  an  alternative  plan  for  the  operation  of  DC-3 
type  aircraft  Respondent  made  the  following  observa¬ 
tion: 

“The  record  also  shows  that  its  schedule  speed  for 
DC-3  and  Cessna  single-engine  aircraft  would  be 
about  the  same  in  this  short  haul  service  and  thus 
evidence  on  such  matters  is  applicable  to  either  type 
of  service.”  (Joint  Appendix  p.  247) 

In  Exhibit  No.  6,  Joint  Appendix  pps.  140-45  inclusive, 
Ozark  Airlines,  Inc.,  presented  the  schedules  it  pro- 
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posed  to  operate.  It  proposed  a  daylight  operation;  no 
plane  originated  earlier  than  7 :15  a.  m.,  and  all  digits 
were  to  be  terminated  no  later  than  5:15  p.  m.  Under 
the  rules  of  the  C.  A.  B.,  single-engine  aircraft  may  not 
engage  in  night  Hying,  as  would  be  permitted  if  DC-3  tj'pe 
aircraft  were  used  (see  Joint  Appendix  p.  45X,  46,  82) 

In  the  Exhibits  under  the  equipment  requirements, 
Ozark  states  that  the  Great  Lakes  route  will  require  4 
Cessnas  (Joint  Appendix  p.  155),  the  Mississippi  Valley 
route  will  require  8  (Joint  Appendix  p.  145),  and  North 
Central  routes  will  require  10  in  order  to  fly  the  daylight 
schedule  pattern  set  forth  in  their  plan  of  operation. 
(Joint  Appendix  p.  164)  Yet,  Exhibit  8-B  indicates  lie 
total  DC-3  equipment  requirement  as  only  15  DC-3s. 
(Joint  Appendix  p.  177)  It  is  obvious  that  15  DC-3’s 
flying  the  same  schedules  at  the  same  speed  cannot  cover 
the  route  miles  of  23  other  planes  flying  at  the  same 
speed.  The  evidence  shows  the  difference  was  to  be  ac¬ 
counted  for  by  the  fact  that  the  DC-3’s  would  fly  instru¬ 
ments  and  night  schedules.  No  such  schedules  were  pre¬ 
sented.  The  Board  has  merely  sought  to  be  helpful  in 
dragging  in  schedules  for  a  daylight  operation  to  a  ridicu¬ 
lously  inadequate  record  consisting  of  two  unrelated 
pieces  of  paper  to  substantiate  the  finding  that  it  was  an 
alternative  plan  of  operation.  It  cannot  be  so  considered 
on  the  record,  it  was  not  so  presented.  It  is  an  indicati  on 
of  the  intent,  first  to  certify  Ozark  and  then  by  hook  or 
crook  to  gain  data  from  the  record  to  justify  the  decision. 
If  the  Board  is  right  and  it  might  be  considered  a  fact 
that  the  daylight  flights  could  be  flown  with  DC-3  equip¬ 
ment,  then  the  showing  of  adequate  financing  is  totally 
lacking,  because  the  figures  for  equipment  requirement 
designate  15  DC-3  planes  not  23.  The  proposed  financing 
is  inadequate  to  justify  practically  a  50%  increase  in 
equipment  costs.  The  conclusion  of  the  whole  matter  is 
that  Exhibits  8-B  and  5-A  were  not  intended  to  synchron- 
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ize  with  the  balance  of  the  Exhibits,  nor  were  they  pre¬ 
sented  for  the  purpose  found  by  the  Board. 

Let  the  record  be  clear,  moreover,  that  the  other  aspects 
of  a  plan  for  operating  small  4-passenger  single-engine 
aircraft  are  equally  inapplicable  to  an  operation  of  21- 
passenger  DC-3  type  aircraft. 

4.  No  applicant  which  does  not  intend  to  conduct  the 
type  of  operation  for  which  a  need  is  found  can  be  certi¬ 
ficated. 

The  question  as  to  the  type  of  equipment  to  be  oper¬ 
ated  is  one  of  the  two  most  important  aspects  in  deter¬ 
mining  an  applicant’s  fitness,  willingness  and  ability;  the 
other  being  its  financial  fitness.  The  decision  to  use  a 
particular  type  of  equipment  is  a  basic  and  fundamental 
feature  of  any  applicant’s  proposal.  Indeed  in  the  Parks 
Investigation  Case  the  application  of  Central  Air  Lines, 
Inc.  was  summarily  denied  because  it  did  not  propose  to 
operate  the  air  routes  in  question  with  twin-engine  air¬ 
craft  (Joint  Appendix  p.  303,  247). 

Under  similar  circumstances,  the  Interstate  Commerce 
Commission  has  held  that  in  order  to  be  qualified  an  ap¬ 
plicant  must  intend  to  perform  a  type  of  service  for 
which  a  need  is  shown.  In  the  case  of  Lester  W.  Stee- 
bach,  Extension  of  Operations — Earling  33  MCC  346, 
(1942),  the  Commission  said: 

“We  think  that  this  (Section  207)  contemplates  that 
an  applicant  for  a  certificate,  to  be  qualified,  must 
show  that  he  intends  to  perform  such  service  for 
which  a  need  is  proven,  and  also  to  establish  that  he 
is  fit,  willing,  and  able  to  perform  it.” 

B.  Ozark  Airlines,  Inc.,  Did  Not  Submit  Substantial 
Evidence  to  Prove  Its  Financial  Fitness. 

In  its  decision  in  the  Parks  Investigation  Case,  the 
Board  noted  that  the  capital  requirements  for  operating 
the  Mississippi  Valley  and  Great  Lakes  air  routes,  for 
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which  Ozark  was  certificated,  would  range  between  $1,- 
150,000  and  $1,300,000.  (Joint  Appendix  p.  19). 

I 

In  finding  that  Ozark  was  financially  fit  to  operate 
these  routes  the  Board  stated  as  follows: 

“The  Examiner  has  expressed  some  doubt  that  Ozark 
would  be  able  to  finance  the  inauguration  of  service 
over  both  the  Mississippi  Valley  and  Great  Lakes 
routes.  However,  the  record  indicates  that  Ozark 
has  stock  subscriptions  totaling  $260,000  and  that 
evidence  was  submitted  at  the  hearing  indicating  the 
finanical  ability  of  the  subscribers  to  take  up  their 
subscriptions.  In  addition,  the  testimony  indicates 
that  Ozark  will  probably,  upon  the  issuance  qf  the 
certificate,  be  able  to  secure  a  bank  loan  in  the  amount 
of  $400,000  to  be  secured  by  acceptable  collateral. 
Furthermore,  Ozark’s  vice  president  testified  that  the 
subscribers  to  the  $260,000  of  stock  previously  men¬ 
tioned  were  willing  and  able  to  provide  a  further 
additional  increment  of  capital  of  $500,000  if  needed. 
The  total  capital  resources  just  stated,  if  realisable, 
indicate  that  Ozark  would  be  able  to  finance  the  pro¬ 
posed  operation.”  (Joint  Appendix  pp.  253-4) 

The  finding  that  Ozark  “will  probably”  be  able  to  se¬ 
cure  a  bank  loan  in  the  amount  of  $400,000  is  certainly 
not  substantial  evidence  that  such  a  loan  would  be  forth¬ 
coming.  Any  bank,  any  place,  at  any  time  is  in  the  busi¬ 
ness  of  lending  money  on  security  that  is  satisfactory  to 
them.  Ozark  presented  no  more  than  a  letter  from  a  bank 
to  the  effect  that  a  loan  might  be  made  upon  acceptable 
collateral.  There  was  no  firm  commitment,  no  agreement 
to  lend  a  definite  sum  of  money  at  a  definite  rate  of  in¬ 
terest  for  a  definite  period  of  time  upon  specified  and 
disclosed  terms  and  conditions,  including  a  recital  of  col¬ 
lateral.  (See  Joint  Appendix  pp.  94,  181-182)  Not  only 
was  the  evidence  with  respect  to  this  matter  vagu^  and 
indefinite  but  it  was  the  rankest  form  of  hearsay;  yet  the 
Board  held  that  this  testimony  alone  constituted  substan¬ 
tial  evidence  and  based  its  finding  thereon. 
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In  order  to  demonstrate  just  where  it  would  obtain  the 
additional  one-half  million  dollars  believed  necessary  to 
finance  the  proposed  routes,  Ozark  submitted  only  the  fol¬ 
lowing  testimony  at  page  94  of  the  Joint  Appendix: 

Question  (Mr.  Batchelor):  “Are  the  present  sub¬ 
scribers  of  additional  stock  to  Ozark  Airlines  finan¬ 
cially  able  and  are  they  willing  to  contribute  the  ad¬ 
ditional  funds  necessary  to  finance  whichever  type  of 
operation  will  be  required? 

Answer  (Mr.  Mattingly,  Vice-President  of  Ozark) : 
“That  is  correct,  Mr.  Batchelor.  It  will  be  approxi¬ 
mately  a  maximum  of  additional  capital  needed  of 
$520,000  if  all  DC-3  equipment  is  used  on  all  these 
routes  and  they  were  all  activated  simultaneously, 
but  we  are  prepared  and  willing  and  able  to  supply 
the  additional  capital.” 

Upon  these  statements,  which  is  all  the  testimony  which 
the  record  affords  with  respect  to  Ozark’s  financial  fitness, 
the  Board  based  its  finding  that  Ozark  is  fit,  willing  and 
able  to  provide  the  service  which  was  authorized. 

The  statements  with  respect  to  the  bank  loan  and  the 
additional  stock  purchases  do  not  constitute  legally  com¬ 
petent  evidence.  They  represent  for  the  most  part  a  con¬ 
clusion  of  Ozark’s  vice-president.  He  concludes  that  “ac¬ 
ceptable  collateral”  will  be  available;  that  the  conditions 
on  wrhich  the  bank  w-ould  loan  money  would  be  economi¬ 
cally  feasible ;  that  the  present  stock  subscribers  are  ready 
and  willing  to  triple  their  subscriptions.  This  type  of 
hearsay  testimony  is  admissible  in  an  administrative  pro¬ 
cedure,  and  no  proper  objection  to  exclude  it  would  have 
been  sustained.  Although  the  evidence  is  admissible,  the 
Board  is  powerless  to  base  a  finding  upon  such  hearsay, 
for  such  findings  must  be  made  on  the  basis  of  reliable 
probative  and  substantial  evidence.  Just  what  reliable, 
probative  and  substantial  evidence  means  will  be  deter¬ 
minative  of  this  petition  for  review. 
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The  consideration  of  the  Administrative  Procedure 
on  the  floor  of  the  U.  S.  Senate  is  enlightening  on 
interpretation  of  Sec.  7(c)  which  provides  as 

“(c)  Evidence. — Except  as  statutes  otherwise 
vide,  the  proponent  of  a  rule  or  order  shall  " 
burden  of  proof.  Any  oral  or  documentary 
may  be  received,  but  every  agency  shall  as  a  mg 
of  policy  provide  for  the  exclusion  of  irrelevant, 
material,  or  unduly  repetitious  evidence  and  no 
tion  shall  be  imposed  or  rule  or  order  be  issued 
cept  upon  consideration  of  the  whole  record  or 
portions  thereof  as  may  be  cited  by  any 
as  supported  by  and  in  accordance  with  t 
probative,  and  substantial  evidence  ...” 

This  section  was  discussed  by  Mr.  McCarran  on  M^rch 
12,  1946  on  the  floor  of  the  Senate: 

“Sub-section  (c)  of  section  7  relates  to  evidence.  It 
provides  that  except  as  statutes  otherwise  provide, 
the  proponent  of  a  rule  or  order  has  the  burden  of 
proof.  While  evidence  may  be  received,  as  a  matter 
of  policy  agencies  are  required  to  provide  for  the 
exclusion  of  irrelevant  and  unduly  repetitious  evi¬ 
dence,  and  no  sanction  may  be  imposed  or  rule  or 
order  issued,  except  as  supported  by  relevant,  reliable 
and  probative  evidence. 

•  •  •  • 

“Some  of  us  insisted  that  the  testimony  must  be 
relevant,  material,  and  competent,  and  that  nothing 
else  should  be  taken.  However,  representatives  of 
agencies  came  before  us  and  presented  their  views, 
saying  that  such  a  rule  would  curtail  their  opera¬ 
tions,  and  that  they  ought  to  be  given  greater  lati¬ 
tude.  They  said  to  us,  ‘We  are  not  lawyers.  We  are 
acting  in  a  quasi-judicial  capacity.  We  ought  to  be 
able  to  go  outside  and  get  hearsay  testimony,  if  you 
please.  We  might  be  able  to  indulge  in  theory.’  So 
rather  than  curtail  the  agencies,  we  sought  an  inter¬ 
mediate  ground  which  we  thought  would  be  protec¬ 
tive  of  the  rights  of  individuals,  and  at  the  same 
time  would  not  handicap  the  agencies.  So  we  said 
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to  them,  ‘You  may  go  outside  and  get  what  would  be 
secondary  evidence,  or  hearsay;  you  may  perhaps 
even  go  into  the  realm  of  conjecture;  but  when  you 
write  your  decision  it  must  be  based  upon  probative 
evidence  and  nothing  else.’  ” 

Senator  McCarran  was  Chairman  of  the  Senate  Com¬ 
mittee  on  the  Judiciary  at  the  time  the  Administrative 
Procedure  Act  was  introduced,  debated,  and  passed.  It 
became  law  in  the  latter  part  of  1946.  He  delivered  a 
speech  at  the  annual  meeting  of  the  American  Bar  Asso¬ 
ciation  on  October  30,  1946.  His  speech  was  subsequently 
printed  in  the  American  Bar  Journal,  in  the  issue  of 
December,  1946,  being  volume  32,  page  827.  The  follow¬ 
ing  are  excerpts  from  that  address: 

“The  fact  is,  therefore,  plain — if  not  redundant — the 
effect  that  evidence,  issues  and  decisions  are  a  single 
whole,  that  the  decision  may  not  be  made  except  upon 
and  in  accordance  with  the  evidence,  and  that  the 
evidence  must — as  the  Senate  Judiciary  report  states 
— meet  the  tests  of  reliability  and  probity  ‘prevailing 
in  Courts  of  Law  or  equity  in  non-administrative 
cases. 9  91 

*  •  •  • 

“Whether  or  not  there  is  a  statutory  administrative 
hearing,  it  is,  therefore,  undeniably  a  major  premise 
of  the  statute  that  administrative  action  of  any  sort 
must  be  tested  by  facts,  that  the  facts  must  be 
proved  upon  the  record  and  that  the  proof  must 
meet  the  tests  familiar  in  traditional  Anglo-American 
judicature.” 

Administrative  tribunals,  other  than  the  C.  A.  B.  have 
been  able  to  distinguish  between  the  question  of  admitting 
hearsay  evidence  and  the  question  of  basing  a  finding 
upon  such  evidence.  In  the  case  of  Queensboro  Gold 
Mines,  Ltd.  2  SEC  860  (1937),  it  was  stated  that  while 
hearsay  evidence  is  admissible  in  proceedings  before  the 
Securities  &  Exchange  Commission,  and  an  objection  to 
hearsay  is  to  be  disregarded  in  the  absence  of  an  attack 
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on  its  accuracy,  nevertheless,  such  hearsay  does  not  Af¬ 
ford  a  satisfactory  basis  for  a  finding  of  fact. 

In  the  Matter  of  Radio  Enterprises,  Inc.  Construction 
Permit  7  FCC  169  (1939),  it  was  stated  that  hearsay  and 
opinion  evidence  may  not  be  made  the  basis  of  the  find¬ 
ing  of  fact. 

In  the  case  of  Ohio  Associated  Tel.  Co.,  91  N.  L.  R.  B. 
No.  162  (1950),  it  was  held  that  findings  of  fact  may  not 
be  based  on  uncorroborated  hearsay  alone,  and  the  f^ct 
that  the  matters  alleged  have  not  been  denied  does  i^ot 
raise  uncorroborated  hearsay  to  the  stature  of  probative 
evidence. 

The  courts  too,  have  recognized  this  distinction.  In  the 
case  of  National  Labor  Relations  Board  v.  Washington 
Dehydrated  Food  Co.,  118  F2d  980  (CCA  9th  1941)  the 
court  stated: 

“We  are  well  aware  that  the  courts  have  held  that 
in  these  peculiar  hearings  no  error  can  be  assigned 
because  of  the  admission  of  improper,  immaterial,  or 
hearsay  testimony;  but  when  this  sort  of  evidence  is 
the  only  foundation  for  the  findings  and  order  of 
the  Board,  then  it  cannot  be  said  that  they  are  sup¬ 
ported  by  such  substantial  evidence  as  the  law  (re¬ 
quires.’  ’  (p.  985). 

In  the  case  of  Consolidated  Edison  Co.  v.  National 
Labor  Relations  Board,  305  U.  S.  197,  83  L.  Ed.  126 
(1938),  the  court  said  that  mere  uncorroborated  hearsay 
or  rmnor  does  not  constitute  substantial  evidence.  In 
the  case  of  WUlapoint  Oysters,  Inc.  v.  Ewing,  174  F  2d 
676,  691  (CCA  9th  1949)  cert,  denied  338  U.  S.  ^60 
(1949),  the  court  stated  that  Administrative  Procedure 
Act  does  not  forbid  litigation  of  probative  hearsay,  but 
findings  cannot  be  based  on  hearsay  alone.  And,  in  the 
case  of  Ex  Parte  Bridges,  49  F.  Supp.  292,  306  (DC  ND 
Calif  1943),  the  court  stated  order  based  solely  on  hear¬ 
say  evidence  is  invalid  for  lack  of  substantial  evidence. 
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On  this  point  alone,  respondent’s  decision  in  the  Parks 
Investigation  Case  must  fall.  Uncorroborated  hearsay- 
evidence  was  the  sole  basis  for  the  factual  determination 
that  Ozark  Airlines  was  financially  fit  to  operate  the  air 
routes  for  which  it  was  designated. 

U.  THE  CIVIL  AERONAUTICS  BOARD  ERRED  IN 
ITS  SELECTION  OF  SOUTHERN  AIRWAYS,  INC., 
IN  THE  REOPENED  MISSISSIPPI  VALLEY  CASE. 

A.  The  Finding  That  the  Needed  Air  Routes  Must  Be 
Appended  to  An  Existing  System  Was  Unjustified. 

l.  Additional  Route  Segments  Should  Have  Been  Cer¬ 
tificated. 

In  its  decision  in  the  Reopened  Mississippi  Valley 
Case ,  the  Civil  Aeronautics  Board  saw  fit  to  correct  the 
air  transportation  deficiencies  of  Mississippi  while  leaving 
those  of  Louisiana  untouched.  The  Board  acted  arbit¬ 
rarily  in  certificating  certain  route  segments  which  were 
not  as  economically  strong  as  other  segments  over  which 
it  refused  to  designate  air  services. 

The  reasons  used  by  the  Board  (Joint  Appendix  718- 
19)  for  support  of  the  certification  of  the  Mobile- Jackson 
segment  are  even  more  persuasive  to  the  certification  of 
the  Lake  Charles-Monroe  segment.  There  is  no  direct 
air  service  between  the  cities  involved  and  the  surface 
transportation  is  grossly  inadequate.  There  would  be  no 
adverse  effect  on  existing  air  carriers  in  the  event  either 
of  the  two  segments  were  certificated.  There  is,  however, 
one  very  significant  difference.  The  traffic  potential  of 
the  Mobile- Jackson  segment  is  significantly  less  than  the 
Lake  Charles-Monroe  segment.  In  concluding  that  the 
historic  traffic  between  Lake  Charles,  Alexandria  and 
Monroe  did  not  reflect  a  strong  need  for  service,  the 
Board  relied  upon  the  records  of  Continental  Southern 
Lines  showing  traffic  movements  during  a  one  week  period 
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in  a  recent  year.  The  Board  failed,  however,  to  compare 
the  bus  passenger  traffic  for  comparable  periods  over  the 
Monroe-Lake  Charles  route  (total  584  passengers  in  both 
directions)  with  the  bus  passenger  traffic  between  Jack- 
son  and  Mobile  (a  total  of  432  passengers  in  both  direc¬ 
tions).  What  evidence  there  is  in  the  record  indicates 
that  the  diagonal  route  in  Louisiana  between  Monroe  and 
Lake  Charles  will  generate  more  traffic  than  the  diagonal 
route  in  Mississippi  between  Jackson  and  Mobile.  If  the 
Board  could  justify  this  Mississippi  route  segment,  it  was 
not  justified  in  denying  similar  service  for  the  statp  of 
Louisiana. 

The  Board  certificated  a  route  segment  between  fc)o- 
lumbus  and  Jackson,  a  distance  of  some  133  miles  be¬ 
cause  the  new  route  would  not  duplicate  any  existing  car¬ 
rier  and  would  provide  direct  service  between  Columbus 
and  Jackson.  At  the  same  time,  it  refused  to  certificate 
a  route  segment  between  Lake  Charles  and  Shreveport, 
a  distance  of  approximately  140  miles,  because  it  fopnd 
the  latter  route  not  required  by  the  public  convenience 
and  necessity.  Continental  Southern  Lines  provides  pus 
service  over  each  of  these  two  segments  to  which  air  seirv- 
ice  has  been  considered  and  it  has  been  the  experience 
of  this  bus  company  that  the  route  segment  in  Louisiana 
is  substantially  stronger  than  the  one  in  Mississippi. 
During  comparable  one  week  survey  periods  there  w^re 
61  bus  passengers  between  Columbus  and  Jackson  amd 
221  bus  passengers  between  Lake  Charles  and  Shreve¬ 
port.  This  is  substantially  the  only  evidence  of  record  in¬ 
dicating  the  economic  potential  of  these  two  segments  and 
it  would  appear  perfectly  obvious  that  the  Louisiana  seg¬ 
ment  would  deserve  service  if  the  Columbus-Jackson  seg¬ 
ment  was  found  to  be  required.  The  Board’s  action  in 
denying  service  to  these  important  Louisiana  cities  is  hn 
abuse  of  its  discretion  and  arbitrarily  and  capriciously 
denies  a  service  which  is  required  by  the  public  cop- 
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venience  and  necessity;  it  would  seem  that  the  Board 
almost  deliberately  tried  to  create  a  route  system  too 
small  to  be  operated  by  an  independent  carrier. 

2.  Even  Without  Additional  Route  Mileage  the  Route 
Pattern  Certificated  hy  the  Civil  Aeronautics  Board  Is 
Large  Enough  to  Support  an  Independent  Feeder  Carrier. 

The  Board  concluded  (Joint  Appendix  p.  724)  that  the 
routes  recommended  by  it  (which  constitute  a  system  of 
approximately  800  miles)  could  be  justified  only  as  an 
extension  of  some  existing  air  transportation  system  and 
would  not  be  large  enough  to  support  an  independent 
carrier. 


This  route  mileage  should 
certain  other  feeder  airlines : 

Carrier 
Wiggins 
West  Coast 
Empire 
Bonanza 
Lake  Central 


be  compared  with  that  of 

Route  Mileage 

663 
885 
754 

664 
661 


Three  reasons  for  the  Board’s  conclusion  were  given: 
nature  of  terrain  to  be  served,  reasonable  expectation  of 
traffic,  and  the  length  of  the  routes  established.  (Joint 
Appendix  p.  724) 

In  the  selection  of  Florida  Airlines  ( The  Florida  Case, 
6  CAB  765  (1946)),  Turner  Airlines  ( Great  Lakes  Area 
Case ,  8  CAB  360  (1947)),  ( New  England  Case,  7  CAB 
27  (1946)),  the  Board  made  absolutely  no  mention  of  the 
terrain  of  the  area  to  be  served  or  its  relationship  to  the 
relatively  small  route  pattern  established  in  these  cases. 
Moreover,  it  is  quite  obvious  that  the  area  served  by 
each  of  these  three  carriers  is  not  significantly  different 
from  the  area  to  receive  service  in  the  lower  Mississippi 
Valley  region. 
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In  the  West  Coast  Case,  6  CAB  961  (1946),  the  Board 
selected  West  Coast  and  Empire  Airlines  to  provide  cer¬ 
tain  feeder  air  service  and  did  refer  to  the  rough  ter¬ 
rain  insofar  as  such  terrain  resulted  in  inadequate  sur¬ 
face  transportation  facilities.  Both  West  Coast  and  Em¬ 
pire  have  route  systems  similar  in  size  to  the  system 
designated  in  this  case.  The  record  is,  however,  replete 
with  evidence  that  the  surface  transportation  facilities 
in  the  Mississippi  Valley  area  are  woefully  inadequate. 
The  Mississippi  River  has  been  a  great  barrier  to  tie 
development  of  adequate  surface  transportation  and  tie 
poor  rail  service  throughout  this  region  is  a  matter  bf 
common  knowledge.  The  need  for  a  feeder  air  service  is 
as  great  in  the  Mississippi  Valley  area  as  it  is  in  any 
region  in  the  entire  country  irrespective  of  the  terrain 
and  the  assertion  by  the  Board  that  this  is  not  the  case 
is  contrary  to  the  weight  of  the  evidence. 

A  second  consideration  used  by  the  Board  in  determin¬ 
ing  that  the  routes  herein  selected  could  not  adequately 
be  operated  by  an  independent  carrier  was  the  assump¬ 
tion  that  the  economic  characteristics  of  the  stations  to 
be  served  and  consequently  the  traffic  potential  was  less 
in  this  area  than  in  other  regions  of  the  country.  Jm 
examination  of  the  record  will  reveal,  however,  that  this 
is  simply  not  the  case  and  that  the  Board  was  in  error 
in  reaching  such  a  conclusion. 
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Table  I 

COMPARISON  OF  ECONOMIC  CHARACTERISTICS  OF 
SELECTED  FEEDER  ROUTES  SYSTEMS 

Economic  Characteristics — Average  Per  Station  Served 

mo 


Carrier 

Route 

Miles 

mo 

Popu¬ 

lation 

mo 

Postal 

Receipts 

19S9 

Retail 

Sales 

(000) 

Individual 

Income 

Tax 

Returns 

Mississippi 
Valley  Routes 

800 

91,000 

810,444,000 

$434,500 

182,000 

Wiggins 

633 

121,485 

2,241,350 

126,450 

51,000 

West  Coast 

885 

47,825 

379,981 

36,133 

12,889 

Empire 

754 

18,644 

207,100 

15,871 

4,033 

Bonanza 

664 

11,713 

144,340 

10,408 

3,073 

Source :  Economic 

Characteristics  of  Urban  Points 

Not  Cer- 

tificated  for  Air  Service  as  of  April  1,  1945,  CAB. 
Characteristics  of  Domestic  Airline  Stations,  CAB 
1945  Appendix  C,  Brief  to  the  Board  of  Continental 
Southern  Lines,  Inc. 

The  above  table  emphatically  demonstrates  that  the  eco¬ 
nomic  characteristics  of  the  route  proposed  are  substan¬ 
tially  better  than  the  economic  characteristics  of  the 
routes  of  other  feeder  carriers  of  comparable  size.  The 
Board’s  conclusion  that  the  expectation  of  traffic  potential 
will  not  justify  the  creation  of  an  independent  feeder 
carrier  is  at  variance  with  these  facts  of  record. 

3.  If  the  Board  Erred  in  Denying  Continental  South¬ 
ern’s  Application  in  the  Parks  Investigation  Case ,  the 
Finding  That  the  Proposed  Routes  Could  Not  Be 
Awarded  to  Continental  Southern  Lines  Is  Erroneous. 

The  Board  concludes  that  the  services  found  required 
could  only  be  justified  as  an  extension  of  some  existing 
air  transportation  system  previously  established  by  the 
Board  (Joint  Appendix  p.  724).  Since  Continental  Sys¬ 
tem  held  no  air  franchises  at  the  time  of  the  decision  in 
this  proceeding,  its  application  was  summarily  denied. 
If,  however,  the  Board  had  not  erred  as  herein  alleged 
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in  its  decision  in  the  Parks  Investigation  Case,  Continen¬ 
tal  Southern  Lines,  Inc.  would  have  held  a  certificate  to 
engage  in  air  transportation  of  persons,  property  $nd 
mail,  at  the  time  when  the  Board  reached  its  decision  in 
the  Reopened  Mississippi  Valley  Case.  Accordingly]  if 
there  was  prejudicial  error  committed  in  the  Parks  c^se, 
such  error  makes  it  imperative  that  the  Board’s  decision 
in  the  Reopened  Mississippi  Valley  Case  be  reman4ed. 

B.  The  Finding  That  Southern  Airways,  Inc.,  Was 
Financially  Fit  Is  Not  Supported  by  Substantial  Evidence. 

1.  The  Board  Recognized  That  Southern  Airways 
Made  No  Showing  of  Present  Financial  Fitness. 

In  its  decision,  the  Board  states  in  part  as  follows: 
(Joint  Appendix  p.  729) 

“As  of  March  31,  1950,  Southern’s  financial  posi¬ 
tion  .  .  .  indicates  that  the  carrier  does  not  now  pos¬ 
sess  the  necessary  capital  to  inaugurate  service  over 
the  routes.” 

Before  a  certificate  can  be  issued  to  an  applicant  such 
applicant  must  satisfy  the  Board  that  it  has  adequate 
capital  or  is  in  a  position  to  raise  capital  economically. 
Additional  Service  to  Latin  American,  6  CAB  857,  399 
(1946).  This  means  that  while  the  applicant  need  not 
have  the  money  in  hand  at  the  time  of  the  decision,  it 
must  prove  by  substantial  evidence  that  it  can  economi¬ 
cally  raise  adequate  capital;  Southern  Aairways  failed 
to  do  this. 

2.  Southern  Airways  Plans  for  Equity  Financing 
Were  Insufficient  to  Justify  a  Finding  of  F'uancial  Fit¬ 
ness. 

a.  The  plans  for  financing  were  vague  and  indefinite. 

On  direct  examination  Mr.  Louis  J.  Kraus,  repre¬ 
sentative  of  Marx  &  Co.,  an  underwriting  firm,  gave  the 
following  testimony : 
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Question  (Mr.  Beasley):  “If  the  Board  should 
grant  Southern  all  or  a  part  of  the  routes  for  which 
it  has  aplied  here,  in  your  opinion,  would  your  firm 
be  interested  in  financing  Southern’s  equity  through 
a  sale  of  securities  at  that  time? 

Answer  (Mr.  Kraus):  “We  would  certainly  have  a 
continuing  interest  in  the  company  if  he  underwrote 
its  initial  capital  requirements  and  as  a  going  con¬ 
cern,  I  think,  assuming  that  the  Board  grants  South¬ 
ern  additional  routes  we  would  be  very  much  in¬ 
terested  in  new  financing  or  other  financing.”  (Joint 
Appendix  pp.  456-7) 

On  direct  examination  of  Mr.  Frank  Hulse,  President 
of  Southern  Airways,  Inc.,  this  additional  testimony  was 
given: 

Question  (Mr.  Beasley) :  “Mr.  Hulse,  would  you  tell 
us  what  your  plans  are  in  regard  to  financing  the 
routes  that  we  have  here,  in  the  event  that  they  are 
awarded  to  your  company?” 

Answer  (Mr.  Hulse):  “In  the  event  that  we  are 
successful  in  this  proceeding,  we  expect  to  sell  an 
additional  $300,000  of  stock  to  activate  the  Mississippi 
Valley  routes.” 

Question  (Mr.  Beasley):  “Should  additional  financ¬ 
ing  be  necessary,  would  you  undertake  to  raise  more 
money  through  equity  financing?” 

Answer  (Mr.  Hulse):  “Yes,  we  would.”  (Joint 
Appendix  p.  465) 

Southern  Airways  has  failed  to  offer  any  evidence  of 
the  basic  facts.  The  testimony  of  its  witnesses  is  more 
accurately  described  as  a  statement  of  intention  rather 
than  evidence  of  a  fact.  In  similar  circumstances  the 
Civil  Aeronautics  Board  has  repeatedly  found  applicants 
to  be  financially  unqualified.  In  Trans-Southern  Airlines, 
Inc.  et  al.  Certificate  of  Public  Convenience  and  Necessity, 
2  CAB  250  (1940)  an  application  was  denied  because 
applicant’s  plans  were  vague  and  “so  completely  unsup¬ 
ported  by  evidence  .  .  .  that  we  are  unable  to  find  ap¬ 
plicant  presently  fit,  willing  and  able  to  render  service 

if 
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JLn  the  North  Central  Case,  7  CAB  639  (1946),  the 
Board  disposed  of  an  application  of  Hannaford  saying, 

“Hannaford  estimated  that  approximately  $500,000 
would  be  needed  for  capital  expenditures  to  inaugu¬ 
rate  its  proposed  service,  but  submitted  no  evidence 
as  to  its  ability  to  raise  this  sum  except  a  state¬ 
ment  of  its  president  that  a  banker  and  two  members 
of  the  New  York  Stock  Exchange,  whose  names  he 
refused  to  disclose,  had  orally  agreed  to  see  tha|t 
the  company’s  financial  needs  were  taken  care  of  ill 
the  event  a  certificate  was  obtained.  Hannaford  hap 
failed  to  show  sufficient  experience,  ability,  or  finan¬ 
cial  resources  to  operate  a  commercial  airline  and  we 
therefore  find  that  Hannaford  is  not  fit,  willing,  or 
able  to  operate  any  of  the  routes  approved  herein. ’I’ 

On  similar  facts  in  the  Southeastern  States  Case,  7 
CAB  863  (1947),  the  Board  found  that  the  applicant  had 
not  proved  its  financial  fitness  and  said: 

“South  East  Airlines,  Inc.  ...  to  prove  its  financial 
ability  .  .  .  relied  upon  the  testimony  of  Frank 
Vincent,  an  official  of  the  Citizens  and  Souther: 
National  Bank  of  Spartanburg.  The  testimony  o 
Mr.  Vincent  shows  that  there  is  no  binding  contract 
or  written  obligation  on  his  part  to  finance  Sout 
East’s  proposed  operations.  The  absence  of  a  definit 
showing  as  to  financial  support  for  the  propose 
service  .  .  .  leads  us  to  the  conclusion  that  this  coml 
pany  has  failed  to  show  its  ‘fitness,  willingness  and 
ability.’  ”  (p.  900) 

The  facts  of  the  instant  case  cannot  be  distinguished 
from  the  three  CAB  decisions  noted  immediately  above. 
Marx  &  Co.  clearly  had  no  contract  at  all  with  Southern 
Airways  relative  to  the  sale  of  stock  to  finance  the  air 
routes  certificated  in  the  Mississippi  Valley  area.  Wi 
have  in  the  record  only  a  statement  that  the  Presidem 
of  Southern  Airways  “intends”  to  secure  necessary  capi 
tal  by  means  of  equity  financing  and  that  an  investmeni 
banking  house  “might  be  interested”  in  undertaking  td 
float  such  a  stock  issue.  There  was  no  evidence  as  to  the 
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feasibility  of  this  plan  or  even  that  it  had  been  seriously 
discussed.  The  conclusion  therefore  follows  that  the  evi¬ 
dence  of  record  will  not  support  the  finding  of  Southern 
Airways  is  financially  fit  to  operate  the  proposed  route; 
without  such  a  finding  the  Board  is  without  authority  to 
grant  Southern  Airways  a  certificate  of  public  conveni¬ 
ence  and  necessity. 

b.  Southern  Airways  Plans  for  Equity  Financing, 
Even  If  Successful,  Were  Inadequate  to  Demonstrate 
Financial  Fitness. 

In  its  decision  in  the  Reopened  Mississippi  Valley  Case, 
(Joint  Appendix  p.  729)  the  C.  A.  B.  estimates  that  the 
proposed  operation  will  require  a  capital  investment  of 
approximately  $300,000.  This  determination  was  made 
without  any  examination  of  the  evidence  submitted  in  this 
proceeding  and  indeed  without  any  examination  of  the 
experience  of  the  existing  feeder  airlines.  In  the  Exam¬ 
iner’s  Report,  which  is  incorporated  by  reference  in  the 
decision  in  the  Parks  Investigation  Case ,  the  following 
pertinent  observations  are  made: 

* 1  It  would  be  much  safer  from  the  standpoint  of  prob¬ 
able  success  in  attaining  a  speedy  inauguration  of 
service,  if  the  Board  would  assume  that  capital  re¬ 
quirements  with  respect  to  the  proposed  operations 
will  be  along  line  similar  to  those  experienced  in  the 
past  by  the  feeder  airlines  using  DC-3  aircraft  .  .  . 
(based  on  the  experience  of  Pioneer  of  $482  per 
route  mile,  and  of  Monarch  for  $543  per  route  mile).” 
(Joint  Appendix  p.  305) 

As  of  December,  1948  these  two  carriers  had  the  low¬ 
est  level  of  investment  per  route  mile  among  all  the 
feeder  airlines.  On  the  basis  of  this  experience,  one 
would  expect  that  it  would  cost  approximately  $400,000 
to  activate  an  air  route  system  of  800  miles  such  as  was 
certificated  in  the  Reopened  Mississippi  Valley  Case. 
This  capital  investment  is  33%  greater  than  that  which 
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the  Board  assumed  would  be  required.  It  would  seem 
that  the  Board  had  understated  the  capital  requirements 
in  order  to  facilitate  a  finding  that  Southern  was  finan¬ 
cially  fit. 

Apart  from  this  determination,  however,  Southern 
failed  to  demonstrate  adequate  capital  resources.  At  the 
time  the  record  was  closed  in  this  case,  Southern’s  c[ixr- 
rent  liabilities  exceeded  its  current  assets  by  $215,000  ^.nd 
the  deficit  in  its  capital  account  amounted  to  $272,000. 
(Joint  Appendix  pp.  529-30)  Southern  Airways  needed 
more  than  $300,000  to  put  its  existing  routes  on  a  finjan- 
cially  sound  basis.  Even  if  Southern  had  been  able  to 
sell  all  the  stock  which  it  proposed  to  offer,  it  would  ^iot 
have  raised  enough  money  to  permit  the  route  expansion 
contemplated  by  its  application  in  this  case.  Almost  all 
the  money  that  would  have  been  netted  to  Southern  wohld 
have  been  needed  to  pay  the  carriers  current  creditors. 

III.  THE  CIVIL  AERONAUTICS  BOARD  ERRED  IN 
DENYING  THE  APPLICATIONS  OF  CONTINEN¬ 
TAL  SOUTHERN  LINES,  INC.  IN  BOTH  THE  RE¬ 
OPENED  MISSISSIPPI  VALLEY  CASE  AND  THE 
PARKS  INVESTIGATION  CASE. 

A.  Introduction. 

1.  The  Applications  of  Continental  Southern  Lines, 
Inc.  Were  Denied  in  Both  the  Reopened  Mississippi  Val¬ 
ley  and  the  Parks  Investigation  Cases  for  Substantially 
the  Same  Reasons. 

In  its  decision  in  the  Parks  Investigation  case,  the 
Board  presented  detailed  statements  concerning  its  i(n- 
derstanding  of  the  Section  408  problems  incident  to  Peti¬ 
tioner’s  application.  This  analysis  was  not  repeated  in 
the  Reopened  Mississippi  Valley  case  which  was  issued 
shortly  thereafter.  The  Board  incorporated  by  reference 
its  earlier  opinion  when  it  made  the  following  statement: 
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“In  our  opinion  in  the  Parks  Investigation  Case  we 
discussed  at  some  length  the  legal  questions  arising 
under  the  Act  as  a  result  of  Continental  Southern’s 
position  as  a  surface  carrier  engaged  in  bus  opera¬ 
tions  and  its  control  by  the  Transcontinental  Bus 
System — a  holding  and  operating  company  in  the 
same  field.  What  was  said  there  is  equally  applicable 
here.”  (Joint  Appendix  p.  725) 

Accordingly,  Petitioner’s  analysis  of  the  legal  reasons 
which  were  made  the  basis  for  the  denial  of  its  applica¬ 
tion  will  be  based  almost  exclusively  upon  an  appraisal 
of  respondent’s  decision  in  the  Parks  Investigation  Case. 
This  is  done  with  the  understanding  that  what  is  said 
there  is  equally  applicable  in  the  Reopened  Mississippi 
Valley  Case. 

2.  Restrictions  Govei'ning  Surface  Carrier  Participa¬ 
tion  In  Aviation  Have  Been  Sharply  Modified  m  Recent 
Years. 

Surface  carrier  participation  in  air  transportation  has 
until  recently  been  governed  by  the  Board’s  decision  in 
the  American  Export  Lines,  Control — American  Export 
Airlines,  3  CAB  619  (1942),  rehearing  4  CAB  104  (1943), 
which  held  that  a  surface  carrier  applying  for  air  routes 
directly  or  indirectly  must  satisfy  the  two  requirements 
of  the  second  proviso  of  section  408  (b),  namely:  (1) 
that  the  proposal  must  promote  the  public  interest  by 
being  auxiliary  and  supplemental  to  the  surface  opera¬ 
tion;  and  (2)  that  it  not  restrain  competition.  The 
Board,  however,  recently  responded  to  a  petition  to  re¬ 
examine  its  interpretation  of  the  legal  effect  of  section 
408  on  section  401  applications,  and  this  reappraisal  re¬ 
sulted  in  a  substantial  revision  of  the  earlier  interpreta¬ 
tion  and  the  creation  of  new  standards  for  the  partici¬ 
pation  of  surface  carriers  in  aviation. 

The  issue  of  statutory  construction  is  raised  by  the 
“second  proviso”  of  Section  408  (b)  of  the  Act,  govern- 
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ing  the  adjudication  of  applications  for  approval  of  acqvji- 
sitions  of  control  of  air  carriers  and  other  specified  trans¬ 
actions.  This  proviso  prohibits  the  Board’s  approving 
such  transactions  as  might  otherwise  meet  the  conditions 
of  Section  408  (b)  if  the  applicant  for  aproval  is  “a  car¬ 
rier  other  than  an  air  carrier,”  unless  the  Board  finds 
“(1)  that  the  transaction  proposed  will  promote  the  pub¬ 
lic  interest  by  enabling  such  carrier  other  than  an  air 
carrier  to  use  aircraft  to  public  advantage  in  its  opera¬ 
tion  and  (2)  will  not  restrain  competition.” 

Applications,  whether  by  surface  carriers  or  others, 
for  the  issuance  of  certificates  of  public  convenience  aid 
necessity  are  governed  by  section  401  of  the  Act.  This 
section  does  not  contain  the  restrictive  language  quoted 
above  from  the  proviso  of  section  408,  but  provides  simply 
that  the  certificate  sought  shall  be  issued  if  the  Boaifd 
finds  the  applicant  to  be  fit,  willing  and  able,  and  that 
the  routes  proposed  are  required  by  the  public  con¬ 
venience  and  necessity.  The  main  factors  which  tbe 
Board  is  directed  to  consider  in  determining  “publfc 
convenience  and  necessity”,  the  test  for  adjudication 
under  section  401  applications,  are  set  forth  in  the  decla¬ 
ration  of  policy  incorporated  in  section  2  of  the  Act. 
The  fact  that  the  restrictive  language  of  the  secopd 
proviso  of  section  408  (b)  has  not  been  incorporated  i|n 
section  401  raises  the  question  whether  a  surface  carrier 
when  it  undertakes  to  engage  in  air  transportation  di¬ 
rectly,  as  distinguished  from  the  case  in  which  it  under¬ 
takes  by  acquisition  to  engage  in  air  transportation,  must 
satisfy  the  requirements  of  section  408  (b).  On  this  ques¬ 
tion  the  Board  in  American  President  JAnes ,  Ltd.,  et  ai., 
Petition,  7  CAB  799  (1947),  declared: 

“  After  further  study  of  the  legal  question  here  pre¬ 
sented  we  no  longer  hold  that  such  compliance  can  t|e 
considered  a  legal  condition  to  the  grant  of  a  certifi¬ 
cate  of  public  convenience  and  necessity  to  a  surface 
carrier.  We  reach  this  conclusion  in  view  of  the 
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fact  that  the  language  of  the  proviso  which  prescribes 
compliance  with  it  as  a  legal  condition  to  obtaining 
Board  approval  of  the  acquisition  by  its  terms  re¬ 
lates  to  transactions  made  unlawful  by  section  408  (a). 
Had  Congress  intended  to  exact  compliance  with  the 
proviso  as  a  legal  condition  to  the  granting  of  a  cer¬ 
tificate  of  public  convenience  and  necessity  to  a  sur¬ 
face  carrier  applicant  it  is  reasonable  to  suppose 
that  it  would  have  incorporated  such  a  legal  condi¬ 
tion  either  in  section  401  or  section  2  of  the  Act. 
It  has  not  done  so.,,  (pp.  801-2) 

This  conclusion  is  in  accord  with  the  earlier  decision 
of  the  Second  Circuit  Court  of  Appeals  in  Pan  American 
Airways  Co.  v.  Civil  Aeronautics  Board  et  ad.,  121  F.  2d 
810  (CCA  2nd  1941) : 

“The  foregoing  would  seem  to  indicate  that  the 
issuance  of  the  certificates  to  Export  was  not  de¬ 
pendent  upon  conformity  with  Section  408  (b)  .  .  .” 

(p.  816) 

And  it  was  reaffirmed  in  the  Great  Lakes  Area  Case,  8 
CAB  360  (1947),  where  the  Board  said: 

“In  the  American  President  Lines  case,  which  was 
decided  subsequent  to  the  hearing  and  oral  argu¬ 
ment  in  this  case,  we  held  that  the  compliance  with 
the  second  proviso  of  section  408  (b)  of  the  Act 
could  no  longer  be  considered  a  legal  condition  to 
the  grant  of  a  certificate  of  public  convenience  and 
necessity  to  such  carrier.” 

To  the  extent  that  American  Export  Airlines,  Inc., — 
American  Export  Lines — Control — American  Export  Air¬ 
lines,  3  CAB  619  (1942),  4  CAB  104  (1943) ;  Investigation 
of  Local,  Feeder,  and  Pickup  Air  Service,  6  CAB  1 
(1944) ;  and  Additional  Service  to  Latin  America,  6  CAB 
857  (1946),  are  inconsistent  with  the  American  President 
Lines  Case ,  they  must  be  considered  overruled. 
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3.  The  Civil  Aeronautics  Board’s  Treatment  of  Sur¬ 
face  Carriers  Has  Been  Criticized  by  Congress  Itself. 

The  Civil  Aeronautics  Board  has  never  refused  to  cer¬ 
tificate  a  surface  carrier  on  the  grounds  that  the  tests 
of  section  408  (b)  have  not  been  met.  Nevertheless  it 
has  denied  such  carriers ’  applications  in  every  case  pre¬ 
sented.  In  some  cases  the  applications  were  denied  be¬ 
cause  the  routes  proposed  were  not  required  by  the  public 
convenience  and  necessity.  In  other  cases  the  applications 
■were  denied  because  other  applicants  were  found  to  be 
more  fit,  willing  and  able  to  perform  the  air  service 
needed.  And  finally,  in  the  two  cases  now  before  this 
Court,  the  applications  of  a  surface  carrier  were  denied 
because  delays  would  be  necessary  in  order  to  determine 
whether  or  not  the  requirements  of  Section  408  (b)  had 
been  satisfied.  Without  exception,  the  Board  has  refused 
to  come  to  grips  with  the  statutory  conditions  covering 
participation  of  surface  carriers  in  aviation;  it  has,  never¬ 
theless,  effectively  denied  all  surface  carriers  from  the 
right  to  fly.  The  Civil  Aeronautic’s  Board’s  actions  in 
this  regard  have  been  subject  to  considerable  criticism. 

The  then  chairman  of  the  Civil  Aeronautics  Board  de¬ 
scribed  respondent’s  interpretation  of  Section  408  of  the 
Civil  Aeronautics  Act  of  1938,  as  amended  (52  Stat.  1001, 
49  U.  S.  C.  488)  as  “a  story  of  cumulative  error”.  Amer¬ 
ican  President  Lines,  et  al.  Petition,  7  CAB  799  (1947). 
No  section  of  the  Civil  Aeronautics  Act  has  been  the  sub¬ 
ject  of  greater  controversy  than  the  provisions  relating 
to  the  participation  of  surface  carriers  in  aviation.  The 
interpretations  of  the  Board  are  a  maze  of  incongruities 
constituting  a  pattern  of  perplexities  and  confusion 
which  only  the  judicial  process  can  correct.  The  Board 
will  continue  to  perpetuate  its  errors  unless  it  is  judi¬ 
cially  compelled  to  correct  them.  Probably  no  stronger 
evidence  of  respondent’s  misinterpretation  of  Section  408 
can  be  found  than  in  the  Interim  Report  of  the  Com- 
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mittee  on  Merchant  Marine  and  Fisheries  (78th  Congress, 
2nd  Session,  HE  Report  No.  1944,  Nov.  27,  1944)  relative 
to  the  history  of  the  Civil  Aeronautics  Act.  This  report 
stated  in  part  as  follows : 

“We  were  deceived.  The  Civil  Aeronautics  Act 
has  been  interpreted  by  the  CAB  as  rigidly  limiting 
the  right  of  Steamship  companies  to  engage  in  avia¬ 
ton  and,  as  a  part  of  the  Congress,  we  have  been 
grossly  misrepresented  to  have  established  a  policy 
which  is  furthest  from  our  thoughts  and  intentions; 
to  illustrate:  .  .  .  the  Board  has  held,  with  respect 
to  the  last  proviso  of  Section  408  (b)  that  ‘this  pro¬ 
viso  is  extremely  restrictive  and  only  limited  air 
transport  services  which  are  auxiliary  and  supple¬ 
mental  to  other  transport  operations  and  which  are 
therefore  incidental  thereto  can  meet  the  restrictions 
laid  down  by  that  proviso.  Surface  carriers  are  not 
precluded  from  participation  in  air  transportation’. 

“In  view  of  its  previous  and  oft  repeated  dicta  we 
are  constrained  to  interpret  the  last  sentence  as  the 
Board’s  declaration  of  faith  in  the  resurrection  of 
the  dead  rather  than  as  a  promise  to  the  relief  of 
the  living. 

“Your  committee  believes  that  the  Civil  Aeronau¬ 
tics  Board  is  sincere  in  its  decisions  but  it  has  erred 
in  its  interpretation  of  the  Civil  Aeronautics  Act  and 
with  respect  to  the  intent  or  policy  of  the  Congress. 
We  also  believe  that  the  CAB  has  unwittingly  fallen 
into  the  grievous  error  of  regarding  itself  as  the 
godfather  of  airlines — not  the  impartial  judge  be¬ 
tween  all  classes  of  applicants  for  certificate  of  con¬ 
venience  and  necessity.” 

4.  Importance  of  This  Decision. 

The  air  route  pattern  in  the  United  States  has,  with 
the  determination  of  the  Re-opened  Mississippi  Valley 
Case  and  the  Parks  Investigation  Case,  reached  its  ma¬ 
turity.  No  longer  is  there  room  for  a  new  company  to 
engage  in  aviation.  The  air  route  map  of  the  United 
States  is  complete.  Unless  the  Civil  Aeronautics  Board 
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is  ordered  by  this  Court  to  correct  its  errors  in  the  cases 
which  petitioner  seeks  to  have  reviewed,  an  important 
public  policy  will  have  been  established  by  administra¬ 
tive  fiat  against  the  expressed  wishes  of  Congress. 

B.  Contrary  to  the  Board’s  Decision,  Section  408  Does 
Not  Govern  Transcontinental’s  Control  of  Continental 
Southern  Lines,  Inc. 

Section  408(a)  of  the  Civil  Aeronautics  Act  provides 
that: 


“It  shall  be  unlawful,  unless  approved  by  order 
of  the  Authority  as  provided  in  this  section 

•  •  •  • 

“(5)  For  any  air  carrier  or  person  controlling 
an  air  carrier,  any  other  common  carrier,  or  any 
person  engaged  in  any  other  phase  of  aeronautics, 
to  acquire  control  of  any  air  carrier  in  any  manner 
whatsoever,” 

On  the  basis  of  this  underlying  statute,  the  Civil  Aero¬ 
nautics  Board  held,  at  page  14  of  its  opinion,  as  follows: 

“A  second  bus  company,  Transcontinental  Bus 
System,  Inc.,  has  acquired  control  of  Continental 
Southern,  and  is  in  fact,  one  of  Continental  South¬ 
ern’s  expected  sources  of  capital.  This  acquisition 
must  be  approved  by  the  Board  under  section  408 
of  the  Civil  Aeronautics  Act  in  the  event  Continental 

Southern  should  be  certificated  as  an  air  carrier 
herein.  The  necessity  for  such  approval  has  been 
recognized  by  the  parties  who  filed  an  application  for 
approval  after  the  hearing  in  this  proceeding.” 
(Joint  Appendix  p.  248) 

This  determination  is  predicated  necessarily  upon  the 
assumption  that  Continental  Southern  Lines,  Inc.,  as  an 
applicant,  must  be  considered  for  the  purposes  of  section 
408  an  “air  carrier”.  Such  interpretation  is  essential 
in  order  that  the  relationship  between  the  two  bus  com¬ 
panies  be  considered  within  the  purview  of  section  408 
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(a)  (5).  This  statute  was  interpreted  in  this  manner  by 
the  Court  in  the  case  of  Pan  American  Airways  Co.  v. 
Civil  Aeronautics  Board  et  al.,  121  F.  2d  810  (CCA  2d 
1941),  where  it  was  stated  as  follows: 

“Any  other  interpretation  would  enable  a  steam¬ 
ship  company  by  organizing  a  subsidiary  for  air 
carriage,  to  escape  the  requirements  of  section  408 
(b)  . .  .”  (p.  815) 

To  hold  that  an  applicant  for  an  air  route  is  an  air 
carrier  is  to  indulge  in  the  worst  sort  of  nonsense.  Sec¬ 
tion  1  (2)  of  the  Civil  Aeronautics  Act  defines  an  air 
carrier  as  “any  citizen  of  the  United  States  who  under¬ 
takes,  directly  or  indirectly,  or  by  lease  or  any  other  ar¬ 
rangement,  to  engage  in  air  transportation/ ’  Not  by  the 
wildest  stretch  of  the  imagination  is  it  possible  to  say 
that  a  company  seeking  authority  to  operate  an  air  route 
can  be  described  as  “ engaging  in  air  transportation”. 

In  the  case  of  United  States  v.  American  Railway  Ex¬ 
press  Company,  265  U.  S.  425,  68  L.  Ed.  1087  (1924)  the 
Supreme  Court,  speaking  through  Mr.  Justice  Brandeis, 
held  that  the  natural  meaning  of  the  term  “carrier”  was 
the  one  which  must  be  employed. 

In  the  case  of  Fleming  v.  Chicago  Cartage  Co.,  160  F. 
2d  992,  998  (CCA  7th  1947),  the  Court  held  as  follows: 

“Each  case  requiring  a  determination  whether  or 
not  common  carriage  exists,  when  brought  to  its  irre¬ 
ducible  minimum,  turns  finally  on  the  question  whether 
or  not  a  holding  out  to  the  public  is  generally  shown.” 

The  Interstate  Commerce  Commission  has  been  faced 
with  the  problem  of  defining  the  term  carrier  many  times 
and  it  has  never  indulged  in  the  ridiculous  fiction  seized 
upon  by  the  Civil  Aeronautics  Board.  In  the  case  of 
Zimmerman  Trucking  Service,  Inc.,  Contract  Carrier  Ap¬ 
plication,  43  MCC  33  (1943)  the  Commission  held  that 
status  as  a  carrier  must  be  determined  by  a  company’s 
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actual  past  conduct  and  by  such  secondary  tests  as  num¬ 
ber  commodities  transported,  character  of  its  physical 
operations,  and  its  use  of  regular  routes,  scheduled  serv¬ 
ice,  and  uniform  charges.  Schenley  Distillers  Corpora¬ 
tion ,  Contract  Carrier  Application ,  48  MCC  405  (1948) 
is  to  the  same  effect.  Not  only  does  the  decision  of  the 
Circuit  Court  of  Appeals  do  violence  to  common  sense 
but  it  is  totally  unnecessary  to  accomplish  the  result 
which  the  Court  considered  necessary  in  the  case  noted 
above. 

The  American  President  Lines  Ltd.,  et  al,  Petition,  7 
CAB  799  (1947),  did  much  to  clarify  the  standards  of 
surface  carrier  participation  in  aviation.  In  this  case, 
the  Board  noted  that  a  surface  carrier  applying  for  an 
air  route,  in  its  own  name  or  in  the  name  of  its  sul>- 
sidiary,  would  be  obligated  to  demonstrate  that  certifica¬ 
tion  was  in  the  public  interest.  And  in  determining 
“public  interest’ 7  the  Board  would  be  obligated  to  con¬ 
sider  every  relevant  feature  of  the  statute,  including  sec¬ 
tion  408.  In  other  words,  a  surface  carrier  applying 
directly  under  section  401  for  an  air  route  franchise  may 
still  be  subject  to  restrictions  indicated  in  section  403. 
The  reason  for  the  second  Circuit’s  decision  in  the  case 
of  Pan  American  Airways  Co.  v.  Civil  Aeronautics  Boa/rd, 
has  ceased  to  exist  with  a  clearer  understanding  of  sec¬ 
tion  408  provisions  discussed  in  the  American  President 
Lines  Case.  Accordingly,  the  fiction  of  holding  that  ^n 
applicant  for  an  air  route  is  the  equivalent  of  an  a: 
carrier  need  no  longer  be  tolerated. 

C.  Even  If  Sec.  408  Were  Otherwise  Applicable  It 
Could  Have  Been  Legitimately  Avoided  by  Approving  the 
Transfer  Application  Which  the  Board  Erroneously 
Failed  to  Consider. 

1.  The  transfer  proposed  would  not  have  evaded  re¬ 
strictions  against  surface  carrier  participation  m  aviation. 
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As  noted  earlier,  subsequent  to  the  hearing  in  the  Re¬ 
opened  Mississippi  Valley  Case ,  and  subsequent  to  the 
date  when  it  was  permissible  to  amend  applications,  in 
the  Parks  Investigation  Case,  Transcontinental  Bus  Sys¬ 
tem  acquired  all  the  capital  stock  of  Continental  Southern 
Lines,  Inc.,  petitioner.  At  that  time  there  arose  the  prob¬ 
lem  that  certification  might,  if  the  Board  followed  an 
interpretation  discussed  in  B.  above,  create  a  control  re¬ 
lationship  within  the  purview  of  sec.  408(a)(5).  If  the 
applications  in  these  cases  had  been  filed  in  the  name  of 
Transcontinental  Bus  System  instead  of  in  the  name  of 
its  wholly  owned  subsidiary  no  such  control  problem  would 
exist,  except  as  discussed  in  III-c-2.  In  order  to  avoid 
the  possibility  that  a  matter  of  form  would  produce  sub¬ 
stantive  results  Continental  Southern  Lines,  Inc.  and 
Transcontinental  Bus  System,  Inc.  filed  a  joint  application 
on  June  13,  1950  for  the  approval  of  the  transfer  of  cer- 
tificate(s)  from  the  former  to  the  latter. 

The  proposed  transfer  of  the  bare  certificate  of  public 
convenience  and  necessity  is  governed  by  Sec.  401  (i)  of 
the  Act,  which  provides  simply  that  the  transaction  must 
be  consistent  with  the  pubilc  interest.  Turner  Airlines, 
Inc. — Transfer  of  Certificate,  10  CAB  695  (1949) ;  Trans¬ 
fer  of  Woodley  Airways  Certificate  to  Pacific  Northern 
Airlines,  Inc.,  8  CAB  217  (1947) ;  United  Airlines,  Inc. — 
Western  Airlines,  Inc.,  Acquisition  of  Air  Carrier  Prop¬ 
erty,  8  CAB  298  (1947);  Thomas  E.  Gordon  d.  h.  a.  Or¬ 
lando  Airlines,  Transfer  of  Certificate,  7  CAB  429  (1946) ; 
Acquisition  of  Cordova  Air  Service  Inc.,  by  Alaskan  Air¬ 
lines,  Inc.,  4  CAB  708  (1944) ;  Acquisition  of  Mayflower 
Airlines,  Inc.  by  Northeast  Airlines,  Inc.,  4  CAB  680 
(1944). 

Naturally  in  making  the  determination  that  the  trans¬ 
fer  was  or  was  not  in  the  public  interest  the  Board  would 
have  been  justified,  if  not  obligated,  to  consider  the  fact 
that  the  transferee  was  a  surface  carrier — in  the  same 
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manner  that  the  Board  under  the  rule  of  the  American 
President  Linves  Case  is  bound  to  consider  such  fact  in  a 
Sec.  401(d)  application  for  a  new  route  certificate.  The 
question,  therefore,  of  whether  or  not  a  surface  carrier 
should  be  permitted  to  engage  in  air  transportation  would 
not  have  been  evaded  had  the  Board  entertained  petif 
tioner’s  application  for  the  transfer  of  certificate(s) 
which  it  might  receive. 

In  its  decision,  however,  the  Civil  Aeronautics  Board 
chose  to  be  blind  to  the  area  of  its  jurisdiction,  and  stated 
in  part  at  pages  16  and  17  as  follows: 

“Basically  what  the  applicants  are  thus  asking  us  to 
do  is  to  read  Sec.  408  out  of  the  Act  through  the 
device  of  a  transfer  under  Sec.  401  (i)  *  •  • 

“We  do  not  believe  that  it  would  be  consistent  with 
the  public  interest  for  us  to  attempt  to  avoid  this 
obligation  through  the  device  of  a  transfer  under  Sec. 
401  (i)  of  the  Act  ...  on  this  ground  alone  we  would 
not  entertain  such  proposal.”  (Joint  Appendix  pr 
250) 

2.  The  transfer  proposal  would  not  have  created ,  if 
approved,  a  new  control  relationship  subject  to  the  jurisl 
diction  of  the  Civil  Aeronautics  Board. 

If  petitioner  were  certificated  by  the  Civil  Aeronautics 
Board  and  such  certificate (s)  were  transferred  to  the 
parent  company,  Transcontinental  would  have  become 
an  air  carrier  under  the  meaning  of  the  Act.  As  such  ii; 
would  control  several  surface  carriers,  including  Conti¬ 
nental  Southern  Lines,  Inc.  In  other  words  there  would 
exist  the  situation  where  an  air  carrier  which  is  also  e 
surface  carrier  would  control  other  surface  carriers. 

Such  a  control  relationship  is  not  within  the  purview 
of  Sec.  408(a)(5)  which  covers  the  situation  where  ar 
air  and/or  surface  carrier  controls  an  air  carrier.  In 
order  for  this  section  to  be  made  applicable  it  would  be 
necessary  for  the  language  to  be  inverted.  Surprisingly 
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enough,  however,  this  was  actually  done  in  the  Air  Freight 
Forwarder  Case ,  9  CAB  473,  (1948)  where  the  Board 
held  that  “the  control  of  a  common  carrier  by  an  air 
carrier  is  not  in  substance  different  from  that  where  the 
surface  carrier  owns  the  air  carrier.’ ’  Such  outrageous 
interpretation  was  cited  with  approval  by  the  Civil  Aero¬ 
nautics  Board  when  it  held  in  the  Parks  Investigation 
Case  that  Sec.  408(a)(5)  vrould  be  applicable  if  Continen¬ 
tal  Southern  Lines,  Inc.,  -were  certificated  and  if  simul¬ 
taneously  its  certificate (s)  were  transferred  to  its  parent 
company,  Transcontinental  Bus  System.  From  this  er¬ 
roneous  legal  conclusion  the  Board  determined  that  the 
transfer  proposal  of  petitioner  would  not  eliminate  the 
Sec.  408  problem  and  the  delays  incident  thereto. 

The  Board’s  interpretation  of  Sec.  408(a)(5)  is  in 
error  first  because  it  attempts  to  say  that  the  language 
of  the  statute  covers  exactly  the  opposite  situation  from 
that  which  the  words  plainly  indicate.  Secondly,  the 
Board’s  interpretation  is  in  error  because  it  is  made  in 
total  disregard  of  the  legislative  history  of  Sec.  408.  The 
purpose  of  Sec.  408  was  to  guard  air  carriers  from  pos¬ 
sible  domination  by  surface  carriers.  There  is  no  indica¬ 
tion  in  the  entire  legislative  historv  of  this  statute  which 
even  remotely  suggests  that  Congress  feared  the  domina¬ 
tion  of  surface  carriers  by  air  carriers  or  that  Congress 
intended  that  its  statute  should  govern  such  a  control 
relationship.  The  Civil  Aeronautics  Board  is  without 
authority  to  expand  its  jurisdiction  by  making  such  an 
interpretation. 

Section  213(a)  of  the  Motor  Carrier  Act  of  1935  was 
the  model  from  which  Section  408(a)  of  the  Civil  Aero¬ 
nautics  Act  of  1938  was  copied.  Section  213  was  designed 
to  regulate  the  control  of  motor  carriers  by  rail  carriers, 
and  in  1940  it  was  amended  and  expanded  by  Act  of  Con¬ 
gress  to  regulate  “affiliations”  between  motor  and  rail 
carriers.  However,  during  the  period  1935  to  1940,  when 
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the  Motor  Carrier  Act  had  the  same  scope  of  the  Civil 
Aeronautics  Act,  the  language  was  never  inverted  so  as 
to  regulate  the  control  of  a  rail  carrier  by  a  motor  car¬ 
rier. 

The  perfect  analogy  in  the  ICC  field  is  where  a  rail 
carrier,  which  also  conducts  motor  carrier  operations, 
seeks  control  of  another  rail  carrier.  This  situation  arose 
many  times  between  1935  and  1940;  yet  not  in  one  in¬ 
stance  did  the  ICC  hold  that  the  acquisition  was  subject 
to  Section  213  of  the  Motor  Carrier  Act.  The  following 
cases  are  examples  of  this  situation : 

Union  Pacific  R.  Co.  Unification,  207  ICC  543  (1935) 

New  York  Central  Acquisition  of  Chicago  A.  <&  S.  R. 
Co.,  207  ICC  519  (1935) 

Genessee  Falls  Ry.  Co.  Control,  212  ICC  637  (1936) 

Laramie,  N.  P.  &  W.  R.  Co.  Control,  212  ICC  37 
(1935) 

Ogden  Mine  R.  Co.  Control,  217  ICC  401  (1936) 

Central  Vermont  Term.  Inc.  et  al.  Control,  etc.,  217 
ICC  357  (1936) 

Dexter  &  P.  R.  Co.  Control  217  ICC  527  (1936) 

Philadelphia,  B.  &  W.  R.  Co.  et  al.  Acquisition,  etc., 
217  ICC  612  (1936) 

Oregon  Short  Line  R.  Co.  et  al.  Acquisition,  etc.,  217 
ICC  135  (1936) 

Cleveland  <&  M.  V.  Ry.  Co.  Control,  236  ICC  184 
(1939) 

Southern  Ry.  Co.  Acquisition,  236  ICC  315  (1939) 

Even  if  it  were  held  that  Section  408(a)(5)  were  ap¬ 
plicable  to  the  control  of  a  surface  carrier  by  an  air  car¬ 
rier,  the  approval  of  such  relationship  would  not  be  gov¬ 
erned  by  the  second  proviso  of  subsection  (b),  but  rather 
by  the  first  proviso  which  adds  no  test  not  already  im¬ 
posed  by  section  401(d)  and  401  (i).  A  literal  reading  of 
the  second  proviso  of  subsection  (b)  will  reveal  the  utter 
futility  of  attempting  to  apply  that  proviso  to  the  situa¬ 
tion  where  an  air  carrier  controls  a  surface  carrier.  The 
first  proviso  of  subsection  (b)  merely  requires  that  the 
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control  relationship  not  restrain  competition  nor  jeopar¬ 
dize  existing  carriers.  Both  of  these  considerations  will 
have  been  thoroughly  examined  in  the  Section  401(d)  and 
401  (i)  proceedings.  Such  determinations  would  be  no 
cause  for  delays  or  uncertainties  in  any  subsequent  Sec¬ 
tion  408  proceeding. 

Even  if  the  second  proviso  w’ere  held  to  be  applicable, 
it  is  not  necessary  to  use  the  “auxiliary  and  supplemen¬ 
tal  test”  in  determining  the  approval  of  the  control  rela¬ 
tionships.  In  recent  cases  before  the  Interstate  Com¬ 
merce  Commission,  it  has  been  held  that  where  the  ac¬ 
quiring  carrier  is  smaller  than  the  one  that  it  seeks  to 
control  (thereby  eliminating  any  fear  of  domination  of 
the  latter  contrary  to  public  interest),  the  auxiliary  and 
suppplemental  test  is  not  applicable.  Cranberry  Carp. — 
Control  and  Merger,  ET  &  WNC  Motor  Transportation 
Co.,  38  MCC  113  (1942) ;  Red  Ball,  Inc. — Purchase  R.  R. — 
Wallace,  38  MCC  453  (1942). 

This  same  conclusion  was  reached  by  the  Supreme 
Court  in  the  recent  case  of  United  States  v.  The  Rock 
Island  Motor  Transport  Co.,  71  S.  Ct.  382,  95  L.  Ed.  351 
(1951)  wffiere  the  court  stated 

“We  think  that  at  the  time  of  issuance  of  the  cer¬ 
tificate,  if  the  Commission  reasonably  deems  a  re¬ 
striction  useful  in  protecting  competition,  or  for  other 
statutory  purposes,  the  Commission  may  require  the 
Railroad  affiliated  motor  carrier  to  perform  only 
those  services  that  are  auxiliary  and  supplemental 
to  the  rail  services.” 

It  would  tax  the  imagination  to  say  that  a  feeder  air¬ 
line,  operating  the  routes  for  which  Petitioner  has  ap¬ 
plied  in  both  cases,  w’ould  restrict  competition  by  its  con¬ 
trol  of  several  much  larger  bus  carriers.  This  being  the 
case,  it  would  be  unnecessary  for  the  restrictive  tests 
Section  408(b)  to  be  applied. 
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The  elimination  of  this  restrictive  test  for  the  same 
reason  in  the  instant  case  would  remove  from  any  section 
408  proceeding  any  just  cause  for  fearing  either  delays 
or  uncertainties  in  the  outcome  of  the  decision. 

The  problems  discussed  above  are  indeed  complex  and 
arise  only  because  of  the  Civil  Aeronautics  Board’s  mis¬ 
understanding  of  the  statute  it  seeks  to  apply.  In  order 
to  retain  authority  to  guard  closely  the  participation  of 
surface  carriers  in  aviation  the  Civil  Aeronautics  Board 
has  literally  inverted  the  language  of  Sec.  408(a)(5) 
which  in  turn  produces  a  maze  of  legal  difficulties  in  at¬ 
tempting  to  understand  the  technical  language  of  a  statute 
in  an  area  which  it  was  never  meant  to  govern.  All  of 
this  mumbo-jumbo  is  totally  unnecessary.  In  determining 
whether  or  not  certificates  of  public  convenience  and  nec¬ 
essity  should  be  issued  to  Continental  Southern  Lines, 
Inc.,  on  the  basis  of  its  Sec.  401(d)  application,  the  Board 
has  the  power  and  the  duty  to  consider  that  the  appli¬ 
cant  is  a  surface  carrier;  and  in  giving  weight  to  that 
fact  the  Board  may  look  to  every  section  of  the  statute 
in  order  to  find  indications  of  Congressional  policy.  Be¬ 
yond  this  in  approving  the  proposed  transfer  of  the  cer¬ 
tificate  (s)  from  Continental  Southern  to  Transcontinental 
Bus  System,  on  the  basis  of  the  Section  401(d)  applica¬ 
tion,  the  Civil  Aeronautics  would  for  a  second  time 
be  required  to  appraise  the  effect  of  giving  a  surface 
carrier  the  right  to  engage  in  air  transportation.  Pe¬ 
titioner  has  not  asked  that  the  Civil  Aeronautics  Board 
surrender  its  right  to  restrict  the  entrance  of  surface 
companies  into  the  field  of  air  transportation ;  but  it  quar¬ 
rels  violentlv  with  the  efforts  of  the  Civil  Aeronautics 
Board  to  deny  an  application  for  an  air  route  franchise 
on  the  basis  of  an  interpretation  which  is  not  only  un¬ 
necessary  but  which  does  violence  to  common  sense. 

3.  Under  Sec.  8(b)  of  the  Administrative  Procedure 
Act ,  petitioner  is  entitled  to  know  the  reasons  why  the 
transfer  proposal  will  not  be  entertained. 
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Sec.  8(b)  of  the  Administrative  Procedure  Act  pro¬ 
vides  in  part  as  follows : 

“All  decisions  (including  initial,  recommended,  or 
tentative  decisions)  shall  become  a  part  of  the  record 
and  include  a  statement  of  (1)  findings  and  conclu¬ 
sions,  as  well  as  the  reasons  or  basis  therefor,  upon 
all  the  material  issues  of  fact,  law,  or  discretion  pre¬ 
sented  on  the  record;  and  (2)  the  appropriate  rule, 
order,  sanction,  relief,  or  denial  thereof.” 

The  Civil  Aeronautics  Board  found  that  it  would  not 
be  in  the  public  interest  to  entertain  the  transfer  appli¬ 
cation  jointly  submitted  by  petitioner  and  its  parent  com¬ 
pany.  Petitioner  is  entitled  to  know  whether  or  not  this 
conclusion  is  based  on  the  assumption  that  restrictions 
against  surface  carrier  participation  cannot  adequately 
be  enforced  in  Sec.  401(d)  and  Sec.  401  (i)  proceedings, 
both  of  which  were  before  the  Board  for  consideration. 
As  indicated  in  the  sub-section  above,  petitioner  submits 
that  it  is  beyond  question  that  the  Board  had  as  much 
authority  in  the  401(d)  and  (i)  proceedings  as  it  would 
have  in  a  direct  Sec.  408  proceeding.  The  assumption  of 
the  Civil  Aeronautics  Board  must  necessarily  have  been 
contrary  and  constitutes  reversible  error. 

D.  If  Sec.  408  is  Applicable,  Petitioner  is  Entitled  to  a 
Hearing  on  Its  Application. 

The  application  of  Continental  Southern  Lines,  Inc., 
was  denied  for  two  reasons:  (1)  the  delays  and  (2)  the 
uncertainties  arising  from  the  applicability  of  Sec.  408 
of  the  Act.  (Joint  Appendix  p.  247)  Although  protest¬ 
ing  that  the  question  of  satisfying  the  requirements  of 
Sec.  408  was  not  before  them,  the  Board  stated  that  there 
is  ‘‘grave  question”  as  to  whether  or  not  petitioner  and 
its  parent  company  could  satisfy  these  requirements. 
(Joint  Appendix  p.  248)  The  Board  further  stated  “that 
there  is  serious  doubt  as  to  whether  or  not  the  control 
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of  Continental  Southern  by  Transcontinental  could  legally 
be  appro ved.”  (Joint  Appendix  p.  249)  The  Civil  Aero* 
autics  Board  has  pre-judged  a  Sec.  408  application  with* 
out  granting  the  parties  the  right  to  a  hearing  on  such 
application.  This  is  arbitrary  action  and  is  the  basis  for 
remand. 

In  the  case  of  Baltimore  &  Ohio  R.  R.  Co.  v.  United 
States,  264  U.  S.  258,  68  L.  Ed.  667  (1924),  Mr.  Justice 
Brandeis  spoke  for  a  unanimous  court  when  he  said: 

‘‘Congress  by  using  the  phrase  ‘whenever  the  Com¬ 
mission  is  of  opinion  after  hearing’  prescribed  quasi 
judicial  action.  Upon  application  of  a  carrier,  the 
Commission  must  form  a  judgment  whether  the  pro¬ 
posed  acquisition  will  be  in  the  public  interest.  Itl 
may  form  this  judgment  only  after  hearing.  This 
provision  for  hearing  implies  both  the  privilege  of 
introducing  evidence  and  the  duty  of  deciding  in  ac¬ 
cordance  with  it.  To  refuse  to  consider  evidence  in¬ 
troduced,  or  to  make  an  essential  finding  without 
supporting  evidence,  is  arbitrary  action.” 

E.  If  a  Sec.  408  Proceeding  is  Necessary  the  Delays 
Incident  Thereto  Cannot  be  Made  the  Basis  for  Denying 
Petitioner’s  Application. 

As  noted  above,  one  of  the  two  principal  reasons  for 
denying  the  application  of  Continental  Southern  Lines, 
Inc.,  was  because  there  would  be  delays  arising  out  of 
the  Sec.  408  problem.  The  Board  stated  at  page  16  of 
its  decision  in  the  Parks  Investigation  Case  as  follows : 

“Such  a  delay  would  defeat  our  efforts  to  obtain  air 
service  over  these  routes  as  quickly  as  possible,  and 
would  clearly  be  contrary  to  the  public  interest.” 
(Joint  Appendix  pp.  249-50) 

While  it  is  true  that  a  Sec.  408  proceeding  would  re¬ 
quire  some  time  it  does  not  necessarily  follow,  nor  was 
it  found  by  the  Board  to  be  a  fact,  that  the  delays  would 
be  substantial  or  significant.  Similar  proceedings  under 
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Sec.  408  have  been  greatly  expedited,  and  because  the 
problems  presented  in  this  application  are  familiar  to 
the  Board,  there  is  no  reason  to  believe  that  the  pro¬ 
ceeding  would  be  prolonged,  assuming  due  diligence  and 
good  faith  on  the  part  of  the  Board.  It  should  also  be 
noted  that  the  Board’s  frenzy  to  obtain  air  service  as 
quickly  as  possible  has  a  hollow  ring  when  we  under¬ 
stand  that  the  original  hearings  in  some  of  the  cases  in¬ 
volved  in  this  petition  for  review  were  held  as  early  as 
1945.  After  five  years  of  delay  in  obtaining  air  service 
in  a  substantial  area  in  the  Middle  West,  the  Board  has 
now  seen  fit  to  deny  the  application  of  the  one  carrier 
most  qualified  to  perform  that  service  because  its  certi¬ 
fication  might  result  in  a  delay  of  a  few  months. 

Further,  it  should  be  noted  that  even  this  delay  of  a 
few  months  was  itself  created  by  the  Civil  Aeronautics 
Board.  The  decisions  in  the  Reopened  Mississippi  Valley 
Case  and  Parks  Investigation  Case  became  final  on  Sep¬ 
tember  22,  1950.  More  than  seven  months  earlier,  on 
March  7,  1950,  Continental  Southern  Lines,  Inc.,  and  its 
parent  company,  Transcontinental  Bus  System  Inc,,  had 
filed  a  joint  application  for  approval  of  the  control  rela¬ 
tionship,  pursuant  to  Sec.  408,  if  such  approval  be  con¬ 
sidered  necessary.  The  applicants  requested  that  their 
application  “be  promptly  assigned  for  hearing”. 

The  Board’s  conclusion  that  petitioner’s  application  be 
denied  because  of  the  delays  that  would  necessarily  result 
is  arbitrary,  capricious,  and  is  justification  for  remand¬ 
ing  these  cases  to  the  Civil  Aeronautics  Board. 

The  courts  have  recognized  that  delays  of  the  type 
herein  noted  should  not  be  made  the  basis  for  denying 
relief  requested.  In  the  case  of  Atchison,  Topeka  <&  Santa 
Fe  Railway  Co.  v.  United  States,  284  U.  S.  248,  76  L.  Ed. 
273  (1932),  the  court  said  that  the  prospect  that  a  hear¬ 
ing  in  a  rate  proceeding  before  the  Interstate  Commerce 
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Commission  may  be  long  does  not  justify  its  denial  if 
it  is  required  by  the  essential  demands  of  justice. 

In  the  case  of  Ohio  Bell  Telephone  Co.  v.  Public  Utili¬ 
ties  Comm,  of  Ohio ,  301  U.  S.  304,  81  L.  Ed.  1093  (1937), 
the  Court  said: 

“Regulatory  commissions  have  been  invested  with 
broad  powers  within  the  sphere  of  duty  assigned  to 
them  by  law.  Even  in  quasi- judicial  proceedings  their 
informed  and  expert  judgment  exacts  and  receives 
a  proper  deference  from  courts  when  it  has  been 
reached  with  due  submission  to  constitutional  re¬ 
straints.  West  Ohio  Gas  Co.  v.  Public  Utilities  Com¬ 
mission  of  Ohio  (No.  1)  supra  (294  U.  S.  p.  63,  79  L. 
Ed.  761  (1935) ;  West  Ohio  Gas  Co.  v.  Public  Utilities 
Commission  of  Ohio  (No.  2)  294  U.  S.  79,  79  L.  Ed. 
773  (1935);  Los  Angeles  Gas  &  E.  Corp.  v.  Railroad 
Commission,  289  U.  S.  287,  77  L.  Ed.  1180  (1933).  In¬ 
deed  much  that  they  do  within  the  realm  of  admin¬ 
istrative  discretion  is  exempt  from  supervision  if  those 
restraints  have  been  obeyed.  All  the  more  insistent 
is  the  need,  when  power  has  been  bestowed  so  freely, 
that  the  ‘inexorable  safeguard’  (St.  Joseph  Stock  Yards 
Co.  v.  United  States,  298  U.  S.  38,  80  L.  Ed.  1033 
(1936)  of  a  fair  and  open  hearing  be  maintained  in 
its  integrity.  Morgan  v.  United  States,  298  U.  S. 
468,  80  L.  Ed.  1288  (1936) ;  Interstate  Commerce  Comm. 
v.  Louisville  and  N.  R.  Co.,  227  U.  S.  88,  57  L.  Ed. 
431  (1913)  supra.  The  right  to  such  a  hearing  is  one 
of  ‘the  rudiments  of  fair  play’  ( Chicago ,  M.  &  St.  P. 
R.  Co.  v.  Polt,  232  U.  S.  165,  58  L.  Ed.  554  (1914) 
assured  to  every  litigant  by  the  Fourteenth  Amend¬ 
ment  as  a  minimal  requirement.  West  Ohio  Gas  Co. 
v.  Public  Utilities  Commission  of  Ohio  (No.  1),  (No. 
2),  294  U.  S.  63,  79,  79  L.  Ed.  761,  773  (1935)  supra; 
Brinkerh-o ff-Faris  Trust  <£  Sav.  Co.  v.  Hill,  281  U.  S. 
673,  74  L.  Ed.  1107  (1930).  Cf.  Norwegian  Nitrogen 
Products  Co.  v.  United  States,  288  U.  S.  294,  77  L. 
Ed.  796  (1933).  There  can  be  no  compromise  on  the 
footing  of  convenience  or  expediency,  or  because  of 
a  natural  desire  to  be  rid  of  harassing  delay,  when 
that  minimal  requirement  has  been  neglected  or  ig¬ 
nored.  ’  *  ( Emphasis  added ) 
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F.  The  Accumulation  of  the  Errors  Noted  Above,  Con¬ 
sidered  in  Concert  Represent  a  Denial  of  a  Fair  Hearing 
to  Petitioner. 

In  Collyer  v.  Skeffington,  265  Fed.  17  (D.  Mass.  1920) 
the  Court  of  Appeals  recognized  the  proposition  that  a 
combination  of  elements,  no  one  of  which  in  itself  was 
enough  to  invalidate  a  proceeding,  in  concert  was  uncon¬ 
stitutional.  There,  the  plaintiff,  an  alien,  was  among  a 
large  group  of  aliens  ordered  deported  because  of  affilia¬ 
tion  with  allegedly  communistic  organizations  in  violation 
of  the  Act  of  October  16,  1918.  The  order  was  made  by 
the  Commissioner  of  Immigration,  appealed  to  and  af¬ 
firmed  by  the  Secretary  of  Labor.  The  plaintiff  peti¬ 
tioned  the  Court  of  Appeals  for  a  writ  of  habeas  corpus 
alleging,  among  other  things,  that  he  had  not  received  a 
fair  hearing  within  the  bounds  of  due  process  of  law. 
Evidence  adduced  at  the  trial  showed  numerous  irregu¬ 
larities  such  as  arrests,  searches  and  seizures  without 
warrants  both  of  persons  and  properties,  excessive  bail, 
maltreatment  while  in  custody,  holding  incommunicado; 
changing  of  rules  of  procedure  before  the  Immigration 
Inspector  for  the  purpose  of  this  case  and  undue  influence 
by  FBI  in  a  proceeding  delegated  by  Congress  to  the 
Department  of  Labor.  The  Court  held  that  it  was  diffi¬ 
cult  to  put  its  finger  on  the  vice  and  say  that  this  is  the 
vice  which  renders  the  proceeding  unfair.  But  consider¬ 
ing  the  entire  case  and  the  circumstances  as  a  whole,  the 
aliens  received  roughshod  justice  which  was  in  violation 
of  the  due  process  clause.  The  Court  stated 

“Their  detention  under  all  the  unprecedented  and 
extraordinary  circumstances  of  this  case,  I  find  and 
rule  was  illegal,  warranting  the  issuance  of  the  Writ.,, 

Preceding  sections  of  this  brief  indicate  that  respond¬ 
ent  acted  arbitrarily  and  capriciously  throughout  both 
proceedings  in  dealing  with  questions  of  fact  and  that 
its  legal  interpretations  insofar  as  petitioner  is  concerned 
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were  ill  founded.  Continental  Southern  Lines  submits  that 
any  one  of  the  errors  above  discussed  is  sufficient  to  jus¬ 
tify  the  remand  of  these  proceedings,  but,  in  combination, 
they  unquestionably  indicate  that  petitioner  had  been  de¬ 
nied  a  fair  hearing  and  that  both  cases  must  be  returned 
to  respondent  for  further  procedural  action  on  the  basis 
of  the  clarification  of  legal  questions  requested  herein  by 
petitioner. 


IV. 

CONCLUSION  AND  REQUEST  FOR  RELIEF 

In  denying  the  application  of  Continental  Southern 
Lines,  Inc.,  respondent  made  no  comparative  analysis  of 
the  qualifications  of  the  competing  applicants,  but  sum¬ 
marily  denied  the  applications  of  petitioner  because  of 
the  problems  incident  to  the  fact  that  it  was  a  surface 
carrier.  Even  at  this  late  date,  there  has  ben  no  inter¬ 
pretation  of  Section  408  of  the  Civil  Aeronautics  Act 
which  can  be  used  as  a  guide  for  the  Board  and  appli¬ 
cants  before  it  in  order  that  all  parties  know  the  extent 
of  the  limitations  which  are  legitimately  prescribed  by 
statute. 

Respondent  itself  has  never  based  the  denial  of  the 
application  of  a  surface  carrier  on  the  grounds  that  the 
standards  prescribed  by  Section  408  could  not  be  met. 
Yet,  in  every  instance  the  application  of  surface  carriers 
have  been  denied.  This  case  presents  the  perfect  test. 
The  fitness,  willingness,  and  ability  of  Continental  South¬ 
ern  Lines  is  unchallenged1  and  the  need  for  the  proposed 
air  service  was  found  by  respondent  to  exist. 

1  The  Examiner  in  the  Parks  Investigation  Case  (Joint  Appen¬ 
dix,  p.  306)  stated  that  Continental  Southern  Lines,  Inc.  had  pre¬ 
sented  evidence  indicating  competence  to  assemble  the  personnel 
and  equipment  and  complete  the  establishment  of  an  appropriate 
organization  to  conduct  operations  over  the  routes  it  requests  if 
it  can  secure  adequate  financing.  This  latter  point  was  not  a 
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Respondent’s  treatment  of  petitioner’s  application  has 
been  so  arbitrary  and  so  ill  founded  that  it  would  appear 
that  the  Civil  Aeronautics  Board  has  made  a  desperate 
attempt  to  avoid  problems  raised  by  section  408  of  the 
Civil  Aeronautics  Act.  This  fear  created  by  a  compli¬ 
cated  statutory  provision,  and  perpetuated  by  the  absence 
of  judicial  interpretation  should  be  put  to  rest  by  a  thor¬ 
ough  examination  of  this  Court  of  the  meaning  and  the 
scope  of  the  provisions  governing  the  participation  of 
surface  carriers  in  aviation.  So  important  a  national 
policy  should  not  be  established  by  default  as  would  appear 
at  this  time  to  be  the  case. 

On  the  basis  of  the  above  facts  and  argument,  peti¬ 
tioner  respectfully  submits  the  following  requests  for  re¬ 
lief. 

This  Honorable  Court  should  find: 

1.  That  there  was  not  substantial  evidence  to  sup¬ 
port  respondent’s  determination  that  Ozark  Air¬ 
lines  submitted  an  alternative  plan  for  operating 
DC-3  type  aircraft. 

2.  That  the  failure  of  Ozark  Airlines  to  submit  a 
plan  corresponding  to  the  type  for  which  a  need 
exists  disqualifies  such  applicant. 

3.  That  there  was  not  substantial  evidence  to  sup¬ 
port  respondent’s  finding  that  Ozark  Airlines  was 
financially  fit  to  operate  routes  for  which  it  was 
certificated. 


stumbling  block  because  public  counsel  had  found  that  Continental 
Southern  Lines,  Inc.  was  the  only  applicant  that  satisfactorily 
demonstrated  its  financial  fitness  to  operate  the  routes  here  in 
question.  The  Board  in  its  decision  did  not  directly  pass  on  peti¬ 
tioner’s  fitness,  willingness  and  ability  except  as  to  say  that  because 
of  certain  section  408  problems  they  could  not  find  petitioner  most 
fit,  willing  and  able  of  all  applicants.  (Joint  Appendix,  p.  250) 
In  the  Re-Opened  Mississippi  Valley  Case,  the  Examiner  recom¬ 
mended  that  Continental  Southern  Lines,  Inc.  be  certificated  for  the 
air  routes  found  required  by  the  public  convenience  and  necessity. 
In  so  doing,  he  found  that  of  all  the  applicants  in  that  proceeding, 
petitioner  was  most  qualified.  The  Board  in  its  decision  made  no 
reference  whatsoever  to  petitioner’s  qualifications. 


4.  That  respondent  erred  and  acted  capriciously  in 
determining  routes  in  the  Re-Opened  Mississippi 
Valley  Case  were  only  justified  as  an  appendage  to 
an  existing  air  system. 

5.  That  if  respondent  erred  in  denying  petitioner's 
application  in  the  Parks  Investigation  Case ,  re¬ 
spondent’s  determination  in  the  Re-Opened  Mis- 
sipjri  Valley  Case  must  correspondingly  be  re¬ 
manded  since  in  that  event  petitioner  would  have 
been  an  existing  air  carrier. 

6.  That  respondent’s  finding  that  Southern  Airways 
was  financially  fit  is  not  supported  by  substantial 
evidence. 

7.  That  Section  408  of  the  Civil  Aeronautics  Act  is 
not  applicable  to  the  relationship  between  peti¬ 
tioner  and  its  parent  company. 

S.  That  respondent  acted  erroneously  in  refusing  to 
consider  petitioner’s  application  for  the  transfer 
of  its  certificate. 

9.  That  the  accumulation  of  errors  in  the  two  pro¬ 
ceedings  here  reviewed  when  considered  colleci 
ively  demonstrate  that  petitioner  was  denied  a 
fair  hearing  before  the  Civil  Aeronautics  Board. 

10.  And,  finally,  that  the  Parks  Investigation  Case  and 
the  Re-Opeved  Mississippi  Valley  Case  be  remand¬ 
ed  to  the  Civil  Aeronautics  Board  for  further  pro¬ 
ceedings  not  inconsistent  with  the  above  findings. 

Respectfully  submitted, 

Welburn  Mayock, 

A.  L.  Wheeler, 

Jerbold  Scoutt,  Jr., 

Attorneys  for  Petitioner. 

Dated:  May  7,  1951 

Washington,  D.  C. 
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COUNTERSTATEMENT  OF  QUESTIONS  PRESENTED 

In  two  separate  proceedings  the  Civil  Aeronautics  Board 
has  denied  the  applications  of  petitioner  for  certification 
as  an  air  carrier.  In  both  proceedings,  the  application  was 
denied  on  the  grounds  that  the  control  of  petitioner  by  a 
surface  carrier  would  necessitate  additional  proceedings  for 
approval  under  Section  408  of  the  Act  in  the  event  that 
petitioner  should  be  certificated  and  that  the  resultant  delay 
in  inauguration  of  service  would  not  be  in  the  public  interest. 
In  addition,  in  one  of  the  proceedings,  the  Board  concluded 
that  the  routes  authorized  were  not  extensive  enough  to 
warrant  certification  of  a  separate  feeder  system.  Peti¬ 
tioner  challenges  the  denial  of  its  application^ the  Board’s 
selection  of  certain  routes  to  be  certificated,  and  some  of 
the  qualifications  of  the  successful  applicants. 

In  respondent’s  opinion,  the  questions  which  are  dis¬ 
positive  of  these  cases  are : 

1.  Whether,  if  petitioner  had  been  certificated,  additional 
proceedings  under  Section  408  would  have  been  necessary 
and,  if  so,  whether  the  Board  was  justified  in  selecting 
other  applicants  which  were  unconditionally  ready,  instead 
of  petitioner,  in  order  to  avoid  delay  in  inauguration  of  air 
service. 

2.  Whether  the  Board’s  selection  of  routes  in  the  Mis¬ 
sissippi  Valley  area  was  reasonable,  and  if  so,  whether  its 
conclusion  that  those  routes  did  not  warrant  the  certifica¬ 
tion  of  a  separate  feeder  system  was  justified. 

3.  Whether,  assuming  that  petitioner  has  standing  to 
challenge  the  qualifications  of  the  successful  applicants, 
the  Board  was  justified  in  finding  that  those  applicants  are 
fit,  willing,  and  able  to  perform  the  air  transportation  for 
which  they  have  been  certificated. 
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On  Petitions  for  Review  of  Orders  of  the  Civil  Aeronautics  Board 


COUNTERSTATEMENT  OF  THE  CASE 

Petitioner,  a  bus  line  known  as  Continental  Southern 
Lines  Inc.  (hereinafter  called  “Continental  Southern”), 
seeks  review  of  orders  entered  by  the  Civil  Aeronautics 
Board  in  two  separate  proceedings  which  were  decided  by 
the  Board  on  July  28,  1950.  Both  proceedings  involved 
grants  of  certificates  of  public  convenience  and  necessity 
authorizing  air  transportation  over  certain  routes.  In 
each  proceeding  applications  were  filed  by  numerous  car¬ 
riers.  And  in  each  petitioner  was  one  of  the  unsuccessful 
applicants.  It  alone  has  appealed.  The  successful  appli  ¬ 
cants  are  presently  operating,  as  they  have  been  for  some 
time  past,  under  the  certificates  granted  them.1 

1  On  December  1,  1950,  this  Court  denied  petitioner’s  motions  for  a  stay  of 
the  Board ’s  orders. 
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No.  10811  involves  the  Board  proceeding  designated  as 
the  Parks  Investigation  Case.  In  that  case,  the  Board  de¬ 
termined  that  the  certificate  of  public  convenience  and 
necessity  previously  awarded  to  Parks  Air  Lines  should 
be  terminated  because  of  that  carrier’s  failure  to  initiate 
service,2  and  it  awarded  Parks’  “Great  Lakes”  and  “Mis¬ 
sissippi  Valley”  routes  to  Ozark  Airlines  (App.  277-280A). 
In  denying  petitioner’s  application  for  those  routes,  the 
Board  referred  to  the  uncontested  fact  that  “a  second  bus 
company,  Transcontinental  Bus  System  Inc.,  has  acquired 
control  of  Continental  Southern,  and  is  in  fact  one  of  Con¬ 
tinental  Southern’s  expected  sources  of  capital”  (App. 
248). 3  It  further  stated  (App.  248) : 

This  acquisition  must  be  approved  by  the  Board  under 
section  408  of  the  Civil  Aeronautics  Act  in  the  event 
Continental  Southern  should  be  certificated  as  an  air 
carrier  herein.  The  necessity  for  such  approval  has 
been  recognized  by  the  parties  who  filed  an  application 
for  approval  after  the  hearing  in  this  proceeding. 

A  further  proceeding  to  determine  whether  the  control 
relationship  between  Continental  Southern  (which,  upon 
certification,  would  be  an  air  carrier)  and  Transcontinental 
(a  surface  carrier)  could  be  approved  under  the  Act  would 
require,  the  Board  stated,  resolution  of  the  following  ques¬ 
tions:  (1)  whether  Continental  Southern’s  air  service 
would  be  auxiliary  and  supplemental  to  the  Transconti¬ 
nental  system’s  bus  transport  operations;  (2)  whether  the 
public  interest  would  be  promoted  by  a  tie-up  between  the 

2  See  Parks  Air  Lines  v.  Civil  Aeronautics  Board,  C.A.  D.C.  Case  No. 
10741,  petition  for  review  dismissed  September  25,  1950. 

3  The  record  shows  that,  on  March  1,  1949,  prior  to  hearings  in  either  of 
the  Board  proceedings  here  involved,  Transcontinental  filed  an  application 
with  the  Interstate  Commerce  Commission  seeking  approval  of  a  contract 
whereby  it  was  to  acquire  all  of  Continental  Southern’s  outstanding  stock 
(App.  229,  589).  Transcontinental  conducts  bus  operations,  either  directly 
or  through  its  subsidiaries,  over  lines  which  extend  from  Chicago  to  St.  Louis 
on  the  east,  San  Francisco  to  Los  Angeles  on  the  west,  Salt  Lake  to  Denver 
on  the  north,  and  along  the  Texas  Gulf  Coast  on  the  south  (App.  216C).  The 
Interstate  Commerce  Commission  granted  its  approval  of  the  stock  acquisi¬ 
tion  on  August  19,  1949  (App.  589). 
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two  systems;  and  (3)  whether  competition  would  be  re¬ 
strained  in  the  event  of  approval  (App.  248-249).  If  Con¬ 
tinental  Southern  were  certified  and  it  were  subsequently 
found  that  the  control  relationship  could  not  be  approved 
under  Section  408,  it  would  then  be  necessary,  the  Board 
declared,  to  order  Transcontinental  to  divest  itself  of  con¬ 
trol  over  Continental  Southern.  The  opinion  continues 
(App.  249-250) : 

There  is  no  assurance  that  Transcontinental  would  take 
this  action.  If  it  did  not,  and  preferred  to  retain  its 
control  of  Continental  Southern  purely  as  a  bus 
operation,  our  action  in  certificating  Continental  South¬ 
ern  in  this  proceeding  would  have  been  futile.  More¬ 
over,  under  the  circumstances  we  can  have  no  assurance 
that  Continental  Southern  and  its  backer  Transconti- 
mental  would  be  willing  to  make  the  substantial  invest¬ 
ments  necessary  for  immediate  activation  of  any  of  the 
Parks  routes  pending  the  outcome  of  the  408  proceed¬ 
ing.  Such  delay  would  defeat  our  efforts  to  obtain  air| 
service  over  these  routes  as  quickly  as  possible  andl 
would  clearly  be  contrary  to  the  public  interest.  We 
are,  therefore,  unable  to  make  the  finding  required  by 
our  decision  in  American  President  Lines ,  et  al.,  Peti¬ 
tion,  7  C.  A.  B.  799,  804  (1947),  that  the  public  interest 
requires  service  over  any  of  the  Parks  routes  by  Con¬ 
tinental  Southern  regardless  of  the  circumstance  that 
it  is  a  surface  carrier.  Even  if  such  a  finding  were  not 
required,  we  can  not  find  that  Continental  Southern, 
under  the  facts  of  this  case,  is  relatively  more  fit,  will¬ 
ing,  and  able  to  operate  any  of  the  Parks  routes  than 
the  other  applicants. 

Petitioner  did  not  file  an  application  for  approval  of  the 
control  relationship  until  March  7,  1950,  several  months 
after  the  hearing  in  the  Parks  Investigation  Case  had  been 
concluded  (App.  397-401),  although  it  had  been  advised  and 
had  agreed,  at  the  prehearing  conference  of  July  18,  1949, 
that  the  issue  of  control  was  directly  related  to  the  problem 
of  certification  (App.  35-37).  Its  application  asks  a  hearing 
on  the  control  issue  “provided  that  Continental  Southern 
Lines  Inc.  is  awarded  a  certificate  of  public  convenience  and 
necessity  for  one  or  both  of  its  two  applications”  (App. 
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401).  Recognizing  its  failure  to  bring  on  for  contemporane¬ 
ous  hearing  with  its  application  for  a  certificate  of  public 
convenience  and  necessity  an  application  for  approval  of 
the  control  relationship,  petitioner  urged,  in  its  brief  to  the 
Board,  “that  the  section  401  issue  may  be  considered  sepa¬ 
rately  from  the  section  408  question”  (App.  231).  Recogw 
nizing,  moreover,  that  “naturally  the  Board  would  not  want 
to  issue  a  certificate  to  Continenal  Southern  ...  if  it  sus¬ 
pected  that  the  acquisition  application  would  be  denied” 
(App.  232),  petitioner  urged  that  the  evidence  introduced 
in  the  401  proceeding  indicated  that  the  Board  would  be 
able  to  approve  the  control  relationship  when  that  issue  was 
presented  in  a  subsequent  408  proceeding.  On  this  point,  the 
Board  held  (App.  249) : 

We,  of  course,  cannot  now  decide  this  question  without 
a  full  record  before  us.  However,  it  is  apparent  on  the 
face  of  the  situation  that  the  408  proceeding  would 
involve  substantial  questions  and  that  there  is  a  seri¬ 
ous  doubt  as  to  whether  or  not  the  control  of  Contin- 
enal  Southern  by  Transcontinental  could  legally  be  ap¬ 
proved. 

On  June  13, 1950 — after  argument  was  completed  and  the 
proceeding  stood  submitted  to  the  Board — petitioner  and 
Transcontinental  filed  an  application  under  Section  401  (i) 
of  the  Act  for  approval  of  the  transfer  to  Transcontinental 
of  any  certificate  of  public  convenience  and  necessity  which 
might  be  issued  to  Continental  Southern  (App.  402-421). 
The  Board  held  that  this  application  did  not  affect  the 
issues  presented  and  could  not  serve  to  avoid  the  impact 
of  Section  408  (App.  250-251). 

Finding  (1)  that  it  was  doubtful  that  petitioner  would  ini¬ 
tiate  operations  until  after  the  control  issues  were  resolved 
and  that  those  issues  could  not  be  decided  on  the  record 
made,  (2)  that,  in  any  event,  petitioner  was  no  better  quali¬ 
fied  than  other  applicants,  and  (3)  that  there  was  immedi¬ 
ate  need  for  the  institution  of  service,  the  Board  granted  a 
certificate  of  public  convenience  and  necessity  to  another 
applicant,  Ozark  Airlines  Inc.  (App.  249-254). 
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Petitioner  contends  that  its  application  was  erroneously- 
denied  because  Section  408  was  not  applicable  to  the  pro¬ 
ceedings  at  all;  that,  even  if  Section  408  were  applicable, 
that  Section  “could  have  been  legitimately  avoided”  (Pet. 
Br.,  p.  41)  by  approving  the  transfer  application  filed  by 
petitioner  and  Transcontinental;  that,  in  any  event,  the 
delay  incident  to  a  408  proceeding  could  not  properly  be 
made  the  basis  for  denying  an  application  for  certification ; 
and  that  the  Board  erred  in  finding  that  the  successful  ap¬ 
plicant,  Ozark  Airlines,  was  “fit,  willing  and  able.” 

No.  10812  involves  the  Reopened  Mississippi  Valley  and 
Southeastern  States  Cases.  The  Board’s  order  in  that  pro¬ 
ceeding  authorized  an  amendment  of  Southern  Airways 
Inc.’s  existing  certificate  of  public  convenience  and  neces¬ 
sity  so  as  to  permit  it  to  operate  between  Memphis  and  New 
Orleans,  and  between  Columbus,  Miss.,  and  Mobile,  in  each 
instance  via  specified  intermediate  points,  until  February 
8,  1952  (App.  736,  739-741).  The  Examiner  had  recom¬ 
mended  that  petitioner  be  authorized  to  operate  a  “feeder” 
system  over  four  routes  in  the  area  concerned  (App.  693r 
694). 4  The  Board  found,  however,  that,  in  the  light  of  traffic 
conditions,  the  extensive  route  system  recommended  by  th^ 
Examiner  was  not  in  the  public  interest  and  that  only  the 
two  additional  routes  approved  were  required  (App.  706- 
737). 

Since  the  routes  approved  were  less  than  800  miles  in 
length  and  the  traffic  potential  over  them  was  low,  the 
Board  found  that  the  performance  of  the  additional  services 
could  be  justified  only  as  an  extension  of  an  existing  air 
transportation  system  (App.  724).  Finding  further  that 
Southern  Airways  already  conducted  extensive  operations 
in  the  territory  involved,  that  the  new  routes  would  be  inte¬ 
grated  with  its  existing  routes,  that  the  effect  of  such  inteJ 
gration  would  be  a  strengthening  of  Southern’s  system,  and 
that  Southern  was  fit,  willing  and  able  to  perform  the  serv- 

4  The  termini  of  the  routes  recommended  by  the  Examiner  were  Memphis 
and  New  Orleans,  Jackson  and  Mobile,  Shreveport  and  Monroe,  and  Lake 
Charles  and  New  Orleans  (App.  693-694). 
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ice,  the  Board  concluded  that  it  should  be  awarded  the 
routes  and  that  the  applications  of  the  other  parties  to  the 
proceeding  should  be  denied  (App.  727-731). 

In  so  far  as  petitioner  is  concerned,  the  Board  held  that 
the  considerations  relating  to  surface  carrier  control,  dis¬ 
cussed  at  length  in  the  Paries  Investigation  Case  concur¬ 
rently  decided,  furnished  a  separate  and  additional  ground 
for  denying  its  application  (App.  725-726). 

Petitioner  contends  on  this  appeal  that  the  Board  should 
have  approved  a  different  route  system ;  that,  in  any  event, 
the  route  pattern  approved  was  large  enough  to  support  a 
separate  feeder  system;  that  the  Board’s  finding  that 
Southern  Airways  was  financially  fit  was  not  supported  by 
substantial  evidence ;  and  that  the  Board ’s  separate  ground 
for  denying  petitioner’s  application  was  erroneous  as  a 
matter  of  law. 


STATUTES  INVOLVED 

Most  of  the  pertinent  provisions  of  the  Civil  Aeronautics 
Act  of  1938, 52  Stat.  973,  as  amended  (49  U.S.C.  401  et  seq.), 
are  reproduced  at  pages  6-8  of  petitioner’s  brief.  Other 
provisions  of  the  Act  to  which  reference  is  made  herein  are 
cited  or  quoted  at  appropriate  places  in  the  text. 

SUMMARY  OF  ARGUMENT 

I 

The  Board  correctly  denied  petitioner’s  application  in 
the  Paries  Investigation  Case  on  the  ground  that  if  peti¬ 
tioner  were  certificated,  undue  delay  in  inaugurating  service 
would  result.  Petitioner  is  controlled  by  a  surface  carrier 
(Transcontinental)  and  that  control  relationship  would 
require  approval  by  the  Board  under  Section  408  of  the 
Civil  Aeronautics  Act  if  petitioner  became  an  air  carrier. 
Petitioner  was  well  aware  of  this  fact  and  of  the  customary 
practice  of  other  similarly  situated  applicants  of  filing  Sec¬ 
tion  408  applications  for  simultaneous  hearing  and  ap¬ 
proval  with  their  certificate  applications,  but  failed  to  fol¬ 
low  that  practice.  The  additional  proceedings  necessary 
for  such  approval,  attributable  solely  to  petitioner,  would 
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cause  delay,  and  if  the  Board  concluded  that  petitioner 
could  not  operate  as  an  air  carrier  unless  it  severed  rela^ 
tionship  with  its  parent,  petitioner  might  elect  to  give  up  its 
certificate,  thus  causing  further  delay. 

The  contention  that  prior  control  by  a  surface  carrier  of 
an  applicant  later  certificated  as  an  air  carrier  is  outside 
the  purview  of  Section  408  is  untenable  in  principle  and 
has  been  rejected  by  the  Court  of  Appeals  for  the  Second 
Circuit  in  Pan  American  Airways  Inc.  v.  Civil  Aeronautics 
Board ,  121  F.  2d  810  (C.A.  2)  (1941).  If  sustained,  this 
contention  would  make  for  ready  evasion  of  the  policy  of  the 
Act  to  provide  close  scrutiny  and  regulation  of  affiliations 
between  surface  and  air  carriers. 

Even  if  the  control  issues  could  have  been  decided  in  thei 
certification  proceedings,  petitioner  failed  to  avail  itself 
of  the  opportunity  to  offer  full  evidence  on  those  issues. 
Petitioner  was  placed  on  notice  at  the  prehearing  conference 
of  the  relevance  of  such  evidence  in  the  certification  pro¬ 
ceedings,  and  the  particular  matters  to  which  such  evidence 
should  be  directed.  Petitioner,  however,  failed  to  present 
an  adequate  showing  that  the  proposed  air  operations  -would 
be  “ auxiliary  and  supplemental”  to  the  surface  operations 
of  petitioner’s  parent,  would  not  restrain  competition,  and 
-would  be  in  the  public  interest.  United  States  v.  Rock  Is¬ 
land  Motor  Transport  Co.,  340  U.S.  419  (1951),  American 
President  Lines,  et  al.,  Petition,  7  C.A.B.  799  (1947).  In 
the  state  of  the  record  presented,  the  Board  could  not  have 
concluded  that  there  was  even  a  prima  facie  basis  for  ap¬ 
proval  of  the  control  relationship. 

The  eleventh  hour  transfer  application  by  which  peti¬ 
tioner’s  parent,  rather  than  petitioner,  would  become  the 
applicant  for  certification  as  an  air  carrier,  was  properly 
denied  by  the  Board  as  a  transparent  attempt  to  avoid  the 
requirements  of  Section  408.  In  any  event,  the  record 
deficiencies  on  the  control  issues  would  not  be  obviated  if 
the  surface  carrier  were  permitted  to  become  the  applicant. 
The  same  issues  as  are  present  in  a  Section  408  proceeding 
would  have  had  to  be  considered  to  determine  if  transfer 
of  the  route  application  was  in  the  public  interest.  Since 
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some  additional  proceedings  would  have  been  necessary  if 
petitioner  were  certificated,  the  Board  was  justified  in 
avoiding  delay  by  selecting  another  qualified  carrier  that 
was  unconditionally  ready  to  inaugurate  service. 

Ozark,  the  successful  applicant,  was  fit,  willing,  and  able. 
The  record  fully  supports  the  Board’s  conclusion  that  Ozark 
was  technically  qualified  to  operate  the  routes  selected  and 
had  sufficient  financial  resources  available  to  it.  There  is 
no  requirement  that  an  applicant  have  the  necessary  capital 
on  hand  or  irrevocably  committed  at  the  moment  of  certifica¬ 
tion.  It  is  enough  that  the  Board  has  reasonable  basis  to 
believe  that  the  capital  can  and  will  be  promptly  obtained. 

n 

The  denial  of  petitioner’s  application  in  the  Reopened 
Mississippi  Valley  and  Southern  States  Cases,  like  that  in 
the  Parks  Investigation  Case ,  was  proper  in  view  of  the 
delay  which  would  result  from  the  necessity  for  a  Section 
408  proceeding  if  petitioner  should  be  certificated.  More¬ 
over,  the  Board’s  selection  of  routes  to  be  served  in  the  area 
involved,  and  its  conclusion  that  those  routes  were  not  ex¬ 
tensive  enough  to  warrant  certification  of  a  separate  feeder 
system  were  reasonable  and  supported  by  the  record. 

Petitioner’s  attack  upon  the  financial  fitness  of  Southern 
(the  successful  applicant),  like  its  attack  upon  the  qualifica¬ 
tions  of  Ozark  in  the  Parks  Investigation  Case,  rests  upon 
the  false  premise  that  a  carrier  must  have  the  necessary 
economic  resources  itself,  or  irrevocable  commitments  to 
supply  needed  capital,  at  the  time  of  certification.  South¬ 
ern  was  a  “going  concern”  and  made  an  adequate  showing 
that  it  would  be  able  to  obtain  the  relatively  small  amount 
of  additional  capital  needed. 

ARGUMENT 

Introduction 

The  Board  rejected  both  of  petitioner’s  applications  with¬ 
out  comparative  consideration  with  the  applications  of  the 
successful  applicants  on  the  grounds  that,  if  petitioner  were 


to  be  certificated,  further  proceedings  would  be  necessary 
under  Section  408  of  the  Act  for  approval  of  the  control 
relationship  existing  between  petitioner  and  a  surface  car¬ 
rier.  This  ground  for  rejection,  if  proper,  affords  a  basis 
for  affirmance  of  the  Board’s  orders  in  both  of  the  cases 
before  the  Court  without  consideration  of  the  additional 
issues  raised  by  petitioner  (see  infra ,  pp.  26,  30,  31). 

These  additional  issues  relate  to  the  propriety  of  the 
Board’s  denial  of  petitioner’s  application  in  No.  10812 
(Reopened  Mississippi  Valley  and  Southeastern  State\s 
Cases)  on  the  ground  that  the  routes  which  the  Beard  there 
proposed  to  authorize  were  not  extensive  enough  to  warrant 
operation  by  a  separate  feeder  system,  and  the  fitness  of 
the  successful  applicants — Ozark  and  Southern — which 
were  certificated  by  the  Board. 

As  the  two  cases  are  distinct  they  will  be  discussed  sepa¬ 
rately  herein.  To  the  extent,  however,  that  identical  issues 
are  involved  the  arguments  presented  in  one  case  will  bp 
adopted  by  reference  in  the  other. 

L  The  Board  Properly  Denied  Petitioner's  Application  in  the 
Parks  Investigation  Case 

A.  Section  408  applies  to  this  case.  If  the  Board  had  certificated  petitioner, 
additional  proceedings  under  that  Section  would  have  been  required. 

Section  401  of  the  Act,  which  relates  generally  to  the  issu¬ 
ance  of  certificates,  provides  that  the  Board  shall  grant  ja 
certificate  if  it  finds  (1)  that  an  applicant  is  fit,  willing  and 
able  to  perform  the  transportation  covered  by  its  applica  ¬ 
tion,  and  (2)  that  such  transportation  is  required  by  the 
public  convenience  and  necessity. 

Section  408,  which  relates  generally  to  consolidation, 
merger  and  the  acquisition  of  control,  provides,  inter 
alia,  that  it  shall  be  unlawful,  unless  approved  by  order  of 
the  Board, 

for  any  air  carrier  or  person  controlling  an  air  carrier, 
any  other  common  carrier,  or  any  person  engaged  in 
any  other  phase  of  aeronautics,  to  acquire  control  of 
any  air  carrier  in  any  manner  whatsoever.  [Section 
408(a)(5);  emphasis  added.] 
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Section  408(b)  sets  forth  the  procedure  which  shall  be 
followed  in  applying  for  Board  approval  of  acts  circum¬ 
scribed  by  Section  408(a).  It  then  explicitly  declares,  in  a 
proviso,  that,  “if  the  applicant  is  a  carrier  other  than  an  air 
carrier  .  .  .  the  Board  shall  not  enter  ...  an  order  of  ap¬ 
proval  unless  it  finds  that  the  transaction  proposed  will  pro¬ 
mote  the  public  interest  by  enabling  such  carrier  other 
than  an  air  carrier  to  use  aircraft  to  public  advantage  in 
its  operation  and  will  not  restrain  competition.’ ’ 

The  opposing  contentions  with  respect  to  Section  408  may 
be  briefly  summarized.  It  is  the  Board’s  position  that 
Transcontinental  is  a  common  carrier  controlling  Continen¬ 
tal  Southern ;  that  if  Continental  Southern  were  certificated 
as  an  air  carrier,  Transcontinental  would  eo  instcmte  ob¬ 
tain  control  of  an  air  carrier  within  the  meaning  of  Section 
408,  and  the  Board  thereupon  would  be  required  to  deter¬ 
mine  whether  such  control  is  consistent  with  the  policies 
expressed  in  Section  408.  Petitioner,  on  the  other  hand, 
would  limit  Section  408  to  the  situation  in  which  a  surface 
carrier  proposes  to  acquire  control  of  an  established  air 
carrier,  denying  it  force  where  control  of  a  subsidiary  was 
acquired  before  the  subsidiary  became  an  air  carrier  (Pet. 
Br.,  pp.  39-40). 

The  Board  has  construed  the  proviso  to  Section  408(b) 
above  quoted  to  mean  that  it  may  not  approve  acquisition 
of  control  of  an  air  carrier  by  a  surface  carrier  unless  (1) 
such  acquisition  is  in  the  public  interest,  (2)  the  air  carrier 
operations  will  be  auxiliary  or  supplemental  to  the  acquir¬ 
ing  surface  carrier’s  operations,  and  (3)  such  acquisition 
will  not  restrain  competition.  See  American  President 
Lines ,  et  al.,  Petitionf  7  C.A.B.  799  (1947) ;  American  Ex¬ 
port  Lines  Control ,  3  C.A.B.  619  (1942) ;  4  C.A.B.  104 
(1943) ;  Acquisition  of  TACA,  S.A.,  by  American  Export 
Air ,  3  C.A.B.  216  (1941).  Closely  analogous  provisions  of 
the  Interstate  Commerce  Act5  have  been  construed  in  the 

5  Section  213(a)  of  the  Motor  Carrier  Act  of  1935,  relating  to  the  acqui¬ 
sition  of  control  over  motor  carriers,  provided  that  where  an  acquisition  of 
control  was  sought  by  a  carrier  other  than  a  motor  carrier,  the  Interstate 
Commerce  Commission  should  not  approve  such  acquisiton  ‘  ‘  unless  it  finds 
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same  way  by  the  Interstate  Commerce  Commission.  In 
two  very  recent  decisions 6  of  the  Supreme  Court,  this  con¬ 
struction  has  been  approved.  United  States  v.  Rock  Island 
Motor  Transport  Co.,  340  U.S.  419  (1951)  and  United  States 
v.  Texas  and  Pacific  Motor  Transport  Co.,  340  U.S.  450 
(1951). 

Petitioner  does  not  now  appear  to  deny  that  the  above 
criteria  govern  in  a  Section  408  proceeding  and  that,  if 
Section  408  applies  to  the  present  case,  the  Board  would 
have  to  determine,  inter  alia,  whether  Continental  South¬ 
ern’s  proposed  air  operations  would  be  auxiliary  and  sup¬ 
plemental  to  Transcontinental’s  surface  operations,  and 
whether  Transcontinental’s  control  of  the  two  transporta¬ 
tion  media  would  restrain  competition.  Petitioner  argues 
instead  that  Section  408  is  inapplicable.  This  precise  ques¬ 
tion,  however,  was  decided  adversely  to  petitioner’s  view  in 
Pan  American  Airways  Co.  v.  Civil  Aeronautics  Board,  121 
F.  2d  810  (C.A.  2, 1941).  Addressing  itself  to  the  proposi¬ 
tion  that  Section  408  “applies  to  cases  involving  the  con¬ 
trol  of  air  carriers  only  where  the  acquisition  of  control  of 
a  corporate  entity  occurs  at  a  time  when  that  entity  is  al¬ 
ready  an  air  carrier”  (121  F.  2d  at  815),  the  court  stated 
(ibid.)  : 


that  the  transaction  proposed  will  promote  the  public  interest  by  enabling 
such  carrier  other  than  a  motor  carrier  to  use  service  by  motor  vehicle  to 
public  advantage  in  its  operations  .and  will  not  unduly  restrain  competition” 
(49  Stat  55G).  The  Transportation  Act  of  1940  repealed  this  provision,  but 
incorporated  its  substance  in  Section  5(2)  (b)  of  the  Interstate  Commerce 
Act,  restricted,  however,  to  the  acquisition  of  motor  carriers  by  railroads. 
Section  5(2) (b)  (54  Stat.  905,  49  U.S.C.  5  (2)(b))  presently  prorides  that 
the  Commission  shall  not  approve  the  acquisition  of  motor  carriers  by  rail¬ 
roads  or  their  affiliates  * *  unless  it  finds  that  the  transaction  proposed  will  be 
consistent  with  the  public  interest  and  will  enable  such  [railroad]  carrier  to 
use  service  by  motor  vehicle  to  public  advantage  in  its  operations  and  will 
not  unduly  restrain  competition.” 

The  close  analogy  between  these  provisions  and  the  pertinent  proviso  in 
Section  408(b)  stems  from  the  fact  that  the  Civil  Aeronautics  Act  was 
modeled  on  the  Motor  Carrier  Act  in  order  to  minimize  problems  of  con¬ 
struction.  See  Hearings  before  a  Sub-Committee  of  the  Senate  Committee 
on  Interstate  Commerce  on  S.2  and  S.1760,  75th  Cong.,  1st  Sess.,  pp.  70,  503. 

e  Time  for  filing  briefs  herein  was  extended  by  this  Court  pending  decision 
in  those  cases. 
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This  seems  to  us  an  unduly  literal  interpretation  of 
[408(a)  (5) ].  In  our  opinion  “to  acquire  control  of  any 
air  carrier  in  any  manner  whatsoever”  is  to  take  all 
steps  involved  in  obtaining  control,  which  in  this  case 
would  consist  in  supplying  a  subsidiary  corporation, 
organized  for  air  carriage  and  possessing  adequate 
financial  resources,  with  a  certificate  authorizing  oper¬ 
ation.  Any  other  interpretation  would  enable  a  steam¬ 
ship  company,  by  organizing  a  subsidiary  for  air  car¬ 
riage,  to  escape  the  requirement  of  Section  408(b)  that 
the  “Authority  shall  not  enter  *  *  *  an  order  of  approval 
unless  it  finds  that  the  transaction  proposed  will  pro¬ 
mote  the  public  interest  by  enabling  such  carrier  other 
than  an  air  carrier  to  use  aircraft  to  public  advantage 
in  its  operation  and  will  not  restrain  competition.” 

We  submit  that  the  decision  of  the  Second  Circuit  is 
correct  and  that  it  is  the  fact  of  control  over  an  air  carrier, 
and  not  the  time  at  which  control  over  the  corporate  entity 
of  the  subsidiary  is  obtained,  which  is  material.  As  the 
Pan  American  decision  emphasizes,  the  Board’s  jurisdiction 
extends  to  control  over  air  carriers  acquired  by  persons 
within  the  proscribed  categories  “in  any  manner  whatso¬ 
ever.”  Cf.  Aluminum  Company  of  America  v.  Federal 
Trade  Commission,  284  Fed.  401  (C.A.  3,  1922),  cert.  den. 
261  U.S.  616  (1923).  Contrary  to  petitioner’s  understand¬ 
ing  of  the  matter,  the  interpretation  of  the  Second  Circuit 
and  of  the  Board  is  also  in  full  accord  with  the  interpreta¬ 
tion  that  has  been  placed  upon  comparable  provisions  of  the 
Interstate  Commerce  Act.7 

7  Section  5(2)  (a)  (i)  (54  Stat.  905,  49  U.S.C.  5(2)  (a)  (i))  of  the  Inter¬ 
state  Commerce  Act  provides  in  pertinent  part: 

“(2)  (a)  It  shall  be  lawful,  with  the  approval  and  authorization  of 
the  Commission,  as  provided  in  subdivision  (b) — 

(i)  for  two  or  more  carriers  to  consolidate  or  merge  their  properties 
or  franchises,  or  any  part  thereof,  into  one  corporation  for  the  owner¬ 
ship,  management,  and  operation  of  the  properties  theretofore  in  sep¬ 
arate  ownership;  or  for  any  carrier,  or  two  or  more  carriers  jointly, 
to  purchase,  lease,  or  contract  to  operate  the  properties,  or  any  port 
thereof,  of  another;  or  for  any  carrier,  or  two  or  more  carriers  jointly, 
to  acquire  control  of  another  through  ownership  of  its  stock  or  other¬ 
wise;  or  for  a  person  which  is  not  a  carrier  to  acquire  control  of  two 
or  more  carriers  through  ownership  of  their  stock  or  otherwise;  or 


Any  other  construction  would  frustrate  Congressional 
policy.  Both  the  language  of  Section  408  and  its  legislative 
history8  demonstrate  a  considered  judgment  by  the  Con¬ 
gress  that  the  possibility  of  conflicting  interests  between  all* 
carriers  and  other  specified  persons,  and  the  threat  o:: 
monopoly  inherent  in  the  unified  control  of  such  conflict¬ 
ing  interests,  are  dangers  against  which  the  Board  mus  t 
guard.  The  second  proviso  in  Section  408(b)  reflects  par¬ 
ticular  concern  with  the  danger  inherent  in  unified  control 
of  air  and  surface  carriers.  The  Section  also  extends,  how¬ 
ever,  to  various  other  control  relationships,  e.g.,  mergers 


for  a  person  which  is  not  a  carrier  and  which  has  control  of  one  or 
more  carriers  to  acquire  control  of  another  carrier  through  ownership 
of  its  stock  or  otherwise ;  ’  ’ 

The  Commission  considers  that  the  foregoing  provisions  become  applicable 
upon  the  assumption  by  a  controlling  or  controlled  person  of  a  status  which 
results  in  a  control  relationship  prohibited  thereby,  irrespective  of  the  fac; 
that  the  same  relationships  existed  between  the  parties  at  a  prior  time.  Thus, 
the  granting  of  carrier  authority  for  the  first  time  to  a  person  controlling 
or  controlled  by  another  carrier  creates  a  situation  in  which  approval  must  be 
sought  and  obtained  of  the  control  relationship  then  existing  between  this 
two  carriers.  Hannon-Control-IIannon  Motor  Lines,  39  M.C.C.  620  (1944)  ; 
Lhirlington  Transportation  Co.-Control-Muscatinc,  D.  &  C.  Bus  Co.,  45  M.C.C. 
703  (1947).  Similarly,  where  operating  authority  is  issued  for  the  first  time 
to  an  applicant  therefor  who  is  controlled  by  a  person  controlling  another 
carrier,  section  5  requires  Commission  approval  of  the  relationship  which 
arises  upon  the  assumption  of  carrier  status  by  the  applicant.  Stcams-Control- 
Massachusctts  S.S.  Lines,  45  M.C.C.  647  (1947);  Southern  Transp.  Inc.-Con- 
tract  Carrier  Application,  49  M.C.C.  710  (1947) ;  WUson-Control-Tidewater 
Exp.  Lines,  50  M.C.C.  787  (1948);  Wills-Control- Anchorage  Transp.  Inc., 
55  M.C.C.  157  (1948). 

s  In  the  Committee  hearings  on  the  various  bills  which  later  culminated  in 
the  Civil  Aeronautics  Act,  particular  concern  was  expressed  over  whether  this 
proposed  control  provisions  would  permit  the  growth  of  monopolies  in  air 
transportation.  The  Committee  members  were  assured  that  these  provisions, 
modeled  after  those  contained  in  the  Motor  Carrier  Act,  would  not  permit  any 
such  result.  See  e.g.,  the  exchange  of  conversation  between  Senator  Truman 
and  Commissioner  Eastman  on  this  point.  Hearings  before  a  Sub-Committee 
of  the  Senate  Committee  on  Interstate  Commerce  on  S.  2  and  S.  1760,  75th 
Cong.,  1st  Scss.,  p.  333.  For  similar  comments  by  other  witnesses  see  ibid. 
pp.  432,  502,  503.  Sec  also  note  9,  infra.  The  question  of  whether  these 
control  provisions  would  permit  the  development  of  monopolies  was  the  sub¬ 
ject  of  debate  in  the  Senate,  and  various  amendments  to  the  bill  reported  by 
the  Committee  on  Commerce  were  made  on  the  floor  to  guard  further  against 
any  such  possibility.  See  83  Cong.  Record,  6728-6732,  6770. 
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between  air  carriers,  or  between  air  carriers  and  other  com¬ 
mon  carriers,  or  between  air  carriers  and  persons  engaged  in 
other  phases  of  aeronautics  (408(a)  (1)) ;  the  acquisition  of 
control  over  any  citizen  of  the  United  States  engaged  in  any 
phase  of  aeronautics  by  any  foreign  air  carrier  or  person 
controlling  a  foreign  air  carrier  (408(a)(4)) ;  the  acquisi¬ 
tion  of  contol  by  an  air  carrier  or  person  controlling  an  air 
carrier  over  any  person  engaged  in  any  other  phase  of  aero¬ 
nautics  (408(a)(6)). 

Petitioner’s  interpretation  would  open  the  door  to  easy 
evasion  of  the  safeguards  provided  by  the  control  provisions 
of  the  Act.  If  it  were  adopted,  an  established  air  carrier 
could  create  or  acquire  a  subsidiary  corporation  and  then, 
without  obtaining  Board  approval,  cause  the  subsidiary  to 
engage  in  the  manufacture  of  aircraft.  Conversely,  a  cor¬ 
poration  presently  controlling  an  air  carrier  could  begin  the 
manufacture  of  aircraft  and  use  the  air  carrier  as  an  outlet 
for  its  product  absolutely  free  of  Board  control.9  A  cor¬ 
poration  already  controlling  an  air  carrier  would  be  free  to 
engage  in  other  common  carrier  activities,  which  might  be 
far  more  extensive  than  its  air  operations,  and  to  use  the 
air  carrier  as  a  1 ‘  fighting  ship”  for  its  other  operations.  A 
foreign  carrier  likewise  would  be  free,  so  far  as  the  Act  is 
concerned,  to  acquire  control  of  a  domestic  corporation 
and  thereafter  to  cause  that  corporation  to  engage  in  other 
aeronautical  enterprises.  We  need  not,  however,  consider 
hypothetical  situations  in  which  the  policy  of  Section  408 
might  be  evaded;  the  present  attempt  to  secure  certifica- 

»  The  evils  which  flowed  from  alliances  between  aircraft  manufacturers 
and  air  transport  companies  accounted  in  large  part  for  the  inclusion  in  sec¬ 
tion  7  of  the  Air  Mail  Act  of  1934  (48  Stat.  933)  of  an  absolute  prohibition 
against  interlocking  relationships  or  common  interests  between  persons  holding 
air  mail  contracts  and  persons  engaged  in  all  other  phases  of  aeronautics, 
including  the  **  manufacture  or  sale  of  airplanes,  airplane  parts  or  other 
accessories  generally  used  in  air  transportation.  ’  *  See  Hearings  before  a 
Sub-Committee  of  the  Senate  Committee  on  Interstate  Commerce  on  S.  2  and 
S.  1760,  75th  Cong.,  1st  Scss.,  pp.  108-109,  152-154.  Relaxation  of  this  abso¬ 
lute  prohibition  by  the  adoption  of  the  provisions  of  sections  408  and  409, 
relating  to  interlocking  directorates,  was  intended  to  permit  flexibility  of 
regulation  and  to  allow  unifled  control  in  the  particular  cases  where  it  was 
determined  to  be  in  the  public  interest.  See  ibid.,  pp.  502-503. 


tion  for  the  subsidiary  of  a  surface  carrier  is  an  example 
of  just  such  an  attempted  evasion. 

Additional  evidence  that  Congress  did  not  intend  such 
gaps  in  the  statute  is  found  in  Section  409(a)  (52  Stat.  100f2, 
49  U.S.C.  489),  which  makes  it  unlawful  for  an  air  carrier, 
without  prior  Board  approval,  to  “have  and  retain”  an 
officer  or  director  who  is  an  officer,  director,  member,  con¬ 
trolling  stockholder,  or  nominee  or  representative  of  ary 
other  person  who  is  a  common  carrier  or  is  engaged  in  ary 
phase  of  aeronautics.  Congress  could  scarcely  have  in¬ 
tended  to  give  the  Board  the  power  to  deal  with  completed 
relationships  involving  interlocking  directorates  and,  at 
the  same  time,  to  deny  it  the  capacity  to  screen  relation¬ 
ships  involving  control  by  ownership. 

Petitioner  next  argues  in  effect  that  even  if  Section  4C8 
applies,  the  principles  of  the  section  could  have  been  given 
full  effect  in  the  certification  proceeding,  so  that  no  addi¬ 
tional  proceeding  would  be  necessary.  Petitioner  urges  that 
the  Board’s  insistence  upon  Section  408  proceedings  is  un¬ 
reasonable  in  that  it  imposes  an  unnecessary,  additional 
technical  requirement  upon  certificate  applicants  who  aije 
affiliated  with  surface  carriers.  It  points  out  that  tl^e 
Board’s  power  in  passing  upon  an  application  for  a  certi¬ 
ficate  under  Section  401  carries  with  it  the  duty  to  deter¬ 
mine  whether  certification  is  in  the  public  interest.  It 
concedes  further — and  respondent  fully  agrees  with  the 
concession —  that  “in  determining  public  interest,  the 
Board  would  be  obligated  to  consider  every  relevant  feature 
of  the  statute,  including  Section  408”  (Pet.  Br.,  p.  41). 
See  American  President  Lines ,  et  al.,  Petition,  7  C.A.B.  799 
(1947) ;  United  States  v.  Rock  Island  Motor  Transport  Co., 
340  U.S.  419  (1951) ;  United  States  v.  Texas  and  Pacific 
Motor  Transport  Co.,  340  U.S.  450  (1951). 10 

We  believe  that  petitioner  cannot  escape  the  necessity  of 
Section  408  proceedings.  The  mandate  of  the  statute  i|s 


10  For  a  recent  application  by  the  Board  of  the  standards  of  Section  40S 
in  determining  whether  a  subsidiary  of  a  surface  carrier  should  be  issued 
operating  authority,  see  National  Air  Freight  Forwarding  Corporation,  ct  al 
v.  Civil  Aeronautics  Board,  No.  10630,  now  awaiting  argument. 
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clear.  It  explicitly  declares  that  certain  acquisitions  of 
control  *  ‘  shall  be  unlawful  unless  approved  by  order  of  the 
Board  as  provided  in  this  section ”  (emphasis  added).  Uni¬ 
formity  requires  that  the  provisions  and  procedures  of  the 
section  be  given  equal  application  to  all  such  acquisitions. 
It  is  Section  408,  moreover,  which  confers  plenary  authority 
on  the  Board  to  impose  conditions  in  approving  control  re¬ 
lationships  and  to  retain  continuing  jurisdiction  over  those 
relationships  (Section  408(b)).11  The  Board  has  invari¬ 
ably  dealt  with  control  problems  in  Section  408  proceed¬ 
ings  ;  by  the  same  token,  conditions  imposed  by  certificates 
of  public  convenience  and  necessity  have  been  invariably 
directed  to  matters  affecting  service  and  not  to  matters 
touching  control. 

As  indicated,  the  fact  that  an  application  for  certifica¬ 
tion  under  Section  401  may  present  issues  in  common  with 
an  application  for  approval  of  a  control  relationship  pursu¬ 
ant  to  Section  408  affords  no  basis  for  reading  the  latter 
Section  out  of  the  statute.  Nor  does  the  Board’s  view  that 
Section  408  applies  to  this,  as  it  does  to  all  control  rela¬ 
tionships,  place  an  unreasonable  burden  on  petitioner. 
Petitioner  could  have  filed  a  timely  application  for  approval 
of  the  control  relationship  and  moved  to  consolidate  that 
application  with  the  application  for  certification.  That  is 
the  customary  practice 12  and  one  that  has  been  followed  in 
proceedings  to  which  this  petitioner  was  a  party.13  Instead, 
petitioner  filed  a  belated  application  for  approval,  which, 

11  The  fact  that  a  particular  control  relationship  may  be  deemed  consis¬ 
tent  with  the  best  interests  of  a  subsidiary  carrier  and  of  air  transportation 
at  the  time  of  issuance  of  a  certificate  does  not,  of  course,  guarantee  that 
the  same  situation  will  continue  to  prevail. 

12  See  e.g.,  American  Export  Air.,  Trans- Atlantic  Service,  2  C.A.B.  16,  18 
(1940);  Waterman,  New  Orleans-San  Juan  Service,  8  C.A.B.  641  (1947); 
Hawaiian  Case,  7  C.A.B.  83,  84  (1946) ;  Texas  Oklahoma  Case,  7  C.A.B.  481, 
483  (1946);  New  England  Case,  7  C.A.B.  27,  74  (1946);  Southeastern  States 
Case,  7  C.A.B.  863,  898  (1947)  ;  North  Central  Case,  7  C.A.B.  639,  706  (1946) ; 
Mississippi  Valley  Case,  8  C.A.B.  726,  729  (1947) ;  Great  LaJccs  Area  Case, 
8  C.A.B.  360,  449  (1947). 

is  Petitioner  was  a  party  to  the  Southeastern  States  Case,  supra,  and  the 
Mississippi  Valley  Case,  supra. 
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by  its  terms,  sought  hearing  only  if  petitioner  should  bte 
certificated  (supra,  p.  3). 

Quite  apart  from  a  timely  Section  408  application,  peti¬ 
tioner  could  have  made  a  showing  at  the  certification  hear¬ 
ings  sufficient  to  enable  the  Board  to  make  a  prima  facie 
determination  that  it  would  be  able  to  approve  the  control 
relationship  upon  subsequent  filing  of  the  appropriate  ap¬ 
plication.  The  Examiner  recognized  that  the  question 
whether  the  control  relationship  could  be  approved  was  also 
relevant  to  whether  petitioner  should  be  certificated.  Ac¬ 
cordingly,  at  the  pre-hearing  conference,  applicants  were 
warned  that  the  Board  might  consider  control  relationships 
in  deciding  upon  certification  and  were  expressly  invited  t<)> 
make  a  full  record  which  would,  at  the  least,  enable  th^ 
Board  to  make  a  prima  facie  determination  of  control  ques¬ 
tions.14  And  petitioner  was  fully  aware  that  the  Board 
would  be  reluctant  to  certificate  any  carrier  whose  control 
relationships  were  suspect.15  Nevertheless,  as  is  shown  in 

i*  Applicants  which  were  surface  carriers  or  affiliated  with  surface  carrier} 
were  advised  of  the  statutory  standard  in  Section  408.  The  report  of  tho 
pre-hearing  conference  goes  on  to  state  (App.  36-37) : 

“Each  applicant  affiliated  with,  or  which  is,  a  surface  carrier  must,  of  course], 
make  its  own  determination  whether  it  will  undertake  to  offer  evidence  to 
meet  the  foregoing  statutory  standard.  If  it  elects  to  do  so,  it  is  suggested 
that  evidence  bearing  on  the  following  matters,  among  others,  be  offered: 

a.  Map  showing  the  existing  rail,  bus  or  steamship  routes  of  the  applicant 
or  its  affiliate  or  parent  company. 

b.  Evidence  of  the  integration  of  the  proposed  air  service  with  othc^ 
service  of  the  applicant  of  its  affiliate  or  parent  company,  including  schedule^ 
and  fares  of  proposed  air  and  existing  common  carrier  services  operated  by 
applicant  or  its  affiliate  or  parent  company. 

c.  Diversion  from  the  applicant's  other  common  carrier  services  if  it  is: 
authorized  to  operate  air  service. 

d.  Information  concerning  the  dual  management  of  applicant’s  existing 
operations  and  the  proposed  air  carrier  operations. 

c.  Information  concerning  the  extent  that  applicant  can  or  intends  tc 
utilize  the  facilities  of  any  common  carrier  it  owns,  is  affiliated  with  or  is: 
controlled  by.” 

is  In  its  brief  before  the  Examiner,  petitioner  stated  (App.  232) : 

“This  proceeding  will  ultimately  consist  of  second  stage:  the  joint  appli¬ 
cation  of  Continental  Southern  and  Transcontinental  for  approval  of  the 
acquisition  of  stock  of  the  former  by  the  latter;  in  connection  with  this 

(cont.  on  next  page) 
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the  section  of  this  brief  that  follows,  petitioner  failed  to 
present  evidence  upon  which  any  determination  favorable 
to  it  could  have  been  made.  Indeed,  we  do  not  understand 
that  any  claim  is  now  made  by  petitioner  that  it  made  such 
a  showing. 

£.  Assuming,  arguondo.  that  all  Issues  relating  to  petitioner's  status  could 
have  been  decided  in  the  certification  proceeding,  it  is  nonetheless  plain 
that  petitioner  failed  to  make  a  showing  at  the  certification  hearings  upon 
which  the  Board  could  have  decided  those  issues,  either  tentatively  or 
finally. 

It  is  petitioner’s  present  theory  that  a  Section  408  pro¬ 
ceeding  was  not  necessary  in  the  instant  case.  It  concedes, 
however,  that  the  Board  could  not  have  ignored  the  princi¬ 
ples  and  the  purposes  of  that  Section.  Thus,  petitioner 
states  that,  in  determining  “public  interest”  in  a  certifica¬ 
tion  proceeding,  “the  Board  would  be  obligated  to  consider 
every  relevant  portion  of  the  statute,  including  section  408” 
and  that  “a  surface  carrier  applying  directly  under  section 
401  for  an  air  route  franchise  may  still  be  subject  to  re¬ 
strictions  indicated  in  section  408”  (Pet.  Br.,  p.  41).  How¬ 
ever,  the  record  which  petitioner  made  in  the  certification 
proceedings  fails  utterly  to  satisfy  the  standards  of  Section 
408  or  to  provide  any  basis  for  concluding  that  the  Board 
could  have  waived  the  “restrictions  indicated”  in  that  Sec¬ 
tion.  The  Board’s  statement  that  it  was  “apparent  on  the 
face  of  the  situation”  that  there  were  substantial  unre¬ 
solved  questions  (App.  249)  is  undeniably  correct. 

A  primary  consideration  in  deciding  whether  a  surface 
carrier  should  be  permitted  to  enter  the  air  carrier  field  is 
whether  the  air  operations  will  be  “auxiliary  and  supple¬ 
mental”  to  the  surface  operations  (supra,  pp.  10, 11).  The 
applicability  of  this  test  can  no  longer  be  open  to  question 
in  light  of  the  recent  decisions  under  the  almost  identical 
provisions  of  the  Interstate  Commerce  Act  in  the  Rock 
Island  and  Texas  and  Pacific  Motor  Transport  cases,  supra . 

application  the  restrictions  of  section  408(b)  become  legal  restrictions. 
Naturally  the  Board  would  not  want  to  issue  a  certificate  to  Continental 
Southern  in  the  first  part  of  this  proceeding  if  it  suspected  that  the  acquisi¬ 
tion  application  would  be  denied.’ * 
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In  those  cases,  the  Court  held,  inter  alia,  that  the  Interstqt 
Commerce  Commission  properly  imposed  conditions 
motor  carrier  certificates  issued  to  railroad  subsidiari 
which  would  restrict  the  motor  operations  to  those  whi  3 
would  be  auxiliary  and  supplemental  to  the  rail  operation 
of  the  railroad  parent,  regardless  of  whether  such  mot 
carrier  certificates  were  issued  to  the  subsidiary  after  pro 
of  public  convenience  and  necessity  pursuant  to  the  cert 
cate  provisions  of  the  former  Motor  Carrier  Act  or  we 
acquired  from  an  existing  motor  carrier  by  the  railroad  su[ 
sidiary  in  an  acquisition  proceeding  under  that  Act. 
Court  also  upheld  the  extremely  restrictive  “auxiliary 
supplemental”  test  which  the  Commission  applies.18 

The  present  record  is  patently  deficient  of  evidence  sho-jv 
ing  that  the  air  operations  involved  would  be  auxiliary 


Th 
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is  The  Interstate  Commerce  Commission  applies  the  “auxiliary  and  sup¬ 
plemental’ ’  test  in  determining  whether  an  acquiring  carrier  can  use  “service 
by  motor  vehicle  to  public  advantage  in  its  operation.”  A  motor  service  is 
regarded  as  auxiliary  and  supplemental  to  rail  service  “when  the  railroad- 
affiliated  motor  carrier  in  a  subordinate  capacity  aids  the  railroad  in  its 
rail  operations  by  enabling  the  railroad  to  give  better  service  or  operate  more 
cheaply  rather  than,  independently  competing  with  other  motor  carriers.” 
United  States  v.  Rock  Island  Motor  Transit  Co.,  340  U.S.  at  p.  442.  Typhjal 
conditions  imposed  by  the  Interstate  Commerce  Commission  to  insure  that 
the  motor  carrier  operations  of  railroad-affiliated  motor  carriers  remain  aux¬ 
iliary  and  supplemental  to  the  operations  of  the  rail  parent  include  such 
requirements  that  motor  service  be  restricted  to  and  from  points  served  by 
rail,  that  shipments  be  billed  on  railroad  bills  of  lading  and  transported  at 
railroad  rates,  and  that  only  those  shipments  haring  a  prior  or  subsequent 
movement  by  rail  bo  transported  by  trucks.  In  general,  these  various  require¬ 
ments  limit  motor  carrier  operations  both  geographically  and  functionally, 
and  are  designed  to  insure  that  the  railroad  shall  not  compete  with  itself 
through  the  operation  of  motor  vehicles,  or  compete  with  other  motor  carriers 
to  any  greater  extent  than  it  could  compete  by  railroad.  See  United  Stages 
v.  Rock  Island  Motor  Transit  Co.,  supra;  United  States  v.  Texas  and  Pacific 
Motor  Transport  Co.,  supra. 

Although  the  Board  has  never  had  occasion  to  announce  all  of  the  specific 
factors  which  it  would  apply  in  determing  whether  a  proposed  air  operation 
was  auxiliary  and  supplemental  to  a  surface  operation,  it  stated  in  this  case 
that  the  test  is  “extremely  restrictive  and  only  those  limited  air  services 
which  are  auxiliary  and  supplemental  to  other  transport  operations,  and  are 
therefore  incidental  thereto,  can  meet  the  condition  laid  down  by  this  pro 
viso  [Section  408(b)]”  (App.  249).  Cf.  Acquisition  of  TACA  by  American 
Export  Air,  3  C.A.B.  216,  225  (1941). 
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supplemental  to  Transcontinental’s  bus  operations.  Peti¬ 
tioner’s  testimony  to  the  effect  that  the  proposed  air  oper¬ 
ations  would  be  “to  a  degree”  auxiliary  and  supplemental 
to  Continental  Southern  bus  operations  (App.  201-202)  is 
both  sketchy  and  equivocal.17  And  the  record  is  completely 
silent  with  respect  to  the  manner  in  which  the  proposed  air 
operations  would  be  integrated  with  the  Transcontinental 
bus  system,  except  for  general  statements  to  the  effect  that 
coordinated  operations  would  be  worked  out  at  a  later  date. 
Petitioner’s  vice-president  stated  that  he  had  not  made  any 
particular  study  concerning  possible  integration  of  air  oper¬ 
ations  with  Transcontinental’s  bus  operations  (App.  201), 
and  referred  questions  on  this  point  to  a  later  witness  (App. 
209).  This  witness,  in  turn,  stated  that  he  was  “not  fa¬ 
miliar  with  the  surface  carrier  operations  of  [Continental] 
Southern  bus  lines  and  its  affiliated  companies”  (App.  212). 

Another  vital  consideration  is  whether,  in  the  particular 
circumstances,  unified  control  of  different  transportation 
media  will  restrain  competition.  The  record  was  wholly 
inadequate  to  afford  a  basis  for  deciding  that  question. 
Transcontinental’s  competitive  position  in  the  transporta¬ 
tion  field  is  not  shown,  although  a  map  (admittedly  incom¬ 
plete,  App.  213)  of  its  extensive  bus  routes  was  introduced 
(App.  216  C).  It  is  also  notable  that  the  evidence  fails  to 
establish  the  ownership  of  Transcontinental,  although  one 
of  the  parties  to  the  companion  proceeding  included  in  its 
brief  to  the  Board  a  tabulation  of  stock  ownership  based 
on  various  reports  of  the  Interstate  Commerce  Commis¬ 
sion  (App.  519).  Those  reports  indicate  that  38  percent 
of  Transcontinental’s  stock  is  owned  by  a  subsidiary  of  the 
Atchison,  Topeka  &  Santa  Fe  Railway  Company,  and  that 
another  large  block  is  held  by  a  motor  carrier  subsidiary  of 
a  pipe  line  carrier.18  Petitioner’s  counsel  stated,  at  the  time 

17  An  examination  of  the  testimony  and  exhibits  offered  by  petitioner 
discloses  that  its  application  for  certification  was  rested  primarily  upon  a 
desire  to  engage  in  air  transportation,  and  a  showing  that  it  could  finance 
the  operations  and  would  hire  competent  personnel  to  work  out  the  operating 
details  at  a  later  date. 

is  See,  also,  the  excerpts  from  the  oral  argument  before  the  Board  at  App. 
550-554. 
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of  closing  oral  argument,  that  petitioner  would  offer  com¬ 
petent  evidence  bearing  on  the  question  of  control  of  Trans¬ 
continental  by  the  Santa  Fe19  when  petitioner’s  408  applica¬ 
tion  for  approval  of  its  relation  with  Transcontinental  was 
heard  (App.  554). 

It  is  evident  without  any  further  elaboration,  that  on  the 
basis  of  the  record  which  petitioner  made  at  the  certification 
hearings  the  Board  could  not  have  decided  in  favor  of  pet:.' 
tioner — even  as  a  prima  facie  matter — the  control  issues  in 
the  case.  As  noted,  supra,  p.  18,  it  does  not  appear  that 
petitioner  disputes  this  conclusion. 

C.  Tlx*  situation  is  nowise  altered  by  the  transfer  application  filed  by 
petitioner  and  Transcontinental. 

After  the  Board  hearings  in  this  and  the  companion  cas^ 
had  been  completed,  petitioner  and  Transcontinental  filed  an 
application  under  Section  401  (i)  of  the  Act20  for  transfer 
to  Transcontinental  of  any  certificates  issued  to  Continental 
Southern.  This  application  was  filed  notwithstanding  the 
fact  that  the  entire  hearings  had  been  conducted  on  the 
premise  that,  if  petitioner  were  certificated,  petitionej: 
would  conduct  the  day-to-day  operations  over  the  proposed 
routes  (App.  202,  206,  462). 

Petitioner’s  theory  was  that  a  transfer  of  the  certificates 
would  enable  it  to  avoid  the  impact  of  the  second  proviso 
of  Section  408(b),  which  relates  to  control  of  an  air  carried 
by  a  parent  surface  carrier.  The  application  for  transfeif 
takes  the  position  that  if  the  certificates  are  placed  in  th^ 
name  of  Transcontinental,  Transcontinental  will  be  botl} 
the  surface  carrier  and  the  air  carrier,  and  there  will  be  no 
parent-subsidiary  relationship  (App.  416-421).  We  thinly 
it  too  plain  for  argument  that  the  Board  was  warranted  in 
finding  that  this  attempt  at  evasion  of  the  statute’s  purposes 
need  not  be  approved  as  being  in  the  “public  interest”,  and 


is  Petitioner’s  offer  of  affidavits  on  that  subject  was  rejected  (App.  554). 
20  Section  401  (i)  (52  Stat.  9S7,  49  U.S.C.  4S1  (i) )  declares,  “Jib  certificate 
may  be  transferred  unless  such  transfer  is  approved  by  the  Board  as  being 
consistent  with  the  public  interest.” 
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that  it  sufficiently  explained  its  reasons  for  refusal  to  ap¬ 
prove  the  transfer  (Cf.  Pet.  Br.  48;  Section  8(b)  of  Admin¬ 
istrative  Procedure  Act). 

In  addition,  there  are  serious  defects  in  petitioner’s 
theory.  As  the  Board  observed,  by  way  of  dictum  (App. 
251),  Section  408  is  doubtless  broad  enough  to  cover  the 
relationship  between  a  parent  air  carrier  (which  Trans¬ 
continental  would  become,  if  certificated)  and  a  subsidiary 
surface  carrier  (Continental  Southern),  as  well  as  the  con¬ 
verse  relationship.  Moreover,  it  would  appear  that  certi¬ 
fication  of  Transcontinental  would  have  necessitated  a  con¬ 
trol  proceeding  to  determine  (1)  whether  Transcontinental 
was  controlled  by  the  Santa  Fe  Railway,  or  other  common 
carriers  and  (2)  if  so,  whether  such  control  relationships 
could  be  approved  as  consistent  with  the  second  proviso  in 
408(b).21 

Even  if  we  were  to  suppose  for  the  moment  that  Trans¬ 
continental  controlled  no  other  common  carrier  and  was 
controlled  by  none,  still  the  record  would  afford  no  basis  for 
certificating  Transcontinental  or  approving  the  transfer  of 
a  certificate  to  it.  Petitioner  admits  (Pet.  Br.,  pp.  42-43) 
that  the  Board  would  still  have  been  “justified,  if  not  obli¬ 
gated,  to  consider  the  fact  that  the  transferee  was  a  sur¬ 
face  carrier — in  the  same  manner  that  the  Board  under 
the  rule  of  the  American  President  Lines  Case  is  bound  to 
consider  such  fact  in  a  Sec.  401(d)  application  for  a  new 

si  The  Interstate  Commerce  Commission  had  held  that,  although  the  Santa 
Fe  subsidiary  was  the  largest  stockholder  in  Transcontinental,  Transconti¬ 
nental  nevertheless  was  not  controlled  by  the  Santa  Fe  because  two  other 
groups  of  stockholders  held  almost  equally  large  blocks  of  stock  and  because 
only  two  of  the  nine-man  board  of  directors  of  Transcontinental  represented 
the  Santa  Fe.  Transcontinental  Bus  System ,  Inc.-Control-Contincntal,  50 
M.C.C.  305.  One  member  of  the  Commission  dissented  on  this  point,  and 
another  was  of  the  view  that  the  ‘‘usual  conditions”  relating  to  the  approval 
of  control  over  motor  carriers  by  railroads  be  imposed  to  guard  against  any 
future  possibility  that  Transcontinental  would  be  operated  in  the  interest 
of  the  competing  railroad.  50  M.C.C.  at  page  311.  In  approving  the  control 
of  petitioner  by  Transcontinental,  Division  4  relied  primarily  upon  the  prior 
finding  by  the  majority  of  the  full  Commission  that  the  Santa  Fe  did  not 
control  the  Transcontinental  Bus  System.  Unpublished  report  in  I.C.C. 
Docket  MC-4108,  dated  August  19,  1949.  The  Board  is  not,  of  course,  bound 
by  these  determinations. 
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route  certificate.’ ’  If  petitioner,  as  it  now  asserts,  merely 
was  requesting  the  Board  to  consider  in  a  transfer  pro¬ 
ceeding  the  same  issues  which  would  have  been  considered 
in  a  408  proceeding,  we  perceive  no  reason  why  petitioner 
should  now  insist  that  a  transfer  proceeding  rather  than  a 
Section  408  proceeding  should  have  been  held.  No  possible 
prejudice  to  petitioner  can  be  ascribed  to  what  petitioner 
now  views  merely  as  the  choice  of  one  of  two  procedures. 
The  issues  in  either  type  proceeding  would  have  been  sub¬ 
stantially  identical,  and  some  further  proceedings  would 
have  been  required  in  any  event  because  of  petitioner’s 
failure  to  make  an  adequate  record  (See  Point  I  B,  1 
supra ,  p.  18). 22 

D.  Ob  cmy  theory,  certification  of  petitioner  would  have  required  additional 
proceedings.  Petitioner  is  solely  responsible  for  its  failure  to  make  an 
adequate  record  in  the  first  instance.  The  Board  was  fully  Justified  in 
considering  the  effect  of  delay  upon  the  public  interest  and  in  awarding 
the  certificate  to  a  qualified  applicant  which  was  unconditionally  ready. 

The  Board  held  that  control  issues  must  be  resolved  in 
a  Section  408  proceeding.  Petitioner  appeared  to  share 
that  view  during  the  course  of  the  administrative  proceed¬ 
ings.  But  instead  of  filing  a  timely  application  for  appro¬ 
val  of  its  control  relationship  with  Transcontinental  and 
consolidating  that  application  with  its  application  for  cer¬ 
tification,  petitioner  waited  until  the  certification  hearings  j 
were  completed  before  filing  its  application  under  Section 
408,  and  then  requested  hearing  upon  its  application  only 
in  the  event  that  the  Board  should  decide  to  certificate  it. 
Even  at  that  late  stage  of  the  proceedings  it  did  not  see 
fit  to  request  consolidation  so  as  to  expedite  the  entire  pro¬ 
ceeding,  but  adopted  a  course  that  could  only  be  produc¬ 
tive  of  delay  if  the  Board  decided  the  certification  question 
in  its  favor  (see  e.  g.  App.  554).  Petitioner  now  contends 
that  Section  408  was  not  applicable  in  the  first  place,  and 
that,  insofar  as  control  issues  were  relevant,  they  should 

22  Tho  Board  would  have  been  required  to  have  a  full  record  concerning 
Transcontinental’s  operations  and  activities  in  a  transfer  proceeding  if  for 
no  other  reason  than  to  determine  tho  extent  of  operating  authority  which 
could  be  transferred  to  Transcontinental.  See  United  States  v.  Bock  Island 
Motor  Transit  Co.,  340  U.S.  419,  449  (1951). 
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have  been  decided  in  the  Section  401  (certification)  pro¬ 
ceeding.  But,  as  demonstrated  above,  petitioner  com¬ 
pletely  failed  to  make  a  record  upon  which  those  issues 
could  have  been  decided  in  its  favor.  Indeed,  the  evidence 
offered  by  the  petitioner  was  wholly  inadequate  to  enable 
the  Board  to  make  a  prima  facie  determination  on  the  sub¬ 
ject  of  the  control  relationship. 

Petitioner  argues  that,  even  if  further  proceedings  were 
necessary,  “the  delays  incident  thereto  cannot  be  made  the 
basis  for  denying  petitioner’s  application”  (Br.,  p.  49). 
This  argument  would  seem  to  preclude,  as  a  matter  of  law, 
any  consideration  of  the  public  interest  which  the  Board 
specifically  found  to  require  prompt  inauguration  of  air 
service  (App.  249-250).  The  argument  is  obviously  un¬ 
tenable.  Even  if  petitioner  had  not  been  responsible  for 
its  failure  to  avail  itself  of  the  procedures  open  to  it  to 
make  a  timely  presentation  of  the  Section  408  issues  to  the 
Board,  the  public  interest  in  getting  air  service  started 
promptly  would  justify  denying  petitioner’s  application. 
In  any  event,  petitioner  was  directly  responsible  for  the 
deficiencies  in  its  case.  It  was  put  on  notice  of  the  im¬ 
portance  and  relevance  of  control  matters  as  early  as  the 
pre-hearing  conference  but  failed  to  make  the  factual 
showing  so  pointedly  invited  at  that  conference  {supra, 
p.  17). 

Petitioner  also  argues  that,  in  the  past,  Section  408  pro¬ 
ceedings  “have  been  greatly  expedited,”  and  that  the 
delay  might  only  have  been  “a  delay  of  a  few  months” 
(Br.,  p.  50).  The  truth  is  that  few  questions  to  which  the 
Board’s  jurisdiction  extends  present  problems  of  such  dif¬ 
ficulty  and  complexity  as  those  involving  control  relation¬ 
ships  between  different  types  of  carriers.  Contested  cases 
involving  control  issues  are  invariably  prolonged.  As  the 
Board  noted,  in  the  instant  cases  those  issues  were  “sub¬ 
stantial.”  It  would,  for  example,  require  detailed  and 
specific  evidence  to  satisfy  the  requirement  that  proposed 
air  operations  would  be  auxiliary  and  supplemental  to 
Transcontinental’s  extensive  bus  operations.23  Similarly, 


23  With  reference  to  the  problems  involved  in  the  application  of  the 
“ auxiliary  and  supplemental”  tests,  see  note  16,  supra ,  p.  19. 
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the  effect  of  unified  control  upon  competition  could  only  be 
appraised  on  a  full  record  of  the  activities  and  operations 
of  petitioner’s  parent  and  its  affiliates. 

Petitioner  also  argues  (Br.,  p.  50)  that  the  Board  coulc 
have  heard  its  408  application  in  the  months  immediately 
preceding  the  Board’s  decision.  We  have  noted  that  peti¬ 
tioner’s  application  only  requested  a  hearing  “provided 
that  Continental  Southern  Lines  Inc.,  is  awarded  a  cer¬ 
tificate”  (App.  401).  In  any  event,  however,  the  Board 
was  scarcely  in  a  position  to  know  the  deficiencies  in  the 
case  which  petitioner  presented  until  the  matter  reached 
it  for  decision. 

Petitioner  has  no  excuse  whatever  for  its  failure  to  fol¬ 
low  the  procedures  open  to  it  and  to  make  an  adequate 
record  in  the  first  instance.  By  the  same  token,  petitioner 
had  no  right  to  insist  that  the  public  be  denied  air  trans¬ 
portation  service  for  which  there  was  urgent  need,  and 
that  the  disposition  of  applications  filed  by  carriers  who 
had  fully  met  the  statutory  standards  be  held  in  abeyance. 
It  is  one  thing  to  say  that  the  Board  has  the  power  to 
postpone  the  consideration  of  a  control  issue  until  affer 
the  completion  of  a  certification  proceeding.  See  Pan 
American  Airways  Co.  v.  Civil  Aeronautics  Board ,  121  F. 
2d  at  816.  It  is  quite  another  matter  to  say  that  it  must 
do  so  where  (1)  in  the  Board’s  considered  judgment,  it  is 
in  the  public  interest  that  air  service  be  initiated  as  quickly 
as  possible;  (2)  there  are  applicants  which  have  fully  es¬ 
tablished  their  qualifications;  and  (3)  the  complaining  car¬ 
rier  has  been  put  on  direct  notice,  at  the  outset  of  the  cer¬ 
tification  proceeding,  concerning  the  importance  and  rele¬ 
vancy  of  the  control  question  and  has  been  invited  to  sub¬ 
mit  its  proof  on  the  subject  (App.  35-37),  but  has  failed  to 
introduce  evidence  which  would  enable  the  Board  to  make 
a  prima  facie  determination  that  the  control  relationship 
could  be  legally  approved.  Petitioner  recognized  that, 
“naturally  the  Board  would  not  want  to  issue  a  certificate 
to  Continental  Southern  in  the  first  part  of  this  proceeding 
if  it  suspected  that  the  acquisition  application  would  be  de¬ 
nied”  (App.  232).  We  agree,  and  add  that  petitioner  did 
nothing  to  allay  the  suspicion  that  the  control  relationship 
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would  have  to  be  disapproved.  Petitioner,  having  been  ac¬ 
corded  full  opportunity  to  make  out  a  prima  facie  case  on 
the  control  issue  but  having  signally  failed  to  do  so,  cannot 
be  heard  to  complain  that  the  Board  granted  another’s  ap¬ 
plication,  or  that  it  “prejudged”  petitioner’s  status  under 
Section  408  (Pet.  Br.,  p.  49). 

E.  Petitioner's  attack  upon  the  qualifications  of  the  successful  applicant  (Ozark 

Airlines.  Inc.)  has  no  foundation. 

Assuming,  without  conceding,  that  petitioner  has  stand¬ 
ing  to  challenge  the  qualifications  of  the  successful  appli¬ 
cant,  Ozark  Airlines,  Inc.,24  it  is  nonetheless  plain  that  the 
Board’s  finding  that  Ozark  was  “fit,  willing  and  able”  is 
supported  by  substantial  evidence. 

Petitioner’s  attack  is  two  fold.  It  contends  that  Ozark 
should  have  been  found  unfit  because  (1)  it  did  not  propose 
to  operate  twin-engine  aircraft,  the  type  of  operation  found 
by  the  Board  to  be  in  the  public  interest,  and  (2)  it  did  not 

-*  The  Board  found  that  Continental  Southern  was  no  more  “fit,  willing 
and  able  to  operate  any  of  the  Parks  routes  than  the  other  applicants”  (App. 
250).  See  also  App.  24C,  247,  252.  Petitioner’s  contrary  view  that  it  is 
the  carrier  “most  qualified”  to  perform  the  sendee  involved  (Pet.  Br.  50) 
is  not  borne  out  by  the  record.  An  examination  of  the  testimony  of  peti¬ 
tioner’s  witnesses  and  exhibits  will  disclose  that  petitioner’s  case  rested 
primarily  upon  a  desire  to  engage  in  air  transportation,  and  a  showing  that 
it  could  finance  the  operations  and  would  hire  competent  personnel  to  work 
out  the  operating  details  at  a  later  date.  Petitioner  did  not  have  any  prior 
aviation  experience  or  organizational  basis  for  the  conduct  of  air  operations 
superior  to  that  of  the  other  applicants,  nor  did  its  exhibits  and  testimony 
reflect  any  greater  understanding  or  knowledge  of  air  transportation  prob¬ 
lems  than  that  possessed  by  other  applicants.  Financial  ability  is  not  the 
sole  criterion  to  be  considered.  Cf.  Scripps-Howard  Radio  Inc.  v.  Federal 
Communications  Commission,  —  App.  D.C.,  —  F.  2d  —  (May  10,  1951). 
There  is  no  reason  to  suppose  that,  if  Ozark  had  been  rejected,  the  Board 
would  have  certificated  Continental  Southern,  despite  all  the  delays  and  con¬ 
tingencies  that  would  have  been  incident  thereto,  rather  than  one  of  the  appli¬ 
cants  which  had  fully  made  out  its  case.  And  since  it  cannot  be  demon¬ 
strated  that  the  grant  to  Ozark  compelled  the  denial  of  petitioner’s  applica¬ 
tion,  petitioner  would  appear  to  lack  standing  to  challenge  Ozark’s  fitness. 
Simmons  v.  Federal  Communications  Commission,  79  App.  D.C.  264,  145  F.  2d 
578  (1944) ;  Simmons  v.  Federal  Communications  Commission,  83  App.  D.C. 
262,  169  F.  2d  670  (1948),  cert.  den.  335  U.S.  846  (1948). 
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demonstrate  its  ability  to  finance  its  operations.25  Neither 
contention  has  merit. 

To  begin  with,  the  Board  did  not  find,  as  petitioner’s 
brief  suggests,  that  only  those  applicants  unqualifiedly  pro|- 
posing  to  conduct  twin-engine  operations  would  be  certifi¬ 
cated.  The  Board  excluded  from  consideration  only  those 
applicants  “whose  ability  to  inaugurate  service  *  *  7 

is  limited  *  *  *.  to  small  single-engine  aircraft 

#  *  *”  (App.  246;  emphasis  added).  The  ability  to  com 

duct  twin-engine  operations,  and  not  an  unqualified  pro! 
posal  to  conduct  such  operations  exclusively,  was  the  cru¬ 
cial  factor  in  the  Board’s  judgment.  Moreover,  there  i^ 
no  legal  requirement,  as  petitioner  erroneously  contends, 
that  a  carrier  must  unequivocally  propose  twin-engine  op¬ 
erations  before  it  may  be  found  fit  to  conduct  such  opera-j 
tions.  Civil  Aeronautics  Board  v.  State  Air  Lines ,  338 
U.  S.  572  (1950). 26 

Ozark’s  proposals  were  nowise  inconsistent  with  the 
Board’s  conclusion  that  Ozark  was  able  to  utilize  twin- 
engine  equipment,  and  Ozark  in  fact  submitted  an  alter¬ 
nate  plan  of  operations  with  twin-engine  equipment,  as 
both  the  Board  and  its  Examiner  found  (App.  247,  343, 
344).  The  record  plainly  shows  that  Ozark  proposed  to 
use  either  Cessna  (single-engine)  or  DC-3  (twin-engine) 
equipment,  depending  upon  the  nature  of  existing  airport 
facilities  at  the  time  operations  were  begun  and  upon  the 
Board’s  view  as  to  the  type  of  service  desired  (App.  43, 


23  No  challenge  is  made  •with  respect  to  Ozark ’s  qualifications  in  other 
particulars. 

20  In  this  case  Piedmont  specifically  proposed  single-engine  passenger 
operations  over  certain  routes,  and  single-engine  property  pickup  operations 
over  other  routes.  This  Court  rejected  the  Board’s  argument  that  Piedmont’s 
demonstrated  ability  to  finance  and  conduct  single-engine  operations  also 
demonstrated  its  ability  to  conduct  twin-engine  operations,  accepted  State’s 
contrary  argument,  similar  to  the  one  here  advanced  by  petitioner,  excluded 
from  consideration  the  pickup  routes  proposed  by  the  carrier  (174  F.  2d  at 
p.  514)  and  found  that  Piedmont’s  single-engine  proposal  did  not  qualify  it 
to  conduct  twin-engine  operations  over  mountainous  terrain  (174  F.  2d  at  p. 
517).  Substantially  the  same  arguments  were  made  to  the  Supreme  Court 
as  were  made  to  this  Court  on  this  point  (See  pp.  70-74  of  State’s  brief,  pp. 
48-49  of  the  Board’s  brief).  The  Supreme  Court  held  that  the  Board’s  de¬ 
termination  of  Piedmont’s  fitness  and  ability  was  supported  by  substantial 
evidence  (338  U.S.  at  page  582). 


28 


76,  84,  85,  86).  Ozark’s  witnesses  indicated  which  of  the 
proposed  routes  had  airport  facilities  adequate  to  handle 
twin-engine  traffic  (App.  41),  and  stated  that  it  was  entirely 
possible  that  Ozark  would  commence  service  over  those 
routes  with  DC-3’s  (App.  56).  Estimates  of  operating 
costs  anticipated  revenues  and  capital  requirements,  based 
on  the  use  of  DC-3  equipment,  w’ere  offered  (App.  176-177). 
The  testimony  of  Ozark’s  president  shows  (App.  56-57), 
and  the  Board  found  (App.  247),  that  the  speed  of  the 
Cessna  aircraft,  for  which  schedules  were  submitted,  was 
approximately  the  same  as  the  speed  of  DC-3  aircraft,  and 
that  these  schedules  could  be  regarded  as  equally  appli¬ 
cable  to  DC-3  operations.  The  record  also  shows  that  the 
parties  to  the  Board’s  proceedings  wTere  fully  aware  that 
Ozark  w*as  proposing  the  use  of  DC-3  aircraft  as  an  alter¬ 
nate  proposal  (App.  60,  63,  64). 

So  far  as  financing  is  concerned,  the  Examiner  estimated 
that  a  carrier  would  need  $1,150,000  to  $1,300,000  in  order 
to  operate  the  routes  in  question  (App.  252).  The  Board 
regarded  this  figure  as  high,  stating  (App.  252) : 

This  estimate  was  arrived  at  on  a  route-mileage  basis 
and  contemplates  the  full  ultimate  operation  of  the 
routes.  It  is  our  belief  that  the  estimate  is  higher  than 
would  be  necessary  for  the  carrier  actually  to  get  into 
operation,  particularly  in  view  of  the  fact  that  several 
cities  on  the  routes  cannot  now  be  served  because  of 
inadequate  airports. 

The  Board  found  that,  in  any  event,  Ozark  had  adequately 
demonstrated  that  it  could  meet  estimated  capital  re¬ 
quirements. 

Ozark  showed  that  it  had  stock  subscriptions  totaling 
$260,000  (App.  181).  Certified  checks  for  $160,000  were 
shown  at  the  hearing  (App.  70,  88,  91-92,  308)  and  it  was 
shown  that  the  subscriber  for  the  remaining  $100,000  was 
fully  able  to  meet  his  obligation  (App.  92,  192-193).  It 
was  shown  further  that  a  bank  had  expressed  its  willing¬ 
ness  to  lend  the  carrier  $400,000  upon  collateral  consisting 
primarily  of  aircraft  and  equipment  (App.  181,  182,  94, 
101).  The  remaining  amount  of  capital  required  w’as  to 


29 


be  obtained  through  the  sale  of  additional  stock  (App.  93) 
Ozark’s  vice-president  testified  that  the  subscribers  to  th|j 
initial  stock  issue  were  “  prepared  and  willing  and  able  to 
supply  the  additional  capital”  (App.  94).  Their  abilitjr 
to  put  up  the  funds  was  confirmed  by  the  testimony  and  by 
Dun  and  Bradstreet  reports  respecting  their  financial 
standing  (App.  92,  93,  99-103,  192-198).  The  Board  also 
took  into  account  that  several  of  the  subscribers  “havfe 
successfully  carried  through  other  transportation  projects 
and  have  experience  in  aviation”  (App.  254). 

This  evidence  was  plainly  adequate  to  warrant  a  findin. 
that  a  reasonable  likelihood  existed  that  Ozark  could  rais 
the  necessary  capital.  Indeed,  on  strikingly  similar  evi 
dence  a  Board  determination  that  Piedmont  Airlines  wai 
financially  fit  and  able  was  sustained  by  the  Suprem^ 
Court  in  Civil  Aeronautics  Board  v.  State  Airlines,  Inc.\ 
338  U.  S.  572  (1950).  Cf.  Panhandle  Eastern  Pipe  Lin ^ 
Co.  v.  Federal  Power  Commission,  83  App.  D.  C.  297,  169 
F.  2d  881,  883  (1948),  cert,  den.,  335  U.  S.  854  (1948).  Nd 
more  was  necessary.  There  is  no  legal  requirement  that 
an  air  carrier  must  have  in  hand  stock  subscriptions  or 
other  firm  commitments  for  funds  equal  to  its  entire  capi¬ 
tal  needs,  before  it  can  be  found  qualified  for  certification, 
Braniff  Airways  v.  Civil  Aeronautics  Board,  79  App  D  C 
341,  147  F.  2d  152  (1945). 27 


sr  In  Braniff,  Essair,  the  successful  applicant,  proposed  to  finance  its 
operations  by  the  sale  of  stock  after  it  had  been  certificated.  Braniff  con¬ 
tended  that  the  applicant,  if  it  should  not  have  the  money  actually  in  the 
bank,  should  have  unequivocal  and  undisputed  means  of  obtaining  the  neces¬ 
sary  capital'’  (Braniff 's  brief  in  Case  No.  8722,  p.  27).  The  Board,  in  its 
brief  (pp.  22-25),  pointed  out  that  the  certainty  of  federal  financial  subsidy 
in  the  form  of  mail  pay  assures  the  ability  of  a  newly  certificated  airmail 
carrier  to  obtain  necessary  capital,  and  that  the  standard  of  financial  ability 
under  the  Civil  Aeronautics  Act  is  primarily  one  of  managerial  ability  and 
integrity,  and  only  secondarily  of  capital  actually  on  hand  (see  Section  406  of 
the  Act,  52  Stat.  998,  49  IT.S.C.  486).  Any  other  view  would  preclude  small 
aviation  enterprises  from  certification,  and  would  insure  that  only  large  exist¬ 
ing  carriers  or  concerns  would  be  able  to  obtain  authority  to  engage  in  air 
transportation.  The  Court  apparently  agreed  with  the  Board's  views  since 
it  upheld  the  Board’s  determination  that  Essair  was  financially  fit. 
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II.  The  Board  Properly  Denied  Petitioner's  Application  in  the 

Reopened  Mississippi  Valley  and  Southeastern  States  Cases 

In  this  case  (No.  10,812),  the  Board  found  that  the  estab¬ 
lishment  of  two  additional  routes  was  in  the  public  interest 
and  that  Southern  Airways,  Inc.,  was  the  best  qualified  ap¬ 
plicant  to  perform  service  over  those  routes.  Applications 
of  other  carriers  were  accordingly  denied. 

Insofar  as  petitioner  was  concerned,  the  Board  also  held 
that  the  delays  and  contingencies  which  would  have  been 
incident  to  certificating  it,  resulting  from  the  very  same 
considerations  discussed  in  the  Parks  Investigation  Case, 
furnished  a  separate  and  additional  ground  for  denying 
its  application  (App.  725-726).  In  the  present  case,  also, 
petitioner  failed  to  seek  approval  of  the  control  relation¬ 
ship  until  after  the  certification  hearings  were  completed, 
and  failed  to  introduce  evidence  in  the  course  of  those  hear¬ 
ings  upon  which  the  Board  could  have  made  a  pr\ima  facie 
determination  that  the  control  relationship  could  legally 
be  approved.28  By  failing  to  make  an  adequate  showing  in 
the  first  instance,  petitioner  assumed  the  risk  that  the 
exigencies  of  public  need  for  service  would  cause  the  Board 
to  certificate  a  carrier  which  was  unconditionally  ready 
(App.  726).  If  the  Board  was  correct  in  denying  petition¬ 
er’s  application  in  the  Parks  case,  as  we  think  it  clearly  was 
(Point  I,  A-D,  supra),  it  is  equally  plain,  without  more, 
that  the  denial  of  petitioner’s  application  here  -was  proper. 

We  point  out  further,  however,  that,  entirely  apart  from 
the  question  of  control,  it  would  have  been  necessary  to 
deny  petitioner’s  application  in  this  case.  This  is  so  be¬ 
cause  (1)  the  routes  selected  by  the  Board  were  proper, 
and  (2)  the  Board’s  determination  that  those  routes  were 
not  extensive  enough  to  warrant  their  operation  as  a 

28  Tho  application  to  the  Interstate  Commerce  Commission  for  approval  of 
the  contract  whereby  Transcontinental  would  acquire  Continental  Southern’s 
stock  was  filed  on  March  1,  1949  (App.  229,  589).  Petitioner’s  application 
for  a  certificate  in  this  case  was  heard  between  March  14  and  March  18,  1949 
(App.  15).  An  officer  of  Transcontinental  testified  in  support  of  petitioner’s 
application  and  pledged  Transcontinental’s  financial  assistance  (App.  461- 
462).  But  no  application  for  the  Board’s  approval  of  the  control  relation¬ 
ship  was  sought  until  March  7,  1950  (App.  397).  And  petitioner  withheld 
its  evidence  bearing  on  that  issue  (App.  553). 
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separate  feeder  system29  was  correct.  As  we  shall  show^ 
petitioner’s  attack  upon  these  two  propositions  cannot  be 
sustained. 

Since  there  are  two  independent  grounds  for  denying 
petitioner’s  application,  petitioner  apparently  lacks  stand-i 
ing  to  challenge  the  fitness  of  the  successful  applicant.3^ 
We  shall  nonetheless  show’  that  petitioner’s  remaining  con¬ 
tention — that  the  Board  erred  in  finding  Southern  Airways 
financially  fit — is  also  without  merit. 

A.  The  Board's  selection  of  routes  in  the  Mississippi  Valley  and 
Southeastern  States  area  was  proper 

In  its  original  decision  in  the  Mississippi  Valley  Case, 
8  C.A.B.  726  (1947),  the  Board  indicated  that  a  need  ex¬ 
isted  for  local  feeder  routes  extending  between  Memphis 
and  New  Orleans,  via  various  points  in  Mississippi  and 
Louisiana;  between  various  other  points  in  Mississippi; 
and  between  Mobile  and  New  Orleans  (App.  585).  Ap¬ 
plicants  in  the  instant  proceeding,  including  petitioner,  pro¬ 
posed  routes  designed  to  meet  that  need  and,  additionally, 
proposed  certain  other  routes.  The  Examiner  recom¬ 
mended  a  route  pattern  substantially  larger  than  that  sug¬ 
gested  by  the  Board  in  the  Mississippi  Valley  Case.  In 
addition  to  recommending  two  routes  largely  conforming 
to  the  Board’s  earlier  proposal,  he  recommended  two  ad¬ 
ditional  routes  within  Louisiana — one  of  them  to  extend 
from  Shreveport  to  Monroe,  via  various  intermediate 
points,  including  Lake  Charles;  the  other  to  extend  from 
Lake  Charles  to  New  Orleans,  via  various  intermediate 
points  (App.  693-694).  Petitioner’s  application  was 
broad  enough  to  cover  the  route  system  recommended  by 
the  Examiner  (App.  436-438). 

For  reasons  fully  developed  in  its  report  (App.  706-737), 
the  Board  concluded  that  the  extensive  system  proposed  by 
the  Examiner  was  not  required  by  the  public  convenience 
and  necessity,  and  it  determined  that  only  two  new  routes, 

2°  Southern  Airways,  Inc.,  the  successful  applicant,  already  operated  routes 
in  the  territory  involved,  which  could  be  integrated  with  the  newly  approved 
routes  (App.  727-731). 

30  See  note  24,  supra,  p.  26,  and  App.  726-727. 
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rather  than  four,  should  be  approved.  The  two  routes 
approved  correspond  largely  with  those  for  which  need 
was  indicated  in  the  Mississippi  Valley  Case;  they  extend 
from  Memphis  to  New  Orleans  and  from  Columbus,  Miss., 
to  Mobile  (App.  736).  The  petition  for  review  requests 
the  Court  to  find  that  the  two  Louisiana  routes  which  were 
recommended  by  the  Examiner,  but  not  approved  by  the 
Board,  should  also  have  been  certificated  (App.  23). 

Petitioner’s  brief,  however,  does  not  attempt  to  show 
that  the  two  Louisiana  routes  recommended  by  the  Exam¬ 
iner  were  necessary.  Petitioner  confines  itself  to  the  ar¬ 
gument  that  two  segments  of  one  of  the  Louisiana  routes 
recommended  by  the  Examiner  are  economically  stronger 
than  two  segments  of  one  of  the  routes  approved  by  the 
Board.  Specifically,  it  argues  (Pet.  Br.,  pp.  24-26)  that 
there  is  more  traffic  potential  between  Lake  Charles  and 
Monroe  (part  of  the  Shreveport-Monroe  route  recommend¬ 
ed  by  the  Examiner)  than  between  Mobile  and  Jackson  (part 
of  the  Columbus-Mobile  route  approved  by  the  Board) ; 
and,  similarly,  petitioner  urges  that  there  is  a  greater 
potential  between  Lake  Charles  and  Shreveport  (another 
segment  of  the  proposed  Shreveport-Monroe  route)  than 
between  Columbus  and  Jackson  (another  segment  of  the 
approved  Columbus-Mobile  route).  From  this  it  con¬ 
cludes,  without  more,  that  the  Board  erred.  The  defect  in 
the  argument  is  that  it  completely  overlooks  the  fact  that 
public  convenience  and  necessity  is  not  to  be  determined 
by  any  one  factor  but  “from  the  infinite  variety  of  circum¬ 
stances  which  may  occur  in  specific  instances,”  Interstate 
Commerce  Commission  v.  Parker ,  326  U.  S.  60,  65  (1945). 
On  petitioner’s  theory,  the  Board  would  have  to  certificate 
isolated  route  segments  in  complete  disregard  of  the  prac¬ 
ticalities  of  air  transportation,  which  require  a  coordinated 
and  cohesive  route  pattern  affording  opportunity  for  max¬ 
imum  utilization  of  equipment  and  maximum  efficiency  of 
maintenance  and  operation.  The  routes  which  the  Board 
approved  are  integrated  with  and  serve  to  strengthen  the 
routes  of  an  existing  carrier  in  the  area  affected  (see  App. 
459,  460,  467,  714) — an  entirely  different  situation  from 
that  existing  where  a  far-flung  system  is  sought  to  be  es- 
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tablished  for  the  purpose  of  providing  service  over  short 
isolated  segments. 

So  far  as  the  entire  route  pattern  in  the  Louisiana  area 
is  concerned,  it  is  clear  that  the  Board  was  warranted  in 
finding  that  the  routes  recommended  by  the  Examiner  were 
not  necessary.  Existing  transportation  facilities  within 
the  area  were  reasonably  adequate,  as  witnessed  by  the 
position  of  the  Post  Office  Department  that  additional  air 
service  was  not  required  for  the  needs  of  the  postal  serv¬ 
ice  (App.  545-546).  As  the  Board  pointed  out,  all  except 
one  of  the  points  on  the  proposed  Slireveport-Monroe  route 
(the  route  embracing  the  segments  about  which  petitioner 
complains)  presently  receive  air  service  (App.  719-720). 
Available  traffic  data  as  to  points  not  receiving  reasonably 
direct  air  service  did  not,  in  the  Board’s  judgment,  reflect 
a  strong  need  for  air  transportation  and  did  not  justify 
certificating  a  route  which  would  require  substantial  sums 
of  mail  pay  for  its  support  (App.  720-721).  With  refer¬ 
ence  to  the  Lake  Charles-New  Orleans  route  recommended 
by  the  Examiner,  the  Board  found  that  it  duplicated  East¬ 
ern  Air  Lines’  adequate  service  between  those  points,  ex¬ 
cept  that  the  newly  proposed  route  would  have  taken  in 
three  small  intermediate  points  not  presently  served  (App. 
721).  The  Board  found  that  the  economic  potential  of 
those  points  was  low,  that  existing  highway  facilities  were 
adequate,  and  that  the  benefits  which  would  flow  from  their 
certification  would  not  justify  the  mail  pay  required  to 
sustain  the  operation  and  the  injurious  effect  which  the 
certification  of  an  additional  carrier  would  have  upon  East¬ 
ern  (App.  722). 

All  of  the  above  findings  are  reasonable  and  have  firm 
support  in  the  record.  It  is  perfectly  clear,  moreover,  that 
they  relate  to  matters  peculiarly  within  the  special  compe¬ 
tence  of  the  agency  that  is  expert  in  the  field.  See  Inter- 
State  Commerce  Commission  v.  Parker ,  supra ;  Lang 
Transportation  Corp.  v.  United  States ,  75  F.  Supp.  915, 
921  (S.  D.  Calif.,  1948). 
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B.  The  determination  that  certification  of  a  separate  feeder  system  to 
serve  the  additional  routes  approved  was  not  warranted  is  supA 
ported  by  substantial  evidence. 

As  with  other  questions  of  public  convenience  and  neces¬ 
sity,  the  question  whether  a  particular  route  system  is  ex¬ 
tensive  enough  to  warrant  certification  of  a  new  feeder 
carrier  is  primarily  one  for  the  informed  judgment  of  the 
Board.  Considering  “the  nature  of  the  terrain  to  be 
served,  the  reasonable  expectation  of  the  traffic  potential 
of  the  points  designated,  the  pattern  of  service  required 
and  the  length  of  the  routes’ ’  (App.  724),  the  Board  con¬ 
cluded  that  the  establishment  of  the  approved  Mississippi 
Valley  and  Southeastern  States  routes  could  “be  justified 
only  if  operated  as  part  of  an  existing  system”  (App.  725). 
The  Board  stated  further  (App.  724) : 

We  are  aware  of  the  fact  that  in  other  instances  we 
have  found  that  the  public  convenience  and  necessity 
required  the  establishment  of  independent  systems  of 
comparable  mileage.  However,  there  were  in  those 
cases  factors  dictating  the  establishment  of  independ¬ 
ent  systems  which  are  not  present  here,  and  in  the 
absence  of  such  considerations  we  feel  that  larger  sys¬ 
tems  than  that  here  involved  are  necessary  for  suc¬ 
cessful  operations. 

Attacking  the  Board’s  conclusion,  petitioner  says  that 
(1)  certain  feeder  systems  of  comparable  mileage  have 
been  certificated  in  the  past  and  (2)  that  the  economic  po¬ 
tential  of  the  route  system  involved  here  is  comparatively 
high. 

In  support  of  its  first  proposition,  petitioner  cites  the 
feeder  systems  operated  by  Wiggins,  West  Coast,  Empire, 
Bonanza,  and  Lake  Central.  As  the  Board  indicated  in  its 
opinion  (App.  724),  there  are  factors  in  those  cases  not 
present  here.31  Moreover,  the  Board’s  experience  with 

si  Wiggins  was  certificated  to  serve  routes  extending  throughout  the  geo¬ 
graphically  small  but  highly  industrialized  and  thickly  populated  New  Eng¬ 
land  area.  New  England  Case,  7  C.A.B.  27  (1946).  Moreover,  Wiggins 
operates  small  aircraft  over  its  routes,  and  not  the  large  twin-engine  aircraft 
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some  of  the  small  feeder  systems  has  demonstrated  that 
there  is  considerable  danger  that  the  carrier  will  be  un¬ 
able  to  become  self-supporting.  Several  have  found  it 
necessary  to  seek  to  merge  with  other  carriers.  See,  e.g.,\ 
Western  Air  Lines  v.  Civil  Aeronautics  Board,  184  F.  2d 
545  (C.  A.  9,  1950).  And  in  the  case  of  one  of  the  small 
carriers  which  is  operating  over  what  petitioner  describes 
as  a  comparable  route  system  (Pet.  Br.,  p.  26),  the  Board 
has  found  that  it  should  not  renew  the  carrier’s  certificate 
for  the  reason  that  the  route  will  not  support  the  opera¬ 
tions.  Florida  Airways,  Certificate  Extension,  10  C.A.B. 
93  (1949). 

The  evidence  relied  upon  by  petitioner  also  fails  to  prove 
that  the  economic  potential  of  the  Mississippi  Valley 
routes  is  relatively  high  as  compared  to  other  feeder  routes. 
The  table  which  purports  to  demonstrate  this  (Pet.  Br.,  p. 
28)  is  incredible  on  its  face.  If  the  table  be  accepted  as 
accurate,  it  follows  that  the  average  person  in  the  Missis¬ 
sippi  Valley  area  files  two  income  tax  returns  each  year 
and  spends  over  $100  for  postage!  Moreover,  the  data 


which  the  Board  found  desirable  for  operations  over  the  routes  here  involved. 
A  route  which  will  support  operations  by  small  aircraft  will  not  necessarily 
support  DC-3  operations.  West  Coast  was  certificated  to  serve  routes  in  the 
economically  strong  portions  of  the  states  of  Washington  and  Oregon.  Empire 
was  certificated  for  service  over  the  mountainous  terrain  of  Idaho,  Oregon 
and  Washington  where  air  transportation  was  required  because  of  the  natural 
barriers  to  other  forms  of  transportation.  Went  Coast  Case,  G  C.A.B.  961 
(1946).  Bonanza  was  certificated  for  routes  extending  between  Reno  and 
Phoenix  over  large  expanses  of  arid  land,  and  then  only  upon  condition  that 
TWA  transfer  its  routes  between  Phoenix  and  Las  Vegas  and  Phoenix  and 
Boulder  City  to  Bonanza  so  that  the  feeder  carrier  would  not  be  subjected  to 
competition.  Additional  Calif or nia-Nevada  Service,  10  C.A.B.  405  (1949). 
Lake  Central  (formerly  Turner)  was  certificated  for  routes  extending  be¬ 
tween  Grand  Rapids  and  Cincinnati  and  between  Chicago  and  Louisville, 
routes  which  obviously  have  a  strong  economic  potential,  Great  Lakes  Area 
Case,  8  C.A.B.  360  (1947).  An  examination  of  the  route  patterns  of  these 
carriers  will  disclose  that  they  are  susceptible  to  better  utilization  of  equip¬ 
ment  and  scheduling  than  would  be  the  routes  fixed  in  the  present  case,  stand¬ 
ing  alone. 
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given,  even  if  accurate,32  would  not  furnish  a  true  indica¬ 
tion  of  the  economic  potential  of  the  routes  in  question. 
The  statistics  as  to  the  Mississippi  Valley  route  obviously 
are  weighted  by  the  fact  that  only  12  points  are  involved, 
two  of  wrhich  are  the  large  cities  of  Memphis  and  New 
Orleans.  It  cannot  be  seriously  contended  that  the  pre¬ 
dominantly  agricultural  region  of  Mississippi  and  Alabama 
which  the  routes  here  involved  were  designed  to  serve,  has 
the  same  economic  potential  as  the  industrial  east  (Wig¬ 
gins),  the  Great  Lakes  area  (Lake  Central),  and  the  west¬ 
ern  portions  of  Washington  and  Oregon  (West  Coast). 
Similarly,  little  light  on  air  transportation  potential  is 
cast  by  a  comparison  of  the  volume  of  low  cost  bus  traffic 
on  two  routes  (cf.  Pet.  Br.  25). 

22  The  following  is,  we  believe,  a  correct  tabulation  of  the  matters  covered 
in  petitioner’s  table. 

COMPARISON  OF  ECONOMIC  CHARACTERISTICS  OF 
SELECTED  FEEDER  ROUTES  SYSTEMS 


Economic  Characteristics — Average  Per  Station  Served 


1940 


Route 

1940  Population 
Within  Within 
City  25-mile 

1940 

Postal 

1939 

Retail 

Sales 

Individual 

Income 

Tax 

Carrier 

Miles 

Limits 

Radius 

Receipts 

(000) 

Returns 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

Mississippi 

Valley  Routes 

800 

93,SG3 

161,629 

736,000 

45,691 

12,255 

Wiggins 

G83 

121,845 

309,468 

2,241,350 

126,450 

51,068 

West  Coast 

885 

50,108 

82,942 

605,400 

37,721 

13,387 

Empire 

754 

17,918 

29,727 

175,900 

14,022 

3,796 

Bonanza* 

664 

17,788 

17,788 

229,200 

16,767 

4,894 

•Figures  in  the  publications  utilized  cover  only  6  of  the  11  certificated  points. 
Note:  Columns  4,  5,  G  and  7  include  data  on  25-mile  radius,  where  available. 

Where  not  available,  city  limit  data  is  utilized. 

Source:  Economic  Characteristics  of  Urban  Points  Not  Certificated  for  Air 
Service  as  of  April  1,  1945,  CAB  Publication. 

Economic  Characteristics  of  Domestic  Airline  Stations  Certificated  as  of 
April  1,  1945,  CAB  Publication. 

The  certificated  points  utilized  in  preparing  the  foregoing  table  are  those 
for  which  the  respective  carriers  were  initially  certificated  and  arc  reflected 
in  the  published  Board  reports  mentioned  in  p.  31,  p.  34,  supra.  The  statistical 
studies  utilized  were  incorporated  into  the  record  of  the  Board ’s  proceeding 
by  stipulation  of  the  parties  and  have  been  filed  with  the  Court. 
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Even  if  it  should  be  concluded  that  the  additional  routes 
awarded  to  Southern  had  a  stronger  economic  potential  in 
the  abstract  sense,  as  petitioner  contends,  that  fact  would 
not  necessarily  establish  that  operations  over  these  routes 
would  be  more  profitable  or  as  profitable  as  operations 
over  the  other  small  feeder  routes.  The  direction  of  traf¬ 
fic  flow  and  the  existence  or  non-existence  of  other  forms 
of  transportation  and  highway  facilities  obviously  affect 
the  amount  of  traffic  which  may  be  obtained.  Statistics 
such  as  the  ones  relied  upon  by  petitioner  do  not  reflect 
these  variables. 

C.  Petitioner's  attack  upon  the  qualifications  of  the  successful 
applicant  (Southern  Airways,  Inc.)  has  no  foundation. 

Petitioner  attacks  Southern’s  fitness  and  ability  only 
with  respect  to  financial  qualifications.  Southern’s  organ¬ 
izational  basis  and  other  qualifications  have  not  been  and 
could  not  well  be  challenged. 

Southern  was  a  “going  concern”  at  the  time  of  the 
award  of  additional  routes  to  it.33  Operations  were  being 
conducted  over  its  other  routes  and  the  additional  routes 
awarded  integrated  with  and  strengthened  the  existing 
routes  (App.  459,  731).  The  Board  found  that  a  capital 
investment  of  approximately  $300,000  would  be  required 
for  the  additional  routes  (App.  729). 34  The  firm  which 
had  underwritten  Southern’s  initial  issue  of  stock  had  in¬ 
dicated  its  willingness  to  sell  an  additional  $300,000  of  the 
carrier’s  common  stock  (App.  728). 

It  is  true,  as  petitioner  asserts,  that  Southern’s  liabilities 
exceeded  its  assets.  However,  many  other  carriers  were 

aa  The  expert  testimony  of  record  indicates  that  inability  of  an  operating 
air  lino  to  finance  an  extension  of  its  routes  is  an  unknown  phenomenon  (App. 
473). 

3*  Petitioner  quarrels  with  this  estimate  (Pet.  Br.,  p.  32).  However,  in 
contending  that  a  higher  figure  should  have  been  fixed,  petitioner  overlooks 
the  fact  that  the  Board’s  finding  was  as  to  additional  capital  required,  not 
the  allocated  amount  of  capital  which  subsequently  would  be  ascribed  to  these 
routes.  The  figures  relied  upon  by  petitioner  relate  to  new  operations  wherein 
managerial  and  other  costs  were  included  which  would  not  be  experiened 
in  the  extension  of  a  route  system  as  opposed  to  the  activation  of  a  newly 
created  carrier. 
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in  much  the  same  position  (App.  528)  and  deficit  financ¬ 
ing  is  not  a  phenomenon  peculiar  to  the  air  transportation 
field  of  the  public  utility  industry.  A  carrier  whose  lia¬ 
bilities  exceed  its  assets  is  not  rendered  unfit  by  that  con¬ 
dition  to  undertake  extensions  of  existing  routes.  United 
States  v.  Pierce  Auto  Lines,  327  U.  S.  515,  533,  534  (1946) ; 
Chicago  W.  T.  Ry.  v.  Illinois  Commerce  Commission, 
397  Ill.  460,  74  N.E.  2d  804  (1947). 

The  evidence  plainly  warranted  the  finding  that  a  reason¬ 
able  likelihood  existed  that  Southern  could  raise  the  neces¬ 
sary  capital.  No  more  was  required.33. 

conclusion 

Upon  the  basis  of  the  foregoing  reasons  and  authorities, 
the  orders  should  be  affirmed. 

Respectfully  submitted, 

H.  G.  Morison, 

Assistant  Attorney  General. 

J.  Roger  Wollenberg, 

Ralph  S.  Spritzer, 

Special  Assistants  to  the  Attorney  General , 
Department  of  Justice,  Washington  25,  D.  C. 

Emory  T.  Nunneley,  Jr., 

General  Counsel,  Civil  Aeronautics  Board. 

John  H.  Wanner, 

Associate  General  Counsel, 

0.  D.  OzMENT, 

Attorney,  Civil  Aeronautics  Board. 

35  See  authorities  discussed  in  connection  with  Ozark’s  financial  fitness 
(point  I  E,  supra,  p.  26). 
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Continental  Southebn  Lines,  Inc. 

Petitioner , 

v. 

Civil  Aebonautics  Boabd, 

Respondent 


REPLY  BRIEF  FOR  PETITIONER 


SUMMARY  OF  ARGUMENT 

This  Petition  for  Review  has  requested  a  decision  fiom 
this  Court  which  will  have  far-reaching  significance.  In 
the  first  place,  this  Court  has  been  asked  to  review  statu¬ 
tory  interpretation  made  by  the  Civil  Aeronautics  Bo  ard 
which  has  effectively  precluded  the  entrance  of  all  sur¬ 
face  carriers  into  air  transportation.  This  Court  has 
been  further  asked  to  recognize  that  if  the  right  to  ju¬ 
dicial  review  from  the  decisions  of  the  Civil  Aeronautics 
Board  is  to  have  any  meaning  whatsoever,  the  AsTibacker 


Case  must  be  considered  as  imposing  limitations  on 


doctrine  of  the  Pottsville  and  Heitmeyer  decisions. 
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These  important  policy  considerations  arise  as  a  result 
of  Petitioner’s  three  principal  contentions. 

First,  there  was  not  substantial  evidence  to  support 
the  agency’s  determination  that  Ozark  Airlines  and 
Southern  Airways  were  financially  fit  to  operate  the 
routes  for  which  they  were  selected. 

Secondly,  it  was  not  necessary  that  Petitioner’s  surface 
carrier  affiliations  be  examined  in  a  Section  408  (Acquisi¬ 
tion)  proceeding  as  determined  by  Respondent,  but  rather 
the  surface  carrier  affiliations  could  and  should  have 
been  examined  in  a  Section  401  (Certificate)  proceeding. 
Petitioner  submits  in  this  respect  that  the  problem  pre¬ 
sented  to  the  Court  in  the  case  of  Pm  Americm  Airways 
Co.  v.  Civil  Aeronautics  Board,  121  F.  2d  810  (C.  C.  A. 
2nd  1941),  has  been  obviated  by  Respondent’s  own  de¬ 
cision  in  the  case  of  American  President  Lines,  Ltd.  et  al 
Petition,  7  C.  A.  B.  799  (1947). 

Thirdly,  even  if  additional  proceedings  had  been  neces¬ 
sary,  delays  and  uncertainties  were  not  the  necessary 
consequence  contrary  to  Respondent’s  findings.  The  un¬ 
certainties  could  have  been  avoided  by  Petitioner’s  prima 
facie  determination  of  the  effect  between  Petitioner’s  air 
operations  and  bus  services,  or  in  the  alternative  by 
granting  to  Petitioner,  as  Respondent  granted  to  Ozark, 
an  exemption  from  complying  with  Section  408.  Respond¬ 
ent  ’s  further  assumption  that  additional  proceedings 
would  produce  delays  in  the  inauguration  of  service 
by  Petitioner  is  not  only  unwarranted  but  contrary  to 
the  facts  of  record. 

For  any  or  all  of  the  three  reasons  noted  above,  Peti¬ 
tioner  requests  that  Respondent’s  decisions  in  the  Parks 
Investigation  Case  and  the  Re-Opened  Mississippi  Valley 
and  Southeastern  States  Case  be  reversed  and  remanded 
for  further  proceedings. 
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a- 


y. 

C. 


L  PETITIONER  HAS  STANDING  TO  CHALLENGE 
THE  CERTIFICATION  OF  OZARK  AIRLINES 
AND  SOUTHERN  AIRWAYS 

Respondent  and  Southern  Airways  have  challenged  Re¬ 
turner ’s  standing  to  question  the  certification  of  the  suc¬ 
cessful  applicants  in  the  cases  brought  here  for  review 
prior  to  showing  that  the  denial  of  Petitioner’s  applic 
tion  was  in  error.  In  support  of  this  proposition,  I^e 
spondent  and  Southern  cite  the  case  of  Simmons 
Federal  Communications  Commission,  79  U.  S.  App.  D. 
264,  145  F.  2d  578  (1944) ;  83  U.  S.  App.  D.  C.  262,  169 
F.  2d  670  (1948),  cert,  denied,  335  U.  S.  846,  93  L.  Ed. 
1097  (1948). 

Petitioner  suggests  that  the  Simmons  Case  is  not  ap¬ 
plicable.  In  that  proceeding  the  unsuccessful  applicant 
had  not  satisfied  the  minimum  standards  which  were  pre¬ 
requisite  to  certification.  The  situation  in  the  cages 
brought  here  for  review  is  quite  different.  The  Ex 
iner  in  the  Re-Opened  Mississippi  Valley  and  Southeast¬ 
ern  States  Case  not  only  found  that  Petitioner  was  it, 
willing  and  able,  but  that  it  was  better  qualified  to  oper¬ 
ate  the  proposed  air  routes  than  any  other  party  in  t^ie 
proceeding.  (Joint  Appendix,  pages  669-670,  675,  ajid 
676).  The  Examiner  in  the  Parks  Investigation  Cdpe 
also  found  that  Petitioner  was  fit,  willing,  and  able  to  con¬ 
duct  the  proposed  operations.  (Joint  Appendix,  pages 
307-308.) 

While  Respondent  did  not  certificate  Petitioner  in 
either  of  these  two  cases,  it  was  not  because  Petitioner 
failed  to  prove  its  fitness,  willingness,  and  ability,  hut 
solely  and  exclusively  because  certification  of  Petitioner 
would  allegedly  produce  delays  in  the  inauguration  Jof 
service  because  of  the  surface  carrier  affiliations.  (Joint 
Appendix,  page  247.) 

This  Court  has  recognized  the  distinction  between  <jle 
nying  the  application  of  one  not  qualified  in  any  event  I  to 
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receive  the  award  and  in  denying  the  application  of  one 
who  but  for  the  erroneous  selection  of  another  might 
have  been  designated  to  provide  the  service  in  question. 
In  the  case  of  Easton  Publishing  Co.  v.  Federal  Commimi- 
cations  Commission,  175  F.  2d  344  (App.  D.  C.  1949),  this 
Court  said: 

“If  an  applicant  has  not  the  bare  minimum  quali¬ 
fications  for  license,  no  great  harm  is  done  by  its 
denial.  But  a  choice  between  two  well  qualified  ap¬ 
plicants  necessarily  means  a  substantial  economic  de¬ 
nial  as  well  as  an  economic  award.”  (Page  347.) 

Petitioner  has  suffered  personal  economic  injury  be¬ 
cause  of  the  erroneous  certification  of  Ozark  and/or 
Southern,  because  but  for  such  certification  Petitioner 
m;ght  have  been  certificated.  This  injury  gives  it  stand¬ 
ing  to  seek  reversal  of  Respondent’s  order  upon  the 
ground  that  there  was  not  substantial  evidence  to  support 
Respondent’s  decision  regarding  the  qualifications  of 
the  successful  applicants.  See:  Joint  Anti-Fascist  Refu¬ 
gee  Committee  v.  McGrath,  341  U.  S.  123,  95  L.  Ed.  817 
(1951);  Federal  Communications  Commission  v.  Samd&^s 
Bros.  Radio  Station,  309  U.  S.  470,  84  L.  Ed.  869  (1940) ; 
National  Coal  Ass’n.  v.  Federal  Power  Commission,  191 
F.  2d  462  (App.  D.  C.  1951):  Associated  Industries  v. 
Ickes,  134  F.  2d  694  (C.  C.  A.  2d  1943). 

n.  THE  EVIDENCE  RELIED  UPON  BY  RESPOND¬ 
ENT  IN  CERTIFYING  OZARK  AIRLINES  AND 
SOUTHERN  AIRWAYS  DID  NOT  MEET  THE 
STANDARDS  REQUIRED  BY  THIS  COURT 

In  the  case  of  Johnston  Broadcasting  Co.  v.  Federal 
Communications  Commission,  86  App.  D.  C.  46,  175  F.  2d 
351,  358  (1949),  this  Court  set  forth  certain  require¬ 
ments  which  must  be  observed  bv  administrative  agencies 
in  reaching  their  conclusions.  These  standards  are  quoted 
below : 
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“.  .  .  (1)  The  bases  or  reasons  for  the  final  con¬ 
clusion  must  be  clearly  stated.  (2)  That  conclusion 
must  be  a  rational  result  from  the  findings  of  ulti¬ 
mate  facts,  and  those  findings  must  be  sufficient  in 
number  and  substance  to  support  the  conclusion. 

(3)  The  ultimate  facts  as  found  must  appear  as 
rational  inferences  from  the  findings  of  basic  facts. 

(4)  The  findings  of  the  basic  facts  must  be  supported 
by  substantial  evidence.  (5)  Findings  must  be  made 
in  respect  to  every  difference,  except  those  which  are 
frivolous  or  wholly  unsubstantial,  between  the  appli¬ 
cants  indicated  by  the  evidence  and  advanced  by  ope 
of  the  parties  as  effective.  (6)  The  final  conclusion 
must  be  upon  a  composite  consideration  of  the  find¬ 
ings  as  to  the  several  differences,  pro  and  con  eabh 
applicant.” 


These  same  standards  were  noted  with  approval  in  t^ie 
recent  case  of  Scripps-Howard  Radio,  Inc .  v.  Federal 
Communications  Commission,  189  F.  2d  677,  681,  (App. 
D.  C.  1951). 


Petitioner  has  contended  that  a  finding  of  financial  fit¬ 
ness  for  Southern  Airways  was  unjustified,  because  that 
applicants  plans  for  financing  were  not  only  vague  aijid 
indefinite,  but  even  had  they  been  successful  would  have 
been  inadequate  to  establish  Southern’s  financial  quali¬ 
fications. 

Both  Respondent  and  Southern  Airways  cite  the  case 
of  United  States  v.  Pierce  Auto  Freight  Lines,  327  TJ.  S. 
515,  90  L.  Ed.  821  (1946),  for  the  proposition  that  an 
applicant  for  a  route  is  not  necessarily  unfit  financially 
merely  because  its  liabilities  exceed  its  assets.  That 
proposition  is  not  here  challenged,  but  it  should  be  equally 
clear  that  no  applicant,  regardless  of  the  relationship  be¬ 
tween  assets  and  liabilities,  can  be  considered  financially 
fit  if  it  fails  to  demonstrate  adequate  resources  or  plans 
for  securing  the  necessary  capital.  In  the  Pierce  Auto 
Freight  Case,  the  Court  noted  that  the  company  had  been 
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financed  out  of  earnings  and  in  every  year  since  1932 
had  made  a  profit.  At  the  time  of  the  Board’s  decision 
in  the  Re-Opened  Mississippi  Valley  and  Southeastern 
States  Case,  Southern  Airways  had  been  in  operation  for 
slightly  more  than  one  year.  It  had  not  made  a  profit 
and  had  a  deficit  in  its  capital  account  in  the  amount  of 
$263,987.10  on  March  31,  1950  (Joint  Appendix  p.  534); 
this  was  the  latest  balance  sheet  available  prior  to  Re¬ 
spondent’s  decision.  In  the  Pierce  Auto  Freight  Case, 
the  Court  noted  that  the  amount  of  additional  capital 
needed  was  doubtful,  but  that  the  additional  cost  for 
terminal  facilities  would  not  exceed  $12,000  and  that  what¬ 
ever  additional  equipment,  if  any,  were  needed  could  be 
financed.  In  the  Re-opened  Mississippi  Valley  and  South¬ 
eastern  States  Case,  the  Board  fixed  the  capital  require¬ 
ment  at  $300,000  (Joint  Appendix  p.  729),  and  there  was 
no  showing  that  the  capital  equipment  could  be  financed. 

In  the  Pierce  Auto  Freight  Case,  the  Court  was  faced 
with  a  situation  where  an  established  company,  operating 
for  more  than  fifteen  years  with  a  consistent  record  of  a 
net  profit  in  each  of  those  years,  was  requesting  author¬ 
ity  to  operate  a  new  route  which  involved  relatively 
minor  amounts  of  additional  capital.  In  this  case,  the 
Court  is  faced  with  the  application  of  a  company  which 
at  the  time  of  Respondent’s  decision  was  slightly  more 
than  one  year  old,  and  which  in  that  year  had  lost  more 
than  $270,000,  and  which  needed  more  than  a  quarter  of 
a  million  dollars  for  conducting  the  proposed  operation. 
The  ratio  between  current  assets  and  current  liabilities 
may  not  be  dispositive  of  the  question  of  financial  fitness, 
but  surely  there  must  be  a  showing  that,  whatever  the 
balance  sheet  position,  there  is  first  a  definite,  concrete, 
and  unequivocal  plan  for  securing  the  necessary  capital, 
and  secondly,  that  the  plan  provides  for  sufficient  capital 
to  permit  the  financing  of  the  proposed  routes.  For  rea¬ 
sons  discussed  more  fully  in  the  earlier  Brief,  Petitioner 
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submits  that  Southern  Airways  failed  in  both  these  re¬ 
spects. 

The  Court’s  attention  is  directed  to  the  Examiner’s 
Report  in  the  Re-Opened  Mississippi  Valley  and  South¬ 
eastern  States  Case,  which  provided  in  part  as  follows: 

.  .  Southern  does  not  now  have  sufficient  capi  tal, 
nor  is  it  likely  to  obtain  sufficient  financing,  to  s  tart 
up  operations  over  a  second  feeder  system  in  the 
near  future.”  (Joint  Appendix,  pages  672-673.) 

In  spite  of  this  finding,  Respondent  concluded  that  South¬ 
ern  was  financially  fit  to  operate  the  proposed  air  routes. 

Moreover,  the  Examiner  in  the  Parks  Investigation 
Case  found  that  Ozark  Airlines  was  not  financially  quali¬ 
fied  to  operate  more  than  one  of  the  three  route  systems 
there  at  issue.  (Joint  Appendix,  page  308.)  The  Boaprd’s 
certification  of  Ozark  for  two  of  these  route  systems  is 
of  course  contrary  to  the  findings  of  the  Examiner. 


In  a  recent  Supreme  Court  case,  the  importance  of  the 
Trial  Examiner  has  been  noted  and  where,  as  here,  the 
agency  reaches  a  conclusion  on  a  matter  of  fact  which 
is  contrary  to  the  conclusion  reached  by  the  Examiner 
who  confronted  and  heard  the  witnesses  and  received  the 
evidence,  such  Examiner’s  Report  is  entitled  to  important 
consideration  in  determining  whether  or  not  the  agency’s 
■position  is  supported  by  substantial  evidence.  Universal- 
Camera  Corp.  v.  National  Labor  Relations  Board,  340 
U.  S.  474,  95  L.  Ed.  456  (1951). 

In  the  case  of  Staley  Manufacturing  Company  v.  Na¬ 
tional  Labor  Relations  Board,  117  F.  2d  868  (C.  C.  A.  7th 
1941),  the  Court  said: 

.  .  In  the  same  connection,  while  the  Report  of 
the  Examiner  is  not  binding  on  the  Board,  yet  w}iere 
it  reaches  a  conclusion  opposite  to  that  of  the  Exam¬ 
iner,  we  think  the  Report  of  the  latter  has  a  bearing 
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on  the  question  of  substantial  support  and  materially 
detracts  therefrom.”  * 

Kidder  Oil  Co.  v.  Federal  Trade  Commission,  117  F.  2d 
892,  (C.  C.  A.  7th  1941),  and  Mirmeapolis-Honeywell  Reg- 
vlalor  Company  v.  Federal  Trade  Commission,  CCA  7th, 
No.  9584,  July  5,  1951  are  to  the  same  effect 

At  pages  18-24  of  its  original  Brief,  Petitioner  dis¬ 
cusses  the  evidence  which  was  the  basis  of  Respondent’s 
findings  of  Ozark’s  financial  fitness;  and  at  pages  29-33 
of  Petitioner’s  original  Brief,  the  financial  fitness  of 
Southern  Airways  is  discussed.  The  analysis  there  made 
need  not  be  repeated  here. 

m.  CERTIFICATION  OF  PETITIONER  WOULD  NOT 
HAVE  REQUIRED  ADDITIONAL  PROCEEDINGS 
WITH  THE  ALLEGED  RESULTING  DELAYS 
AND  UNCERTAINTIES 

A.  Petitioner  Submitted  Ample  Evidence  to  Permit 
a  Prima  Facie  Determination  of  All  Issues  Re¬ 
lating  to  Its  Status 

The  Brief  of  Respondent,  beginning  at  page  17,  asserts 
that  Petitioner  failed  to  make  a  prima  facie  showing  that 
the  requirements  of  Section  408  had  been  or  could  be  satis¬ 
fied.  Such  a  showing  was  important  for  two  reasons. 
First,  if  it  were  held  that  Section  408  established  admin¬ 
istrative  standards,  as  distinguished  from  legal  require¬ 
ments,  satisfaction  of  such  standards  was  necessary  as  a 
condition  to  certification  in  the  Section  401  (d)  proceed¬ 
ings.  Secondly,  if  it  were  held  that  a  Section  408  pro¬ 
ceeding  were  subsequently  necessary,  a  determination  by 
Respondent  that  Petitioner  appeared  to  satisfy  the  Sec¬ 
tion  408  requirements  would  have  eliminated  the  uncer¬ 
tainties  that  were  alleged  to  exist.1  In  either  event,  it  is 


1  Respondent  could  have  issued  to  Petitioner  an  exemption  pur¬ 
suant  to  Section  416(b)  of  the  Civil  Aeronautics  Act  from  comply- 


extremely  important  to  determine  whether  or  not  Peti¬ 
tioner  submitted  sufficient  evidence  upon  which  such  Con¬ 
clusions  could  legitimately  be  based. 

As  noted  in  Footnote  No.  14  on  page  17  of  Respond¬ 
ent’s  Brief,  Petitioner  was  advised  that  certain  eviden- 
ciary  information  was  considered  pertinent  to  an  ap¬ 
praisal  of  its  surface  carrier  affiliations. 

The  following  paragraphs  will  analyze  the  information 
which  Petitioner  presented  with  respect  to  each  of  tliese 
requests. 

I 

(1)  Map  Showing  the  Existing  Rail ,  Bus,  or  Steamship 
Routes  of  the  Applicant  or  Its  Affiliate  or  Parent 
Company 

(a)  Parks  Investigation  Case 

At  Joint  Appendix,  pages  216(a),  216(b),  and  216(c) 
Petitioner  presented  maps  of  its  proposed  air  routes  to¬ 
gether  with  maps  of  its  own  bus  system  and  those  of  its 
parent  company  which  indicate  the  territorial  and  geo¬ 
graphic  integration  of  the  air  proposals  and  the  existing 
surface  operations. 

(b)  Re-Opened  Mississippi  Valley  and  Southeastern 
States  Case 

The  maps  presented  by  Petitioner  in  the  Re-Openfd 
Mississippi  Valley  cmd  Southeastern  States  Case  weire 
not  re-printed  as  a  part  of  the  Joint  Appendix.  Hom¬ 
ing  with  Section  408  of  the  statute  if  it  were  shown  that  such 
action  were  in  the  public  interest  and  the  circumstances  were  un¬ 
usual.  This  procedure  was  in  fact  followed  by  Respondent  in  Order 
Serial  No.  E-4648,  dated  September  25,  1950,  which  exempted 
Ozark,  the  successful  applicant  in  the  Parks  Investigation  Case 
(whose  certificate  was  not  to  become  effective  until  the  following 
day)  from  showing  that  its  affiliation  with  Parks  Airlines  satisfied 
the  requirements  of  Section  408. 
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ever,  they  were  submitted  as  exhibits,  and  the  close  physi¬ 
cal  integration  between  the  proposed  air  routes  and  the 
existing  bus  rotues  was  emphasized  by  the  Examiner  in 
his  recommendation.  His  statement  in  this  regard  is 
quoted  below  and  appears  at  page  686  of  the  Joint  Ap¬ 
pendix  : 

“A  map  submitted  for  the  record  of  Southern  Bus’ 
routes  shows  that  with  the  exception  of  Houma,  it 
not  only  serves  all  of  the  points  for  which  air  service 
is  recommended,  but  also  every  important  trading 
center  in  the  area  embraced  by  this  proceeding.” 

This  evidence  would  seem  to  satisfy  completely  the 
first  request  made  by  Public  Counsel. 

(2)  Evidence  of  the  Integration  of  the  Proposed  Air 
Service  With  Other  Services  of  the  Applicant  or  Its 
Affiliate  or  Parent  Company,  Including  Schedules 
and  Fares  of  Proposed  and  Existing  Common  Car¬ 
rier  Services  Operated  hy  Applicant  or  Its  Affiliate 
or  Parent  Company 

(a)  Parks  Investigation  Case 

It  was  the  testimony  of  the  witnesses  of  Petitioner 
that  there  would  be  as  much  integration  between  the  pro¬ 
posed  Air  Division  and  the  surface  operations  as  was 
possible.  (Joint  Appendix,  page  202.)  These  witnesses 
emphasized  the  coordination  that  had  been  achieved  be¬ 
tween  Petitioner’s  bus  services  and  the  scheduled  intra¬ 
state  airline  which  had  operated  from  December  11,  1945, 
to  November  15,  1946.  (Joint  Appendix,  pages  223,  225.) 
Petitioner’s  witnesses  also  observed  that  its  bus  activities 
were  coordinated  and  integrated  with  the  bus  activities 
of  its  parent  company  by  means  of  the  interchange  of 
passengers,  the  coordination  of  schedules  among  other 
things,  and  that  such  coordination  of  service  and  opera¬ 
tions  could  be  carried  over  to  the  proposed  Airline  Divi¬ 
sion.  (Joint  Appendix,  page  201.) 
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Mr.  R.  K.  Jefferies,  Vice  President  and  General  Man¬ 
ager  of  Petitioner  listed  fourteen  methods  by  which  the 
bus  and  air  divisions  could  be  integrated  and  coordi¬ 
nated  in  the  field  of  administration.  Mr.  Jefferies’  testi¬ 
mony  in  this  respect  is  quoted  below  and  may  be  found 
at  Joint  Appendix,  page  226: 

“For  example,  we  would  expect  that  our  coordinated 
service  could  effect  cost  savings  by  utilization  of  the 
following  procedures:  (1)  interchangeable  tickets; 
(2)  joint  rates;  (3)  joint  information  facilities;  (4) 
joint  advertising;  (5)  joint  handling  of  insurance  mat¬ 
ters;  (6)  joint  use  of  office  space;  (7)  joint  policing 
and  property  protection;  (9)  coordinated  public  rela¬ 
tions;  (10)  joint  purchasing;  (11)  joint  shop  facili¬ 
ties  for  some  equipment;  (12)  joint  traffic  and  sched¬ 
ule  department;  (13)  joint  medical  department;  (14) 
joint  use  of  executive  and  supervisory  personnel. 
This  latter  item  would  include  work  performed  by 
the  President,  by  myself  as  Vice  President  and  Gen¬ 
eral  Counsel.” 

Mr.  Hal  Carr,  technical  consultant  to  Petitioner, 
stressed  the  importance  of  the  proposed  schedule  integra¬ 
tion,  (Joint  Appendix,  page  210),  examples  of  which  co¬ 
ordination  were  tabulated  as  an  exhibit  (Joint  Appendix, 
page  220)  and  admitted  as  evidence. 

Mr.  R.  K.  Jefferies  also  testified  with  respect  to  the 
schedule  coordination.  His  statements  in  this  respect  are 
in  part  quoted  below : 

“Probably  the  greatest  advantage  of  the  integrated 
operation  would  come  from  a  carefully  planned  sched¬ 
ule  pattern.  In  many  cities  it  would  no  doubt  be  de¬ 
sirable  to  run  our  buses  by  the  airport  for  the  con¬ 
venience  of  air  passengers.  This  sort  of  planning 
would  in  my  opinion  not  be  feasible  if  the  airline 
and  bus  management  were  not  under  common  ipan- 
agement.,,  (Joint  Appendix,  page  226.) 

Petitioner  in  addition  illustrated  the  possibilities  for 
joint  air-bus  stations  at  cities  which  would  be  served  on 
the  proposed  air  routes  and  which  are  presently  served 
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by  the  existing  bus  line.  This  exhibit  (Joint  Appendix, 
page  219)  shows  that  the  applicant  serves  eighteen  of  the 
twenty-nine  stations  involved  on  the  so-called  Mississippi 
Valley  Route — twelve  more  than  served  by  any  other  ap¬ 
plicant;  the  bus  line  also  serves  six  of  the  thirteen  cities 
on  the  so-called  Great  Lakes  Route — three  more  than  any 
other  applicant. 

b.  Re-Opened  Mississippi  Vauxy  axd  Southeastern 
States  Case 

The  territorial  integration  of  the  existing  bus  line  and 
the  proposed  air  service  was  noted  by  Mr.  R.  K.  Jef¬ 
feries,  Vice  President  and  General  Manager  of  Petitioner, 
at  Joint  Appendix,  page  443,  as  well  as  proposed  coordi¬ 
nation  of  stations  between  the  two  media  of  transporta¬ 
tion  at  Joint  Appendix,  page  445. 

Mr.  H.  N.  Carr,  technical  consultant  of  Petitioner,  tes¬ 
tified  -with  respect  to  the  cost  savings  possible  by  means 
of  a  coordinated  air-bus  operation  (Joint  Appendix,  page 
47S) ;  the  benefits  to  the  public  from  coordinated  stations, 
which  would  not  be  possible  unless  the  bus  company 
operated  the  air  service  (Joint  Appendix,  page  479);  and 
the  benefits  of  having  downtown  ticket  offices  which  it 
would  share  with  the  bus  company  (Joint  Appendix,  page 
478).  He  also  noted  the  advantages  that  could  be  achieved 
through  joint  advertising  with  the  bus  company  (Joint 
Appendix,  page  479). 

(3)  Diversion  from  the  Applicant's  Other  Carrier  Serv¬ 
ices  if  It  is  Authorized  to  Operate  Air  Service 

(a)  Parks  Investigation  Case 

Mr.  R.  K.  Jefferies  testified  that  he  estimated  that 
the  proposed  air  routes  would  not  divert  more  than  2% 
of  Petitioner’s  bus  passenger  traffic  (Joint  Appendix, 
page  202). 
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(b)  Re-Opened  Mississippi  Valley  and 
States  Case 

Mr.  R.  K.  Jefferies  testified  that  it  was  his  estimate 
that  the  proposed  air  routes  would  not  divert  more  than 
2%  of  Petitioner’s  bus  passenger  traffic  (Joint  Appendix, 
page  444). 

In  this  connection,  Mr.  Jefferies  made  these  further 
observations  in  answer  to  a  question  as  to  whether  ihe 
present  application  would  compete  with  Petitioner’s  bus 
service: 

‘‘No,  sir,  I  don’t  believe  we  will  at  all.  We  think 
definitely  that  one  feeds  the  other,  and  there  will 
not  be  competition  between  the  two  lines.  There  is 
a  difference,  generally  speaking,  in  the  cost  of  trans¬ 
portation.  Therefore,  you  have  two  classes  of  trav¬ 
ellers,  but  along  with  it  we  have  ...  air  travellers 
from  the  small  communities  who  do  not  have  the  air 
service  but  have  the  bus  service  who  would  want  the 
coordinated  service  g;oing  from  a  small  community 
.  .  .”  (Joint  Appendix,  page  445.) 

(4)  Information  Concerning  the  Dual  Management  of 
Applicant’s  Existing  Operations  and  Proposed  Air 
Operations 

(a)  Parks  Investigation  Case 

It  was  Petitioner’s  testimony  that  Mr.  R.  K.  Jefferies 
would  be  personally  responsible  for  the  operation  of  tpe 
proposed  airline  (Joint  Appendix,  pages  199-200),  but 
that  for  major  decisions  the  officials  of  the  parent  com¬ 
pany  would  be  consulted  (Joint  Appendix,  page  202). 
It  was  further  testified  that  a  joint  committee  consisting 
of  the  operating  heads  of  the  companies  affiliated  with 
the  Transcontinental  Bus  System  would  probably  super¬ 
vise  the  proposed  Air  Division  in  the  same  manner  as  the 
operations  of  the  various  bus  companies  are  today  coor¬ 
dinated  (Joint  Appendix,  page  206).  It  w^as  the  further 
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testimony  of  Mr.  T.  L.  Vaughn,  Assistant  to  the  Presi¬ 
dent  of  Petitioner’s  parent  company  that  Transcontinen¬ 
tal  still  employed  many  of  the  key  personnel  responsible 
for  the  operation  of  Transcontinental’s  scheduled  intra¬ 
state  DC-3  airline  during  the  period  from  August,  1946, 
through  July,  1947.  These  personnel  would  be  available 
to  Petitioner  on  a  loan  basis  to  assist  in  the  establishment 
of  the  proposed  airline  division.  (Joint  Appendix,  page 
230.) 

It  was  further  testified  that  Mr.  H.  N.  Carr,  Executive 
Vice  President  of  Wisconsin  Central  Airlines,  Inc.,  an 
operating  carrier  similar  in  every  material  respect  to 
the  type  proposed  by  Petitioner,  would  assist  Petitioner 
in  obtaining  the  necessary  personnel  to  operate  the  sched¬ 
uled  airline  (Joint  Appendix,  page  207). 

Mr.  Carr  also  noted  that  a  number  of  persons  had  ten¬ 
tatively  indicated  they  would  join  Petitioner  should  it  be 
certificated.  (Joint  Appendix,  page  212.) 

Mr.  R.  K.  Jefferies  testified  with  reference  to  this 
general  problem  as  follows: 

4 ‘We  make  no  claims  that  our  bus  personnel  could 
or  should  perform  the  many  skilled  jobs  connected 
with  the  operation  of  an  airline;  we  have  proposed 
therefore  to  employ  a  complete  airline  staff.”  (Joint 
Appendix,  pages  225-226.) 

(b)  Re-Opened  Mississippi  Valley  and  Southeastern 
States  Case 

Mr.  R.  K.  Jefferies,  Vice  President  and  General  Man¬ 
ager  of  Petitioner  would  also  be  General  Manager  of  the 
Airline  Division  (Joint  Appendix,  page  495). 

The  resources  and  assistance  of  Transcontinental  Bus 
System,  the  parent  company,  would  be  given  when  neces¬ 
sary  (Joint  Appendix,  page  461). 
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Mr.  H.  N.  Carr,  Executive  Vice  President  of  'Wisconsin 
Central  Airlines,  Inc.,  testified  that  he  would  be  available 
in  an  advisory  and  consulting  capacity  to  assist  Petitioner 
in  setting  up  its  organization  (Joint  Appendix,  page  477). 

Mr.  George  A.  Jones,  technical  consultant,  testified 
that  he  could  secure  competent  personnel  with  the  proper 
ratings  within  an  extremely  short  period  of  time.  His 
testimony  concerned  pilots,  first  officers,  and  ground  per¬ 


sonnel  of  all  types  (Joint  Appendix,  page  480). 

(5)  Information  Concerning  the  Extent  Thai  AppliccOrd 
Can  or  Intends  to  Utilize  the  Facilities  of  Any  Com¬ 
mon  Carrier  It  Owns,  is  Affiliated  With,  or  is  Con¬ 
trolled  By 


This  request  for  evidence  seemingly  duplicates  (2)  above 
and  the  observations  made  earlier  are  equally  applicable 
to  this  request. 

Section  408  (b)  requires  the  Board  to  find  that  tie 
proposed  acquisition  of  the  air  carrier  by  a  surface  car¬ 
rier  1  ‘will  promote  the  public  interest  by  enabling  such 
carrier  other  than  an  air  carrier  to  use  aircraft  to  public 
advantage  in  its  operation”. 

As  construed  by  the  Board  this  requires  that  the  pro¬ 
posed  air  service  shall  be  auxiliary  to  or  supplemental 
of  the  surface  carrier’s  operation.  American  Export 
Lines,  Control — American  Export  Airlines,  3  C.  A.  B.  619, 
624  (1942),  4  C.  A.  B.  104,  105  (1943);  Acquisition  if 
TACA,  S.  A.,  by  American,  Export  Airlines,  3  C.  A.  B. 
216,  225  (1941).  This  is  consistent  with  the  interpreta¬ 
tion  of  the  Interstate  Commerce  Commission  of  identical 
words  in  Section  213  (a)  (1),  now  by  amendment  section 
5  (2)  (b),  of  the  Interstate  Commerce  Act,  49  U.  S.  C. 
Section  5  (1940).  See:  Kansas  City  8 .  Transport  Co., 
Inc.,  Common  Carrier  Appeal,  10  M.  C.  C.  211,  235,  238, 
240  (1939). 
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In  the  Parks  Investigation  Case,  Respondent  held  that 
the  air  service  must  be  not  only  auxiliary  and  supple¬ 
mental  to  the  bus  transport  operations,  but  also  incidental 
thereto.  (Joint  Appendix,  page  249.)  Petitioner  submits 
that  Respondent  has  not  only  interpreted  the  statute  in  a 
more  restrictive  manner  than  that  ever  employed  by  the 
I.  C.  C.,  but  has  failed  entirely  to  consider  the  reason  for 
the  “auxiliary  and  supplemental  test”  in  the  first  place. 
The  I.  C.  C.  has  itself  recognized  that  in  certain  instances 
this  test  will  not  be  applied,  as,  for  example,  where  the 
acquiring  carrier  is  smaller  than  the  one  it  seeks  to  con¬ 
trol,  thereby  eliminating  any  domination  of  the  latter  con¬ 
trary  to  public  interest.  Cranberry  Carp. -Control  and 
Merger,  et  and  WNC  Motor  Transport,  38  M.  C.  C. 
113  (1942);  Red  Ball,  Inc. -Pur chase-W allace,  38  M.  C.  C. 
453  (1942). 

The  “auxiliary  and  supplemental  test”  was  designed 
by  the  Interstate  Commerce  Commission  to  limit  rail¬ 
roads’  control  of  bus  and  truck  lines.  This  purpose  does 
not  apply  to  bus  lines’  control  of  feeder  airlines.  In  the 
case  of  the  railroads’  control  of  bus  and  truck  lines, 
there  is  intense  competition  between  the  railroads  and 
the  bus  and  truck  lines;  whereas  in  the  case  of  the  bus 
lines’  control  of  feeder  airlines,  there  would  be  very  lit¬ 
tle,  if  any,  competition.  (Joint  Appendix,  pages  202  and 
444.) 

There  is  a  substantial  variance  in  the  fares  charged, 
the  length  of  passenger  haul,  and  passenger  convenience 
between  air  transportation  and  bus  transportation.  In 
fact,  air  transportation  may  very  well  be  considered  as 
first-class  transportation,  whereas  bus  transportation  may 
be  considered  as  third-class  transportation.  The  Civil 
Aeronautics  Board  in  applying  the  Interstate  Commerce 
Commission  test  of  a  railroad’s  control  of  bus  and  truck 
lines  to  a  bus  line’s  control  of  feeder  airlines  has  removed 
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the  “auxiliary  and  supplemental  test”  from  its  proper 
context  and  has  applied  the  test  to  a  relationship  whfere 
it  has  no  meaning. 

Petitioner  has  searched  the  cases  in  the  Civil  Aero¬ 
nautics  Board  Reports  to  determine  what  standards  are 
considered  important  in  ascertaining  whether  or  not  dif¬ 
ferent  transportation  facilities  may  be  coordinated.2  The 
best  statement  of  such  tests  is  found  in  the  case  of  Amer¬ 
ican  Export  Lines ,  Control  of  American  Airlines ,  3  C.  A. 
B.  619,  629  (1942),  4  C.  A.  B.  104,  108  (1943).  In  tjiis 
case,  the  Civil  Aeronautics  Board  said  that  the  two  oper¬ 
ations  must  be  geographically  and  territorially  integrated, 
that  there  must  be  joint  rates,  interchangeable  tickets,  and 
coordinated  schedules.  All  of  these  tests  were  satisfied 
by  Petitioner.  The  maps  shown  in  Joint  Appendix,  pages 
216-a,  216-b,  and  216-c,  will  indicate  the  territorial  and 
geographic  integration  between  the  surface  and  air  oper¬ 
ations,  the  testimony  of  R.  Iv.  Jefferies  with  respect  to 
other  factors  of  the  plans  for  coordination  exceed  the  oipy 
requirements  that  have  ever  been  suggested  as  necessary 
by  the  Civil  Aeronautics  Board. 

Petitioner  also  demonstrated  the  manner  in  which  the 
proposed  air  service  would  be  used  to  public  advantage 
in  the  bus  operation.  Mr.  R.  K.  Jefferies  testified  that 

— 

2  In  only  one  case  before  the  Civil  Aeronautics  Board  has  a  sur¬ 
face  carrier  ever  been  certificated  to  engage  in  air  service.  In  the 
Great  Lakes  Area  Case,  8  C.A.B.  360  (1947),  the  Yellow  Cab  Co. 
of  Cleveland,  Inc.  was  authorized  to  operate  a  helicopter  service 
between  the  Cleveland  Airport  and  the  downtown  area.  Service 
was  never  actually  inaugurated,  because  of  the  unavailability  of 
suitable  equipment,  and  the  certificate  has  since  terminated.  In 
that  case,  the  Yellow  Cab  Co.  had  filed  no  Section  408  application. 
The  Board  found  that  the  proposed  service  would  not  create  a 
monopoly  and  that  the  proposal  would  implement  one  phase  of  the 
applicant’s  common  carrier  activities.  There  were  no  detailed  find¬ 
ings  with  respect  to  the  coordination  between  the  surface  operations 
and  the  proposed  helicopter  service. 
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present  bus  schedules  were  compromised  in  order  to  at¬ 
tain  the  speed  desired  by  the  through  passengers  while 
at  the  same  time  making  numerous  stops  at  the  interven¬ 
ing  communities.  The  coordinated  use  of  the  proposed 
air  routes  might  permit  the  bus  company  to  save  some 
entire  bus  schedules.  Mr.  Jefferies  also  testified  that 
through  close  coordination  with  the  bus  operations,  his 
company  could  improve  its  competitive  position  vis-a-vis 
its  principal  competitor,  the  private  car.  His  testimony 
in  this  regard  is  quoted  in  full  at  pages  226-227  of  the 
Joint  Appendix. 

Petitioner  contends  that  there  was  sufficient  evidence 
advanced  by  it  to  permit  the  determination  of  the  ques¬ 
tion  of  whether  or  not  it  should  be  authorized  to  engage 
in  air  transportation  even  though  it  also  operated  bus 
services.  Had  a  Section  408  proceeding  been  instituted, 
the  type  of  information  which  could  be  submitted  would 
not  differ  in  any  major  respect  from  that  which  was  al¬ 
ready  submitted  in  the  Section  401(d)  proceeding.  The 
Civil  Aeronautics  Board  had  before  it  the  full  record,  and 
from  the  facts  and  evidence  that  was  available  to  it 
could  have  made  the  determination  which  it  failed  to 
reach. 

B.  Section  408  is  Inapplicable  to  the  Control  of  Peti¬ 
tioner  by  Transcontinental  Bus  System 

In  its  decision  in  the  Paries  Investigation  Case,  Re¬ 
spondent  made  the  following  observations  with  respect 
to  the  applicability  of  Section  408 : 

“A  second  bus  company,  the  Transcontinental  Bus 
System,  Inc.,  has  acquired  control  of  Continental- 
Southern,  and  is  in  fact  one  of  Continental-Southern ’s 
expected  sources  of  capital.  This  acquisition  must  be 
approved  by  the  Board  under  Section  408  of  the 
Civil  Aeronautics  Act  in  the  event  Continental-South¬ 
ern  should  be  certificated  as  an  air  carrier.”  (Joint 
Appendix,  page  248.) 
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In  support  of  its  decision  in  this  respect,  Respondent 
cited  the  case  of  Pan  American  Airways  Co.  v.  Civil  Aero¬ 
nautics  Board,  121  F.  2d  810  (C.  C.  A.  2nd  1941).  This 
matter  is  further  discussed  at  pages  10-12  of  Respond¬ 
ent’s  Brief. 

The  pertinent  statutory  provision  is  Section  408  (a)  (5) 
which  is  quoted  below : 

“Section  408  (a) 

“It  shall  be  unlawful  unless  approved  by  order  of 
the  Authority  as  provided  in  this  Section - 

•  •  •  • 

“(5)  For  any  air  carrier  or  person  controlling  an 
air  carrier,  any  other  common  carrier,  or  any  person 
engaged  in  any  other  phase  of  aeronautics,  to  ac¬ 
quire  control  of  any  air  carrier  in  any  manner  what¬ 
soever.” 

i 

With  respect  to  this  problem,  three  essential  questions 
arise ;  they  are  these : 

(1)  Was  Continental-Southern  an  air  carrier  when 
it  was  acquired  by  Transcontinental  Bus  Sys¬ 
tem? 

(2)  Does  Section  408  (a)  (5)  apply  where  control 
was  acquired  before  the  subsidiary  became  an 
air  carrier? 

(3)  Does  the  statutory  interpretation  suggested  by 
Petitioner  avoid  any  policy  considerations  in 
the  Civil  Aeronautics  Act? 

If  Section  408  (a)  (5)  is  applicable  to  Transcontinen¬ 
tal’s  control  of  Petitioner,  one  of  two  interpretations 
must  be  made  of  the  statute :  first,  it  must  be  determined 
that  on  August  19,  1949,  when  Transcontinental  acquired 
Petitioner,  Petitioner  was  an  air  carrier  within  the  mean¬ 
ing  of  the  statute,  either  because  it  was  an  applicant  for 
air  routes  or  because  it  had  previously  engaged  in  air 
transportation;  or  secondly,  it  must  be  determined  that 
Section  408  (a)  (5)  is  applicable  even  though  the  acqnisi- 
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tion  of  the  subsidiary  occurred  prior  to  the  time  when 
the  subsidiary  became  an  air  carrier. 

With  respect  to  the  first  of  these  two  propositions,  Pe¬ 
titioner’s  original  Brief,  at  pages  40-41,  discusses  in  de¬ 
tail  its  interpretation  that  the  term  “air  carrier”  as  used 
in  Section  408  must  be  applied  in  the  normal  meaning  of 
these  words  and  can  not  be  extended  to  include  an  ap¬ 
plicant  for  an  air  route.  Ozark  Airlines,  Intervenor,  has 
suggested  that  since  both  Petitioner  and  its  parent  com¬ 
pany  operated  airlines  in  the  past,  they  are  for  purposes 
of  the  statute  to  be  considered  “air  carriers”.  In  the 
first  place,  it  should  be  noted  that  the  aviation  activities 
of  Petitioner  were  terminated  in  1945  and  those  of  its 
parent  company  in  1947  (Joint  Appendix,  pages  223,  230, 
461,  481-4).  The  equipment  used  by  both  companies  in 
their  air  operations  was  in  the  meantime  disposed  of 
(Joint  Appendix,  pages  442,  446).  In  the  second  place, 
Section  1  (2)  of  the  Civil  Aeronautics  Act  defines  an  air 
carrier  as  any  citizen  which  undertakes  to  engage  in  air 
transportation,  and  Section  1  (10)  of  the  Act  defines  air 
transportation  as  interstate  transportation  by  aircraft. 
The  air  operations  of  both  Petitioner  and  its  parent  com¬ 
pany  were  intrastate  operations  conducted  exclusively 
within  the  states  of  Louisiana  and  Texas  respectively  and 
were  not  under  the  .-jurisdiction  of  the  Civil  Aeronautics 
Board.  Continental-Southern  Lines  was  not  an  air  car¬ 
rier  within  the  meaning  of  the  statute  because  an  appli¬ 
cant  for  an  air  route  is  not  an  air  carrier,  and  because 
its  previous  air  operations  were  not  only  terminated  but 
were  by  definition  of  the  Act  not  classed  as  air  transpor¬ 
tation. 

The  second  question  is  whether  or  not  Section  408  (a) 
(5)  applies  where  the  acquisition  has  been  completed 
prior  to  the  time  the  subsidiary  became  an  air  carrier. 
Transcontinental  acquired  control  of  Petitioner  in  August, 
1949;  had  Petitioner  been  successful  before  the  Civil 
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Aeronautics  Board,  it  would  have  received  a  certificate  to 
engage  in  air  transportation  in  September,  1950;  and  the 
specific  question  is  whether  or  not  its  subsequent  certifi¬ 
cation  brings  the  prior  acquisition  within  the  scope  of 
Section  408  (a)  (5).  Petitioner  has  found  no  decision  in 
the  Civil  Aeronautics  Board  Reports  which  is  directly  in 
point.  The  only  case  which  is  closely  analogous  indicates 
the  inapplicability  of  the  statute  to  this  factual  situatiop. 
In  the  case  of  Boston  &  Maine  Central  Railroads  Control 
— Northeast  Airlines,  Inc.,  4  C.  A.  B.  379  (1943),  tne 
Board  denied  it  had  jurisdiction  over  a  control  relation¬ 
ship  established  prior  to  the  effective  date  of  the  Civtl 
Aeronautics  Act.  In  making  its  decision  the  Board  stated 
in  part  as  follows : 

“.  .  .  The  courts  do  not  favor  constructions  which 
give  retroactive  effect  to  legislation,  and  in  the  ab¬ 
sence  of  language  expressing  a  contrary  intent,  sec¬ 
tion  408  must  be  construed  as  having  only  a  pros¬ 
pective  effect.  The  language  used  in  that  section  is 
prospective  in  nature  (‘It  shall  be  unlawful  *  *  *  ’ 
italics  supplied)  and  differs  from  that  used  in  sec¬ 
tions  409  and  412  where  there  is  a  plain  intent  tlo 
apply  those  sections  to  existing  contracts  and  rela¬ 
tionships.  Congress  has  inserted  no  retroactiv^ 
clause  in  the  Act  which  would  indicate  an  intent  to 
apply  section  408  to  a  relationship  already  in  exist¬ 
ence.  We  conclude,  therefore,  that  section  408  does 
not  apply  to  the  continuance  or  maintenance  of  con¬ 
trol  by  one  or  more  common  carriers  over  an  air  car¬ 
rier,  which  control  was  acquired  by  them  prior  to  the 
effective  date  of  the  Act.  Since  these  applicants  ac¬ 
quired  control  of  Northeast  prior  to  the  passage  of 
the  Act,  the  relationship  which  existed  at  that  time 
is  not  subject  to  the  terms  of  section  408  #  •  * 
“.  .  .  Under  the  terms  of  section  408  (a)  we  are 
given  jurisdiction  in  the  case  of  acquisitions  of  conL' 
trol.  ‘Acquisition’  is  defined  as  the  ‘act  of  gaining’, 
and  includes  ‘that  which  is  gained’.”  (pages  386  anc 
387) 
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Petitioner  therefore  contends  that  an  acquisition  which 
was  completed  prior  to  petitioner’s  certification  as  an  air 
carrier  is  not  subject  to  review  under  the  Civil  Aero¬ 
nautics  Act,  Section  408. 

The  final  problem  is  whether  or  not  the  statutory  in¬ 
terpretation  suggested  by  Petitioner  would  avoid  any 
policy  considerations  of  the  Civil  Aeronautics  Act.  In 
its  Brief  to  the  Court,  at  page  13,  Respondent  urges  that 
Section  408  (a)  (5)  must  be  made  applicable  to  Petition¬ 
er’s  control  by  Transcontinental  because: 

“Any  other  construction  would  frustrate  Congres¬ 
sional  policy.” 

The  Court  in  Pan  American  Airways  Co.  v.  Civil  Aeronau¬ 
tics  Board,  supra,  relied  upon  by  Respondent  also  states: 

“Any  other  interpretation  would  enable  a  steamship 
company,  by  organizing  a  subsidiary  for  air  carriage 
to  escape  the  requirement  of  Section  408  (b)  *  *  *” 

Both  the  decision  of  Respondent  and  the  Second  Cir¬ 
cuit  are  predicated  on  the  assumption  that  but  for  the 
strained  interpretation  of  the  statute,  important  policies 
of  the  statute  would  be  evaded.  This  assumption  needs 
to  be  carefully  appraised,  because  if  it  is  wrong,  the  in¬ 
terpretation  of  the  statute  made  by  Respondent  is  also 
wrong. 

In  the  case  of  American  Export  Airlines,  Inc. — Certifi¬ 
cate  of  Public  Convenience  and  Necessity,  2  C.  A.  B.  16 
(1940),  the  Civil  Aeronautics  Board  awarded  to  American 
Export  Airlines,  a  subsidiary  of  a  steamship  company, 
the  right  to  engage  in  air  transportation  over  the  North 
Atlantic.  The  Board  had  been  requested  simultaneously 
to  approve  the  relationship  between  the  applicant  and  the 
steamship  company  parent  under  Section  408  of  the  stat¬ 
ute  if  approval  was  considered  necessary.  The  Board 
held  that  Section  408  was  not  applicable  and  that  the 
standards  there  enumerated  need  not  be  satisfied.  It  was 
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this  portion  of  the  decision  that  was  reversed  in  the  case 
of  Pan  American,  Airways  Co.  v.  Civil  AeonmUics  Board, 
supra.  The  Board  found,  and  we  submit  correctly  so, 
that  there  was  no  acquisition  and  that  the  applicant-sub¬ 
sidiary  was  not  an  air  carrier.  However,  in  certificating 
the  applicant  under  Section  401(d)  of  the  Act,  the  Board 
did  not  consider  the  fact  that  the  applicant  was  affiliated 
with  a  surface  carrier,  and  that  this  fact  might  have  an 
important  influence  on  the  public  interest.  In  other 
words,  when  this  case  went  to  Court,  the  Second  Circuit 
was  faced  with  a  situation  where  if  the  statutory  lan¬ 
guage  was  not  interpreted  so  as  to  make  Section  4(^8 
applicable,  a  surface  carrier  would  become  affiliated  with 
an  airline  without  an  examination  of  the  consequences  of 
such  affiliation.  Faced  with  the  alternative  of  expanding 
the  sense  of  the  statute  or  permitting  this  evasion,  ti  e 
Circuit  Court  may  have  reached  a  correct  conclusion. 

It  is  Petitioner’s  opinion,  however,  that  the  alternatives 
which  were  brought  to  the  Second  Circuit  were  not  the 
only  alternatives  which  should  have  been  considered.  In 
the  case  of  American  President  Lines,  Ltd.  et  al,  Peti¬ 
tion,  7  C.  A.  B.  799  (1947),  the  Board  reversed  its  inter¬ 
pretation  as  to  the  scope  of  Section  408  and  as  to  its  in¬ 
fluence  on  Section  401  applications.  In  this  decision  the 
Board  itself  recognized  its  sharp  departure  from  its  ear¬ 
lier  analysis  of  Section  408  and  in  particular  the  analysi  s 
that  prevailed  at  the  time  of  its  decision  in  the  case  of 
American  Export  Airlines,  Inc. — Certificate  of  Public 
Convenience  and  Necessity,  supra.  The  Board  now  held 
that  the  standards  set  forth  in  Section  2  and  other  perti¬ 
nent  sections  of  the  Act,  including  section  408  (b),  must 
be  considered  in  determining  the  question  of  public  conve¬ 
nience  and  necessity  when  that  issue  is  presented  by  the 
application  of  a  surface  carrier  or  its  subsidiary  for  a 
certificate.  Under  this  new  interpretation,  the  decisio 
in  the  case  of  American  Export  Airlines,  Inc. — Certificate 
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of  Public  Convenience  and  Necessity,  supra,  could  only 
have  been  reached  after  an  analysis  of  the  effect  of  the 
applicant’s  affiliation  with  a  steamship  company.  In  such 
a  case,  under  the  present  interpretation  of  the  Act,  Sec¬ 
tion  408  would  not  have  become  a  legal  requirement  as 
insisted  by  the  Second  Circuit  but  rather  an  administra¬ 
tive  standard  to  be  weighed  by  the  Board  as  it  would 
observe  other  policies  of  Congress  wherever  they  may  be 
stated  in  the  statute.  The  significant  point  is  this:  The 
effect  of  the  applicant’s  surface  carrier  affiliations  could 
be  examined  and  disposed  of  in  a  Section  401(d)  pro¬ 
ceeding  and  would  not  require  a  separate  Section  408  pro¬ 
ceeding.  This  is  precisely  the  question  which  w*as  pre¬ 
sented  to  the  Respondent  in  Petitioner’s  application.  Pe¬ 
titioner  itself  was  a  surface  carrier  and  it  was  affiliated 
with  a  second  surface  carrier.  The  effect  on  the  public 
interest  of  these  considerations  could  and  indeed  should 
have  been  examined  by  the  Board  in  a  Section  401  pro¬ 
ceeding.  As  noted  above,  sufficient  evidence  with  respect 
to  these  matters  was  clearly  presented  in  both  cases  which 
have  been  brought  here  for  review.  Respondent’s  inter¬ 
pretation  that  a  separate  Section  408  proceeding  was 
necessary  is  in  error.  Since  such  interpretation  was  the 
basis  for  denying  Petitioner’s  application,  the  error  was 
prejudicial  and  Respondent’s  decision  should  be  reversed. 

The  Court’s  attention  is  directed  to  the  technicality  on 
which  Respondent’s  decision  turns.  If  Transcontinental 
instead  of  its  100%  controlled  subsidiary  (i.e.,  Peti¬ 
tioner)  had  applied  for  the  air  route  in  question,  there 
would  have  been  no  problem  about  the  applicability  of 
Section  408.  Respondent  has  tortured  the  statute  in 
order  to  produce  a  result  which  could  have  been  reached 
simply  by  disposing  of  the  surface  carrier  problem  as  an 
aspect  of  the  401  (d)  proceeding. 
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C.  Even  if  Section  408  Were  Otherwise  Applicable,  the 
Transfer  of  Certificates  as  Requested  Would  HavE 
Eliminated  the  Problem. 


Petitioner  and  its  parent  company  requested  Respond¬ 
ent  to  transfer  to  Transcontinental  such  certificates  as 
might  be  issued  to  Petitioner.  This  application  is  con¬ 
tained  in  full  in  the  Joint  Appendix  beginning  at  page 
402.  The  application  was  presented  under  Section  401  (i) 
of  the  Civil  Aeronautics  Act  which  provides  simply  that 
transfer  must  be  consistent  with  the  public  interest 
There  is  no  statutory  provision  for  hearing  in  connection 
with  such  an  application.  Had  this  application  been  ap¬ 
proved,  the  Section  40S  problem  would  have  become  moot 
since  the  parent  company  (Transcontinental)  would  be¬ 
come  the  air  carrier  and  it,  of  course,  is  not  controlled  by 
any  surface  carrier. 


In  Respondent’s  opinion  in  the  Parks  Investigation 
Case,  the  transfer  application  was  disregarded  summar¬ 
ily  with  the  following  language : 

“We  do  not  believe  it  would  be  consistent  with  ths 
public  interest  for  us  to  attempt  to  avoid  this  obliga¬ 
tion  through  the  device  of  a  transfer  under  Section 
401  (i)  of  the  Act  which  does  not  eliminate  the  rela¬ 
tionship  which  Congress  intended  to  restrict.  On 
this  ground  alone,  we  would  not  entertain  such  a  pro¬ 
posal.”  (Joint  Appendix,  page  251.) 

In  its  Brief,  beginning  at  page  21,  Respondent  discusses 
in  further  detail  its  decision  in  this  respect. 

The  assumption  of  the  Civil  Aeronautics  Board  in  re¬ 
fusing  to  entertain  the  transfer  proposal  is  that  if 
granted,  a  policy  of  the  statute  (i.e.,  close  regulation  of 
surface  carrier  participation  in  aviation)  would  be  evaded. 
This  assumption  is  wrong  for  two  reasons.  In  granting 
Petitioner  the  certificates  which  it  sought  to  transfer!, 
Respondent  would  have  been  called  upon  to  consider  the 
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Section  408  requirements  as  an  incident  of  the  public  con¬ 
venience  and  necessity.  American  President  Lines,  Ltd., 
et  ad..  Petition,  swpra,.  Secondly,  in  approving  the  trans¬ 
fer  itself,  Respondent  would  again  be  called  upon  to 
consider  “the  public  interest* *  and  again  at  this  time 
could  examine  the  proposal  in  the  light  of  all  relevant 
factors  of  the  statute  including  Section  408.  The  differ¬ 
ence  between  the  position  of  Respondent  and  that  of  Pe¬ 
titioner  is  this:  Petitioner  contends  that  the  surface  car¬ 
rier  aspects  of  its  proposal  could  and  should  have  been 
resolved  in  a  Section  401  proceeding  or  in  the  transfer 
proceedings  which  do  not  require  a  hearing.  Respondent 
contends,  on  the  other  hand,  that  this  matter  could  only 
have  been  determined  in  a  Section  408  proceeding.  The 
error  which  Petitioner  complains  of  in  this  particular 
section  turns  upon  the  accuracy  of  these  two  positions. 

D.  If  the  Transfer  Had  Been  Approved,  Section  408 
Would  Not  Have  Been  Applicable  to  the  Resulting 
Control  of  a  Surface  Carrier  by  an  Air  Carrier. 

In  Respondent’s  decision  in  the  Parks  Investigation 
Case,  it  was  stated : 

“.  .  .  A  situation  in  which  a  person  controlling  a 
surface  carrier  receives  an  authorization  as  an  air 
carrier  is  not  in  substance  different  than  that  where 
the  surface  carrier  owns  the  air  carrier.  For  that 
reason  we  held  that  the  relationship  between  a  parent 
air  carrier  and  its  subsidiary  surface  carrier  required 
approval  under  Section  408  (a)  (5)  upon  the  certifi¬ 
cation  of  the  parent.  This  is  identically  the  factual 
situation  with  which  we  would  be  confronted  if 
Transcontinental  were  to  receive  a  certificate  as  an 
air  carrier  and  retain  control  of  Continental-South¬ 
ern.  Thus  the  408  problem  would  not  be  eliminated 
even  if  the  application  for  a  certificate  transfer  under 
Section  401  (i)  were  approved.”  (Joint  Appendix, 
page  251.) 
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In  the  Air  Freight  Forwarder  Case,  9  C.  A.  B.  473,  304 
(1948),  the  Board  reached  this  astonishing  conclusion  in 
direct  conflict  with  its  interpretation  as  to  the  applicabil¬ 
ity  of  Section  408  which  was  made  in  the  American  Presi¬ 
dent  Lines,  Ltd.,  et  al.,  Petition,  7  C.  A.  B.  799  (1947). 
In  this  latter  case,  the  Board  held  that  a  Section  ^08 
proceeding  is  not  a  legal  prerequisite  to  the  certiflcatipn 
of  a  surface  carrier  as  an  air  carrier,  but  that  whatever 
Congressional  policy  is  suggested  in  Section  408  may  be 
considered  in  certifying  the  surface  carrier  in  a  Sectibn 
401  (d)  proceeding.  If  the  Air  Freight  Forwarder  Ca)se 
is  authority  for  the  proposition  that  Section  408  (a)  (5) 
is  applicable  to  an  air  carrier’s  control  of  a  surface 
rier,  then  that  decision  is  in  direct  conflict  with 
American  President  Lines,  Ltd.,  et  al.,  Petition,  and 
conflict  should  be  resolved  by  this  Court. 


The  interpretation  suggested  by  Respondent  literally 
requires  an  inversion  of  the  language  of  the  statute.  Sec¬ 
tion  408  (a)  (5)  is  quoted  below: 


“It  shall  be  unlawful,  unless  approved  by  order  of 
the  Authority  as  provided  in  this  Section — 

•  •  •  • 


“(5)  For  any  air  carrier  or  person  controlling  an 
air  carrier,  any  other  common  carrier,  or  any  persqn 
engaged  in  any  other  phase  of  aeronautics,  to  acquire 
control  of  any  air  carrier  in  any  manner  whatso¬ 
ever.” 

By  its  terms,  this  provision  is  applicable  to  a  situation 
where  a  surface  or  air  carrier  seeks  to  control  an  a% 
carrier.  Respondent  contends  that  it  is  applicable  to  p, 
situation  where  an  air  carrier  seeks  to  control  a  surfacp 
carrier.  For  reasons  discussed  more  thoroughly  in  Peti¬ 
tioner’s  earlier  Brief,  such  an  interpretation  is  unwar¬ 
ranted,  and,  we  submit,  renders  it  absolutely  impossible 
under  such  conditions  to  apply  the  standards  set  forth 
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in  Section  408  (b)  with  respect  to  approving  snch  ac¬ 
quisitions. 

IV.  EVEN  IF  ADDITIONAL  PROCEEDINGS  HAD 
BEEN  REQUIRED,  NO  DELAYS  OR  UNCERTAIN¬ 
TIES  NEED  HAVE  RESULTED 

A.  On  the  Basis  of  the  Record  Submitted,  Respond¬ 
ent  Could  Have  Resolved  the  Uncertainties  by 
Making  a  Prima  Facie  Determination  That  it 
Would  be  Able  to  Approve  the  Control  Rela¬ 
tionship  in  a  Subsequent  Proceeding  or  by 
Granting  an  Exemption  From  Such  Proceedings 

In  its  Brief,  at  page  17,  Respondent  recognizes  that 
the  necessity  of  a  Section  408  proceeding  could  have 
been  eliminated  by  the  Board’s  making  a  prima  facie  de¬ 
termination  as  to  its  decision  in  a  control  proceeding. 
Respondent  contends,  however,  that  there  was  not  suffi¬ 
cient  evidence  presented  by  Petitioner  to  justify  such  a 
finding.  At  III.A.  above,  Petitioner  has  summarized  the 
evidence  submitted  in  response  to  the  request  of  Respond¬ 
ent’s  staff,  and  suggests  that  such  evidence  was  all  that 
could  have  reasonably  been  expected  and  was  sufficient  to 
support  any  findings  with  respect  to  Petitioner’s  status. 

B.  The  Only  Evidence  of  Record  Shows  That  Petitioner 
Meant  to  Inaugurate  Service  as  Soon  as  Possible  Ir¬ 
respective  of  Additional  Proceedings 

In  its  decision  in  the  Parks  Investigation  Case,  Re¬ 
spondent  made  the  following  statement: 

“Moreover,  under  the  circumstances,  we  can  have  no 
assurance  that  Continental-Southern  and  its  backer 
Transcontinental  would  be  willing  to  make  the  sub¬ 
stantial  investments  necessary  for  immediate  activa¬ 
tion  of  any  of  the  Parks  routes  pending  the  outcome 
of  a  408  proceeding.  Such  a  delay  would  defeat  our 
efforts  to  obtain  air  service.  *  *  •”  (Joint  Appen¬ 
dix,  page  249.) 
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It  has  been  established  that  the  Board  may  deal  se  pa¬ 
rately  with  the  issuance  of  a  certificate  and  any  Section 
408  question.  Pan  American  Airways  Co.  v.  Civil  Aero¬ 
nautics  Board l,  121  F.  2d  810  (C.  C.  A.  2nd  1941);  Taca, 
S.  A.,  Air  Carrier  Permits ,  Docket  No.  3016,  decided 
February  11,  1949.  There  was,  therefore,  no  legal  im¬ 
pediment  to  the  certification  of  Petitioner  under  Secti  on 
401  and  its  inauguration  of  service  pending  hearing  and 
determination  on  the  Section  408  matters.  The  sole 
question  was  whether  or  not  Petitioner  intended  to  acti¬ 
vate  routes  for  which  it  might  be  certificated  prior  tci  a 
Section  408  decision.  If  it  did  not,  then  the  delays  sug¬ 
gested  by  Petitioner  would  have  arisen;  but  if  it  did,  then, 
of  course,  no  such  delays  would  have  resulted. 

Respondent  has  made  an  assumption,  which  is  com¬ 
pletely  unwarranted  on  the  record  with  respect  to  Peti¬ 
tioner’s  unwillingness  to  activate  service  pending  the 
Section  408  proceeding.  The  only  evidence  of  record  is 
to  the  contrary.  In  the  original  Mississippi  Valley  Case, 
8  C.  A.  B.  page  72C,  (1948),  Mr.  C.  V.  Smith,  then  Presi¬ 
dent  of  Petitioner’s  predecessor  company,  made  the  fol¬ 
lowing  statement  at  page  5196  of  the  Court  of  Appeals 
Record : 

“Southern  Bus  Lines  has  already  a  relatively  com¬ 
plete  organization  to  begin  operations.  It  presently 
maintains  an  Accounting  Department,  Traffic  Denaprt- 
ment,  Operations  Department,  Engineering  and  Main¬ 
tenance  Department,  Safety  Department,  Purchasing 
Department,  Ticket  Department,  Express  and  Bag¬ 
gage  Department,  Mail  Department,  Medical  Depart¬ 
ment.  Personnel,  Advertising  and  Business  Promo¬ 
tion  Departments.  All  of  the  above  departments  and 
its  entire  operation  are  presently  available  to  South¬ 
ern  Bus  Lines’  Air  Division.  With  few  additions 
and  modifications,  this  relatively  complete  organiza¬ 
tion  is  ready  to  offer  its  services  to  the  public  and 
only  awaits  certification  by  the  Board”  (emphasis 
added) 
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In  the  Re-Opened  Mississippi  Valley  Case ,  Hr.  George 
A.  Jones,  technical  consultant  to  Petitioner,  was  asked  the 
following  question  by  Mr.  Julian  Cromelin,  attorney  for 
the  Post  Office  Department.  The  witness’  answer  indi¬ 
cated  Petitioner’s  decision  to  inaugurate  service  at  the 
earliest  possible  date. 

“Question:  It  will  be  fair  for  me  to  say  that  it  is 
your  considered  judgment  based  on  your  experience 
that  you  will  be  able  to  obtain  competent  personnel 
within  a  period  of  fifteen  days  after  the  Board  would 
certificate  you? 

“Answer:  I  would  come  pretty  close,  and  all  of  them 
would  have  the  proper  ratings,  every  one  of  them.” 
(Court  of  Appeals  Transcript  page  907.) 

In  the  Parks  Investigation  Case,  there  was  further  tes¬ 
timony  with  respect  to  the  time  Petitioner,  if  certificated, 
would  inaugurate  service.  The  only  condition  specified 
by  Petitioner’s  principal  witness  was  the  time  involved 
in  securing  operating  equipment.  This  matter  was  ini¬ 
tially  brought  out  by  the  questions  of  Mr.  Seymour  Wen- 
ner,  Public  Counsel  for  Respondent.  Questions  and  an¬ 
swers  in  this  respect  are  quoted  below:  (Joint  Appendix 
p.  203) 

“Question:  Mr.  Jefferies,  if  you  were  certificated 
on  these  routes,  how  soon  would  Southern  Bus  be 
ready  to  activate  the  routes  after  they  were  certi¬ 
ficated? 

“Answer:  I  would  say  that  as  soon  as  we  could  get 
our  equipment  and  personnel  together;  the  big  item 
would  be  the  acquiring  of  equipment. 

“Question:  Well,  what  is  your  best  estimate  as  to 
when  that  would  be  after  you  are  certificated;  how 
long  do  you  think  it  would  be? 

“Answer:  I  don’t  know.  I  think  one  of  the  other 
witnesses  could  answer  that  lots  better  than  I  can, 
that  is  more  familiar  with  acquiring  equipment.” 

Later  Mr.  Graham,  attorney  for  Danville,  Illinois,  pre¬ 
sented  similar  questions  at  page  2522  of  the  Court  of 
Appeals  record: 
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“Question:  Mr.  Jefferies,  if  you  were  certificated  pn 
these  routes,  how  soon  would  Southern  Bus  be  ready 
to  activate  the  routes  after  they  were  certificated! 
“Answer:  I  would  say  that  as  soon  as  we  could  get 
our  equipment  and  personnel  together;  the  big  item 
would  be  acquiring  the  equipment. 

“Question:  Well,  what  is  your  best  estimate  after 
you  were  certificated  when  you  would  operate  on 
your  routes;  how  long  do  you  think  it  would  be! 
“Answer:  I  do  not  know.  I  think  one  of  the  othfer 
witnesses  could  answer  that  a  lot  better  than  I  can 
who  is  more  familiar  with  acquiring  equipment.” 

There  were,  incidentally,  no  further  questions  addressed 
to  subsequent  witnesses  with  respect  to  the  length  of 
time  needed  to  secure  the  operating  equipment. 

As  far  as  Petitioner  has  been  able  to  discover,  tlje 
above  quotations  are  the  only  matters  of  evidence  witfi 
respect  to  the  time  of  activating  its  proposed  air  service, 
and  such  evidence  certainly  does  not  support  Respond¬ 
ent’s  conclusion  that  Petitioner  would  not  activate  service 
pending  the  Section  408  proceeding. 

Petitioner  further  submits  that  if  there  is  any  presump¬ 
tion  to  be  made  in  regard  to  the  time  for  an  applicant’s 
activating  newly  awarded  air  routes,  the  presumption 
must  be  that  service  will  be  inaugurated  at  the  earliest 
possible  date.  Indeed  the  requirement  that  an  applicant 
be  financially  fit  is  designed  in  part  at  least  to  guarantee 
the  prompt  provision  of  the  service  found  required  by 
the  public  convenience  and  necessity.  Respondent  re¬ 
fused  to  make  such  a  presumption ;  it  ignored  evidence  to 
the  effect  that  Petitioner  would  activate  the  awarded 
routes  as  soon  as  possible;  and  it  made  the  unwarranted 
assumption  that  because  of  further  legal  problems  Peti¬ 
tioner  would  not  activate  air  service  at  an  early  date. 

Petitioner  submits  further  that  Respondent  may  not 
properly  deny  Continental-Southern’s  application  because! 
of  the  delays  and  uncertainties  incident  to  its  affiliation! 
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with  another  carrier  when  Ozark  Airlines,  the  successful 
applicant,  was  itself  affiliated  with  another  carriei  prior 
to  the  effective  date  of  Respondent’s  decision  in  the 
Parks  Investigation  Case. 

Respondent’s  decision  in  the  Parks  Investigation  Case 
became  effective  on  September  26,  1950.  On  September 
19,  1950,  Ozark  entered  into  a  contract  with  Parks  Air¬ 
lines  whereby  in  exchange  for  common  stock  Ozark  would 
receive  operating  equipment.  By  Order  of  the  Civil 
Aeronautics  Board  Serial  No.  E-4648,  dated  September 
25,  1950,  Respondent  found  that  the  aforementioned  con¬ 
tract  came  within  the  purview  of  Section  408  of  the 
Civil  Aeronautics  Act,  but  that  for  reasons  of  public  in¬ 
terest,  Ozark  and  Parks  would  be  granted  an  exemption 
from  complying  with  the  requirements  of  Section  408, 
which  meant  that  it  was  not  necessary  for  either  Ozark 
or  Parks  to  submit  detailed  evidence  with  respect  to  the 
nature  or  consequences  of  their  affiliation,  and  that  it  was 
not  necessary  for  them  to  participate  in  a  Section  408 
hearing. 

Petitioner  does  not  contend  that  Respondent  was  with¬ 
out  authority  to  exempt  Ozark  and  Parks  from  the  provi¬ 
sions  of  Section  408  of  the  statute,  but  that  Respondent 
has  not  consistently  applied  the  criteria  important  to  the 
issue  of  selection  of  carrier.  The  exemption  was  granted 
because  the  delay  incident  to  a  Section  408  proceeding 
would  not  be  in  the  public  interest.  The  Court  will  re¬ 
call  that  the  application  of  Petitioner  was  denied  because 
a  Section  408  proceeding  would  be  necessary  and  that 
the  resulting  delays  were  not  in  the  public  interest. 
When  a  similar  problem  arose  before  the  effectiveness 
of  Respondent’s  opinion  with  respect  to  the  successful 
applicant,  this  consideration  was  brushed  lightly  aside 
by  granting  to  that  applicant  an  exemption  from  the  ap¬ 
plicable  provisions  of  the  statute.  This  Court  has  noted 
that  major  variances  in  policy  application  by  administra- 
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tive  agencies  is  a  proper  ground  for  reversal.  Plains 
Radio  Broadcasting  Co.  v.  Federal  Commwnications  Cord- 
mission f  175  F.  2d  359  ( App.  D.  C.  1949) ;  Easton  Pu 
Co.  v.  Federal  Communications  Commission,  175  F.  2d 
344  (App.  D.  C.  1949).  Respondent  failed  to  respect  this 
mandate  for  fair  and  equal  treatment. 

V.  REMEDIES  REQUESTED 

The  attention  of  this  Honorable  Court  is  directed  to 
an  inherent  problem  in  the  judicial  review  of  Civil  Aeroj- 
nautics  Board  decisions.  This  problem  concerns  the  ef¬ 
fectiveness  of  judicial  examination  of  certificate  awards 
by  the  Civil  Aeronautics  Board  where,  unless  proper  pro^ 
tection  is  given,  the  errors  of  the  agency’s  decision  can 
not  be  corrected. 

Petitioner  submits  that  there  are  two  important  rea¬ 
sons  why  the  erroneous  certification  of  Ozark  Airlines 
and  Southern  Airways  may  not  adequately  be  remedied 
by  a  new  hearing  before  the  Civil  Aeronautics  Board.  In 
the  first  place,  certification  by  the  Civil  Aeronautics 
Board  is  accompanied  with  the  right  to  receive  substan¬ 
tial  federal  mail  payments.  Between  September  26,  1950, 
the  effective  date  of  the  orders  brought  here  for  review, 
and  September  30,  1951,  Ozark  Airlines  has  received 
$1,293,619.88  and  Southern  Airways  has  received  $1,612,- 
610.51.3  These  payments  have  given  both  Ozark  and 
Southern  that  essential  ingredient  which  was  lacking 
when  they  originally  presented  their  case  to  the  Civil 
Aeronautics  Board,  i.e.,  financial  fitness. 

In  the  second  place,  the  only  experience  whatsoever 
which  Ozark  Airlines  or  its  management  has  had  with 

3  Approximately  two-thirds  of  this  sum  might  properly  be  allo¬ 
cated  to  the  routes  of  Southern  Airways  awarded  in  cases  not 
brought  here  for  review. 

Source  for  figures :  Form  41  Reports  filed  by  carriers  with  Civil 
Aeronautics  Board. 
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DC-3  aircraft  and  the  only  experience  that  Southern  Air¬ 
ways  has  had  in  transportation  between  Memphis  and 
New  Orleans  are  a  consequence  of  Respondents  erron¬ 
eous  decisions.  If  the  Court  sustains  Petitioners  conten¬ 
tion  that  the  evidence  of  record  did  not  justify  the  cer¬ 
tification  of  Ozark  and  Southern,  this  very  fundamental 
question  arises.  On  the  remand  of  these  cases  for  fur¬ 
ther  consideration,  what  effect  is  to  be  given  the  fact  that 
OzarkS  and  Southerns  principal  qualifications  arose  as 
an  incident  to  their  erroneous  certification? 

This  factual  situation  is  similar  in  many  material  re¬ 
spects  to  that  involved  in  the  case  of  AsJibacker  v.  Fed¬ 
eral  C ommwnications  Commission,  326  U.  S.  327,  90  L.  Ed. 
108  (1945).  In  that  case,  the  Supreme  Court  said  at 
page  330: 

4 ‘For  if  the  grant  of  one  efiectively  precludes  the 
other,  the  statutory  right  to  a  hearing  which  Con¬ 
gress  has  accorded  applicants  before  a  denial  of  their 
application  becomes  an  empty  thing.  We  think  that 
is  the  case  here.” 

Petitioner  suggests  that  the  certification  of  Ozark  and 
Southern  has  effectively  precluded  its  certification  even  if 
these  cases  are  remanded  for  further  hearing,  if  Re¬ 
spondent  is  permitted  to  give  weight  to  the  fact  that  pur¬ 
suant  to  its  own  erroneous  orders  Ozark  and  Southern 
have  operated  over  the  routes  in  question  for  a  period 
in  excess  of  one  year.  In  this  connection,  the  Court  in 
the  AsJibacker  Case  observed  at  page  332: 

“As  the  Fetzer  application  has  been  granted,  Peti¬ 
tioner,  therefore,  is  presently  in  the  same  position 
as  a  newcomer  who  seeks  to  displace  an  established 
broadcaster.  By  the  grant  of  the  Fetzer  applica¬ 
tion,  Petitioner  has  been  placed  under  greater  bur¬ 
den  .  .  .  Legal  theory  is  one  thing.  But  the  practi¬ 
calities  are  different.  For  we  are  told  how  difficult 
it  is  for  a  newcomer  to  make  the  comparative  show¬ 
ing  necessary  to  displace  an  established  licensee.” 
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While  it  is  true  that  a  remand  for  rehearing  would 
preserve  in  name  Petitioner’s  statutory  right,  as  a  prac¬ 
tical  matter  this  right  would  be  substantially  nullified  if 
the  hearing  is  bound  to  be  barren.  Legal  theory  is  ohe 
thing,  but  the  practicalities  may  be  different.  Having  had 
one  year’s  experience  over  the  very  routes  in  question, 
can  it  be  denied  that  Ozark  and  Southern  have  an  almoit 
controlling  advantage  if  on  rehearing  Respondent  is  tjo 
consider  that  factor?  And  having  received  substantial 
federal  subsidies,  can  it  be  denied  that  Ozark’s  anp 
Southern’s  financial  deficiencies  have  been  in  part  alle¬ 
viated  by  the  Board’s  erroneous  action?  If  these  factory 
are  to  be  given  significant  weight,  the  Respondent  has 
failed  to  preserve  the  elements  of  fair  play  which  it  ip 
obligated  to  observe.  Isbromdtsen  Co.  v.  United  States, 
96  F.  Supp.  883,  892  (S.  D.  N.  Y.  1951). 

In  the  Ashbacker  Case,  the  Federal  Communications 
Commission  was  faced  with  a  similar  problem  when  on 
December  3,  1945,  the  Supreme  Court  remanded  for  con¬ 
solidated  consideration  the  application  of  Fetzer  (the  suc¬ 
cessful  applicant)  with  that  of  Ashbacker.  Pending  its 
decision  on  the  basis  of  the  consolidated  proceeding,  the 
Federal  Communications  Commission  issued  to  Fetzer  ^ 
temporary  authorization  in  order  that  the  service  being 
rendered  might  not  be  interrupted.  The  Civil  Aeronau¬ 
tics  Board  has  similar  statutory  authority.  In  hearing 
the  applications  of  Ashbacker  and  Fetzer,  the  Federal 
Communications  Commission  did  not  consider  as  an  ele¬ 
ment  of  Fetzer’s  fitness  the  fact  that  he  had  actually 
been  in  operation  between  the  date  of  his  original  desig¬ 
nation  and  the  date  of  the  Commission’s  decision  on 
rehearing.  Fetzer  amd  Fetzer,  et  al.,  11  F.  C.  C.  515 
(1946).  To  have  considered  such  evidence  would  have 
been  contrary  to  the  philosophy  of  the  Supreme  Court’s 
decision  in  preserving  to  all  parties  a  hearing  which  not 
only  in  theory,  but  also  in  practice,  is  genuinely  sufficient. 
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No  case  in  the  Federal  Communications  Commission  Re¬ 
ports  has  been  found  where  a  party’s  experience  acquired 
pending  judicial  review  was  considered  as  a  factor  in 
such  party’s  designation  on  rehearing.  Petitioner  is 
aware  that  this  Court  has  refused  to  issue  a  certificate 
of  public  convenience  and  necessity  to  an  applicant  for 
an  air  route  even  though  this  Court  agreed  with  such 
applicant  that  the  Civil  Aeronautics  Board’s  designation 
of  its  competitor  was  in  error.  State  Airlines,  Inc.  v. 
Civil  Aeronautics  Board,  174  F.  2d  510  (App.  D.  C.  1949), 
Reversed  338  U.  S.  551,  94  L.  Ed.  353  (1950).  In  that 
case,  however,  the  successful  party  failed  to  direct  this 
Court’s  attention  to  Section  1006(d)  of  the  Civil  Aero¬ 
nautics  Act  (52  Stat.  1024,  49  XJ.  S.  C.  646),  which  pro¬ 
vides  that  the  Court  of  Appeals  shall  have: 

“Jurisdiction  to  affirm,  modify ,  or  set  aside  the  order 
complained  of  in  whole  or  in  party*  (Emphasis 
added.) 

Petitioner  is  also  aware  that  in  the  case  of  Federal 
Communications  Commission  v.  Pottsville  Broadcasting 
Co.,  309  U.  S.  134,  84  L.  Ed.  656  (1940),  the  Supreme 
Court  has  held  that  in  remanding  for  further  agency 
action,  the  new  proceeding  need  not  be  limited  to  the 
parties  originally  before  the  agency,  and  in  the  case  of 
Fly,  et  al.  v.  Eeitmeyer,  309  U.  S.  146,  84  L.  Ed.  664, 
(1940),  the  Supreme  Court  also  noted  that  the  agency  on 
rehearing  is  not  limited  to  a  reconsideration  of  the  old 


4  The  sections  of  the  Civil  Aeronautics  Act  relating  to  judicial 
review  are  similar  to  those  of  the  Federal  Trade  Commission  Act 
of  1914,  52  Stat.  114,  15  U.S.C.A.  45.  Pursuant  to  the  authority  to 
“modify",  reviewing  courts  have  not  refrained  from  exercising 
their  statutory  jurisdiction.  Jacob  Siegel  Co.  V.  Federal  Trade 
Commission,  327  U.S.  608,  90  L.  Ed.  888  (1946) ;  Federal  Trade 
Commission  v.  Royal  Milling  Co.,  288  U.S.  212,  77  L.  Ed.  706 
(1933) ;  Folds  v.  Federal  Trade  Commission,  187  F.  2d  658  (C.C.A. 
7th  1951) ;  Carter  Products,  Inc.  V.  Federal  Trade  Commission,  186 
F.  2d  821  (C.C.A.  7th  1951). 
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record  but  may  receive  new  evidence.  And  there  woulj 
certainly  he  no  reason  why  an  agency  reaching  a  decision 
in  error  would  be  precluded  on  rehearing  from  reaching 
the  same  conclusion  on  legally  sufficient  grounds.  Securi 
ties  and  Exchange  Commission  v.  Chenery  Corp.,  33 
U.  S.  194,  91  L.  Ed.  1995  (1947). 

Petitioner  suggests  that  the  Ashbaclcer  Case  presents 
a  limitation  on  the  Pottsville  and  Heitmeyer  decisions 
The  rehearing  which  the  agency  must  provide  must  sai; 
isfy  not  only  the  strict  letter  but  also  the  intent  an 
spirit  of  the  law.  Although  the  agency  itself  must  selee 
the  carrier  to  operate  the  air  routes  here  in  question 
that  decision  may  not  be  prejudged  by  considering  th 
qualifications  of  parties  which  arose  solely  and  exclusively 
because  of  the  agency’s  earlier  erroneous  designation 
Were  it  otherwise  the  process  of  judicial  review  would 
become  a  meaningless  formality  and  would  no  doubt  be 
quickly  abandoned  because  of  its  evident  futility. 

Respectfully  submitted, 
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November  27,  1951 
Washington,  D.  C. 


A.  L.  Wheeler 
Jerrold  Scoutt,  Jr. 
Attorneys  for  Petitioner 
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STATEMENT  OF  QUESTIONS  PRESENTED 

Questions  presented  by  Case  No.  10,811  involving  award 
of  a  certificate  of  public  convenience  and  necessity  to  the 
intervenor,  Ozark  Airlines,  Inc.,  are  in  the  opinion  of  the 
intervenor  as  follows : 

1.  Is  the  award  of  a  certificate  of  convenience  and  neces¬ 
sity  to  Ozark  Airlines  based  on  reliable-  probative  and  sub¬ 
stantial  evidence? 

2.  Were  the  findings  of  the  Civil  Aeronautics  Board  arbil 
trary,  capricious,  and  an  abuse  of  discretion-  or  otherwise 
not  in  accordance  with  law? 

3.  Was  the  action  of  the  Civil  Aeronautics  Board  unlaw¬ 
ful  and  an  abuse  of  discretion  in  holding  that  the  control  of 
Continental  Southern  Lines,  Inc.,  by  Transcontinental  Bu^ 
Lines,  Inc.  was  unlawful  unless  approved  by  the  Board  un¬ 
der  Section  408  (b)  of  the  Civil  Aeronautics  Act,  as  amend¬ 
ed? 

4.  Was  the  action  of  the  Board  in  denying  a  certificate  to 
Continental  Southern  reasonably  justified  on  the  basis  of 
the  record,  including  a  finding  that  certification  of  Con¬ 
tinental  Southern  would  result  in  delays  and  uncertainties 
because  approval  of  control  by  Transcontinental  is  required 
under  Section  408  (b),  and  that  Continental  Southern  had 
not  otherwise  shown  itself  to  be  relatively  more  fit,  willing 
and  able  to  provide  the  service  found  to  be  required  than 
Ozark  Airlines  Inc. 


•  • 
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Plmteit  jitates  (Unurt  of  appeals 

For  The  District  of  Columbia  Circuit 


CONTINENTAL  SOUTHERN  LINES,  Inc. 

Petitioner , 

v. 

CIVIL  AERONAUTICS  BOARD 

Respondent . 


Brief  of  Inter venor,  Ozark  Airlines ,  Inc.,  on  Petition 
for  Judicial  Review  of  Orders  of  The  Civil 
Aeronautics  Board 


COUNTERSTATEMENT  OF  INTERVENOR, 
OZARK  AIRLINES ,  INC. 

The  Petitioner,  Continental  Southern  Lines,  Inc.,  a  motor 
carrier  of  passengers  and  property  pursuant  to  authority 
of  the  Interstate  Commerce  Commission  was  an  unsuccess¬ 
ful  applicant  for  certificates  of  convenience  and  necessity 
for  the  carriage  of  persons,  property  and  mail  in  two 
separate  proceedings  before  the  Civil  Aeronautics  Board, 
i.  e. :  Parks  Investigation  Case.  Docket  No.  3965,  et  al,  and 
Reopened  Mississippi  Valley  and  Southeastern  States  Cases. 
Docket  Nos.  548  and  501,  et  al. 
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Separate  Petitions  For  Judicial  Review  have  been  filed 
here.  Docket  No.  10,811,  seeking  review  of  the  Parks  In¬ 
vestigation  Case  and  Docket  No.  10,812  seeking  review  of  the 
Reopened  Mississippi  Valley  and  Southeastern  States  Case. 
Both  petitions  have  been  consolidated  for  hearing  herein. 

The  evidence  adduced  by  Continental  Southern  Lines, 
Inc.  differs  considerably  in  the  two  cases.  Insofar  as  the  in- 
tervenor,  Ozark  Airlines,  Inc.,  is  concerned,  the  difference 
in  the  records  in  the  two  cases  should  be  kept  clearly  in 
mind.  Ozark  was  not  a  party  in  the  Reopened  Mississippi 
Valley  and  Southeastern  States  Case ,  and  any  evidence  pro¬ 
duced  by  the  Petitioner  in  that  case  should  not  be  consider¬ 
ed  by  the  Court  in  passing  upon  the  Appeal  from  the  Parks 
Investigation  Case. 

The  chronology  of  the  procedural  steps  in  the  Parks  In¬ 
vestigation  Case  should  also  be  scrutinized  closely  because 
they  demonstrate  that  the  Petitioner  has  failed  to  present 
to  the  Board  for  decision  the  issue  of  which  they  principally 
complain,  viz :  approval  of  control  of  Continental  Southern 
Lines-  Inc.  by  Transcontinental  Bus  System,  Inc.  in  time  to 
obtain  a  decision  contemporaneous  with  decision  in  the  cer¬ 
tificate  application  case.  The  procedural  dates  are  as  fol¬ 
lows: 

Prehearing  Conference,  July  18, 1949. 

Continental  Southern’s  Application  filed  July  21,  1949. 

Hearing  in  Parks  Case,  September  28,  1949. 

Approval  of  Transcontinental’s  control  of  Southern 
Bus  Lines,  Inc.  by  Interstate  Commerce  Commission, 
August  19, 1949. 

Amendment  filed  with  CAB  to  change  name  of  South¬ 
ern  Bus  Lines,  Inc.  to  Continental  Southern  Lines, 
Inc.,  February  3,  1950. 

Application  for  approval  of  control  of  Continental 
Southern  Lines,  Inc.  by  Transcontinental  Bus  Sys¬ 
tem,  Inc.  filed  with  CAB,  March  7,  1950. 

The  Civil  Aeronautics  Board  by  Order  Serial  No.  E-4472 
selected  Ozark  Airlines,  Inc.,  as  being  fit,  willing,  and  able 
to  provide  the  service  found  to  be  required  by  public  conven- 
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ience  and  necessity  in  the  Parks  Investigation  Case  and  is¬ 
sued  a  certificate  to  Ozark  covering  the  areas  described  gen¬ 
erally  as  the  Mississippi  Valley  and  Great  Lakes  areas  ih 
the  Parks  Case.  The  Board  denied  the  application  of  the 
Petitioner  Continental  Southern  Lines,  Inc.,  on  the  grounds 
that: 

(1)  It  was  more  fitted  to  operate  in  the  area  south  of 
Memphis. 

(2)  The  necessity  of  obtaining  approval  of  control  of 
Continental  Southern  by  Transcontinental  Bui 
System  Inc.,  under  Section  408  of  the  Civil  Aero¬ 
nautics  Act  would  result  in  delays  and  uncertain^ 
ties  which  were  not  in  the  public  interest. 

(3)  If  approval  of  control  could  not  be  granted  undef 
Section  408  a  divestiture  would  be  required : 

(4)  If  Transcontinental  should  refuse  to  divest  itself 
of  control  of  Continental  Southern  the  issuance  of 
a  certificate  to  Continental  Southern  would  be 
futile,  further  delay  service  and  contrary  to  the 
public  interest. 

(5)  Even  if  Continental's  application  were  not  denied 
on  the  grounds  enumerated,  the  Board  could  not 
find  that  Continental  Southern  is  more  fit,  willing 
and  able  than  the  other  applicants  (App.  248-250). 

The  Petitioner  has  sought  by  consolidation  of  Docket  Nos. 
10,811  and  10,812  herein,  to  use  evidence  in  the  Reopened 
Msisissippi  Valley  and  Southeastern  States  Case  against 
Ozark  in  the  Parks  Investigation  Case  and  to  use  evidence 
in  the  Parks  Investigation  Case  against  Southern  Airlines 
in  the  Reopened  Mississippi  Valley  and  Southeastern  States 
Case.  Clearly  the  Board’s  decision  in  each  case  must  stand 
or  fall  upon  the  evidence  offered  in  the  particular  case  un¬ 
der  consideration.  The  evidence  cannot  be  accumulated  on 
appeal  against  a  successful  applicant  who  was  a  party  to 
only  one  case  below. 

Continental  Southern  alleges  that  the  Board  erred  in  se¬ 
lecting  Ozark  and  denying  the  application  of  Continental 
Southern  because: 

1.  The  Board  acted  unlawfully  and  abused  its  discre- 
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tion  in  finding  that  Ozark  submitted  an  alternative 
plan  for  operation  of  DC-3  aircraft. 

2.  The  Board  acted  unlawfully  and  abused  its  discre¬ 
tion  in  relying  upon  Ozark’s  representations  made 
at  the  hearing  that  it  could  secure  the  necessary 
capital. 

3.  The  Board  misinterpreted  its  statutory  authority  in 
holding  that  the  acquisition  of  control  of  Conti¬ 
nental  Southern  by  Transcontinental  Bus  System, 
Inc.  must  be  approved  under  Section  408  of  the  Civil 
Aeronautics  Act. 

4.  The  Board  acted  in  excess  of  its  authority  in  finding 
that  a  Section  408  proceeding,  if  required,  could  not 
be  made  inapplicable  by  approval  of  the  certificate 
transfer  application  filed  by  Petitioner  and  Trans¬ 
continental. 

5.  If  Section  408  is  applicable,  the  control  relationship 
is  governed  by  the  first  proviso  of  subsection  (b) 
which  prohibits  approval  of  control  which  would 
create  a  monoply  or  monopolies  and  thereby  restrain 
competition  or  jeopardize  another  air  carrier  not  a 
party  to  the  control  agreement,  and  that  the  second 
proviso,  which  requires  a  finding  that  the  trans¬ 
action  proposed  by  an  applicant  other  than  an  air 
carrier  will  promote  the  public  interest  by  enabling 
such  carrier  to  use  aircraft  to  public  advantage  in 
its  operation,  does  not  require  that  such  service  be 
auxiliary,  supplemental  and  incidental  to  its  sur¬ 
face  carrier  operations. 

6.  The  conclusion  that  approval  of  control  under  Sec¬ 
tion  408  would  result  in  “delays  and  uncertainties” 
is  erroneous. 

7.  The  anticipated  “delays  and  uncertainties”  are  the 
results  of  the  Board’s  refusal  to  decide  the  applica¬ 
tion  for  transfer  of  any  certificate  issued  to  Trans¬ 
continental  in  lieu  of  Continental  Southern. 

ARGUMENT 

1.  Ozark  Submitted  An  Alternate  Plan  For  Operation  Of 
DC-3  Aircraft. 

Mr.  Laddie  Hamilton,  President  of  Ozark,  proposed  the 
initial  use  of  Cessna  190  series  aircraft  due  to  operating 
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characteristics  of  the  aircraft,  terrain  in  the  areas  involved 
and  due  to  shortage  of  airports  then  suitable  for  DC-3  air¬ 
craft. 

“It  would  be  our  plan  to  supplement  or  replace  this 
equipment  with  more  suitable  equipment  as  traffic  de¬ 
velops  and  the  airports  along  the  various  routes  are 
improved  to  the  point  that  they  can  be  served  with 
larger,  or  more  adequate  airplanes.”  (App.  38-39). 

“The  plan  would  have  to  be  carried  out  by  routes, 
as  the  traffic  built  up  . . .  and  the  airports  on  this 
route  improved  to  the  point  that  larger  aircraft  of  the 
DC-3  type . . .  could  be  certificated  on  this  route.”  (App. 
39).  | 

A  mixed  operation — part  DC-3’s  and  part  single-engine 
aircraft  was  also  proposed. 

“  . . .  due  to  the  change  of  condition  of  airports.  What 
is  factual  today  might  not  be  30  days  from  now.  The 
operation  of  both  DC-3’s  and  Cessnas  on  different 
routes  would  not  create  any  substantial  operating  prob¬ 
lems,  or  difficulties.”  (App.  43). 

The  schedules  submitted  (App.  139-145)  could  be  operatj 
ed  with  either  type  of  equipment.  (App.  56,  69,  82).  1 

The  Civil  Aeronautics  Act  does  not  restrict  the  carrier  to 
the  use  of  any  particular  type  of  equipment  (App.  63  and 
Section  401  (f)  of  Civil  Aeronautics  Act  of  1938*). 

“If  Ozark  were  certificated,  why  I  see  no  reason  why 
after  the  certificate  is  issued,  if  DC-3  operation  was 
feasible  on  one  or  more  of  these  routes,  that  it  would 
not  be  put  in,  and  I  would  not  understand  the  Board 
as  thinking  that  they  should  do  otherwise ...  If  the 
parties  want  to  consider  this  as  a  specific  proposal,  we 
will  be  glad  to  make  it  on  that  basis.”  (App.  63).  j 


*  “No  term,  condition  or  limitation  of  a  certificate  shall 
restrict  the  right  of  an  air  carrier  to  add  to  or  change 
schedules,  equipment,  accomodations,  and  facilities  for  per¬ 
forming  the  authorized  transportation  and  service  as  the 
development  of  the  business  and  the  demand  of  the  public 
shall  require.”  Section  401  (f)  of  Civil  Aeronautics  Act  of 
1938,  as  amended. 
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If  the  airports  are  adequate  DC-3  would  provide  a  better 
operation.  (App.  70). 

Another  witness,  J.  B.  Carl,  Vice  President  of  Ozark, 
further  testified : 

“This  is  an  alternate  proposal,  to  show  that  the 
routes  can  be  put  in  operation ;  and  if  they  can  be  put 
in  operation,  what  it  would  cost  to  do  it  with  DC-3's,  as 
we  see  it . . .  We  don’t  know  what  the  CAB  will  require. 
We  are  ready,  willing  and  able  to  put  into  operation 
any  type  of  airplane  or  combination  of  types  that  they 
think  is  best  suited  to  serve  the  erea.”  (App.  73). 

“We  will  put  into  operation  whatever  the  Board 
thinks  the  most  feasible  and  practical ...  If  we  are 
certificated  they  might  indicate  what  would  be  better. 
That  is  a  matter  of  judgment  that  we  would  have  to 
study.”  (App.  76). 

“We  propose  to  start  the  operation  with  the  most 
suitable  aircraft  that  is  obtainable.  If  the  traffic  justi¬ 
fies  it  and  if  the  airports  justify  it,  then  we  will  be 
getting  larger  equipment.  All  we  want  is  to  do  business. 
If  the  cities  will  provide  the  airports  suitable  for  the 
DC-3  and  if  the  traffic  is  there  available  enough  for 
DC-3  operation,  we  will  be  glad  to  put  it  on  and  go  to 
even  larger  aircraft ...  I  think  we  should  have  lati¬ 
tude  enough  to  decide  on  what  equipment  should  be 
used  on  what  routes,  based  on  our  survey  of  the  busi¬ 
ness  available.”  (App.  83-84). 

It  is  difficult  to  comprehend  how  proposals  could  be 
more  specific  than  these,  unless  it  were  tied  down  to  only 
one  type  of  equipment.  Clearly  DC-3  operation  was  propos¬ 
ed  in  which  event  an  estimated  mail  pay  of  63  cents  per 
mile  would  apply  as  shown  by  Exhibit  8-B  (App.  176-177) 
and  in  the  event  Cessnas  were  used  estimated  mail  pay 
would  be  19  cents  per  mile  as  shown  by  Exhibit  8-A  (App. 
174)  to  which  Mr.  Carl  testified  (App.  75). 

2.  Ozark  Is  Financially  Fit ,  Willing  And  Able  To  Finance 

DCS  Operations, 

The  Petitioner,  Continental  Southern  lays  great  stress 
upon  its  contention  that  the  Board  found  that  only  ap¬ 
plicants  proposing  to  use  twin-engine  aircraft  could  qualify 
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for  certification  in  the  Parks  Investigation  Case. 

It  has  already  been  shown,  supra,  that  Ozark  did  propose 
use  of  DC-3  if  the  potential  traffic  available  and  the  air¬ 
ports  available  at  the  time  service  was  inaugurated  would 
permit  use  of  DC-3’s  (a  twin-engine  aircraft). 

I 

However,  the  contention  of  the  Petitioner  that  the  Board 
found  that  only  applicants  proposing  to  use  twin-engine  air¬ 
craft  could  qualify  is  erroneous. 

The  Board  found  that : 

“ . . .  substantial  parts  of  the  Parks  routes  could 
not  be  served  adequately  with  single-engine  aircrait 
and  that  an  aplicant  whose  ability  to  inaugurate  service 
over  those  routes  is  limited  to  inauguration  of  service 
with  small  single-engine  aircraft  should  not  be  selected 
herein.  (App.  246). 

The  Board  did  not  state  that  an  applicant  who  did  not 
propose  use  of  twin-engine  equipment  should  not  be  select^- 
ed.  On  the  contrary,  it  stated  that  an  applicant  whose  ability 
to  inaugurate  service  is  “limited”  to  inauguration  of  service 
with  small  single-engine  aircraft  should  not  be  selected. 

Pursuant  to  this  finding  any  applicant  who  could  provide 
service  with  twin-engine  equipment  could  have  been  select¬ 
ed,  if  otherwise  qualified,  regardless  of  whether  use  o^ 
twin-engine  equipment  was  proposed. 

The  proposed  plan  of  service  submitted  by  an  applicant 
is  only  one  of  several  tests  of  fitness,  willingness  and  ability. 
In  American  Export  Airlines ,  Inc. -Trans- Atlantic  Service , 

2  CAB  16  at  page  38,  the  Board  stated : 

“The  problem  of  equipment  is  important ...  but  it 
is  not  decisive  of  the  broad  economic  issues  of  public 
convenience  and  necessity  for  any  particular  service. 
Both  applicant  and  intervener  have  access  to  the  air¬ 
craft  markets  of  this  country,  and  it  is  to  be  assumed 
that  both  will  from  time  to  time  avail  themselves  of 
the  most  suitable  equipment  obtainable  in  such  markets. 
It  is  probable  that  neither  the  equipment  selected  by 
applicant  nor  that  on  order  by  intervener  will  be  the 
equipment  with  which  either  service  will  be  conducted 
ten  years  hence.” 
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Similarly  in  Southeastern  States  Case ,  Supplemental 
Opinion,  8  CAB  716  at  page  718,  the  Board  stated : 

“ ...  On  the  issue  of  fitness,  willingness  and  ability, 
it  has  not  been  the  practice  of  the  Board  in  a  proceeding 
of  this  type  to  require  an  aplicant  to  establish  beyond 
question  that  an  air  carrier  operating  certificate  will 
be  issued  which  will  permit  operations  precisely  as  pro¬ 
posed  ...  Its  president  testified  . . .  that  the  company 
preferred  twin-engine  aircraft  but  that  the  single¬ 
engine  proposal  was  dictated  principally  for  pick-up 
service  as  a  matter  of  economy.  In  any  event  we  assume 
that  any  carrier  awarded  a  route  will  choose  the  best 
and  most  suitable  type  of  equipment  available  at  the 
time  operations  are  begun.” 

These  decisions  clearly  demonstrate  that  the  Board's 
reference  to  single-engine  equipment  was  intended  to  re¬ 
strict  the  choice  of  a  carrier  to  those  whose  ability  to  in¬ 
augurate  service  with  twin-engine  equipment  was  shown  by 
the  record.  Whether  the  aplicant  proposed  the  use  of  single- 
engine  or  twin-engine  equipment  was  not  the  critical  factor. 
Those  who  could  not  inaugurate  service  with  twin-engine 
equipment  were  eliminated — not  because  they  proposed  use 
of  single-engine  aircraft,  but  because  they  were  unable  to 
prove  their  ability  to  provide  the  more  expensive  type  of 
twin-engine  equipment. 

The  plan  of  operation  with  both  types  of  equipment  so 
far  as  schedules,  personnel,  service,  etc.,  is  concerned  was 
essentially  the  same,  but  the  amount  of  capital  required  to 
inaugurate  service  with  twin-engine  equipment  was  almost 
double  the  cost  of  single-engine  equipment.  Ozark  was  able 
to  meet  the  capital  requirements  for  either  type  of  opera¬ 
tion. 

The  record  shows  that  Ozark  was  capitalized  for  $850,- 
000.00  (App.  178)  that  $100,000.00  had  been  subscribed  and 
paid  in  (App.  179) ;  that  $160,000.00  more  had  been  sub¬ 
scribed  (App.  179)  by  persons  whose  ability  to  pay  was 
proved  at  the  hearing  (App.  91-92)  and  which  would  be 
paid  upon  call ;  that  the  Industrial  Bank  of  St.  Louis,  Mis¬ 
souri,  had  agreed  to  lend  $400,000.00  on  equipment  (App. 
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179,181);  that  Laddie  Hamilton,  President  of  Ozark,  is 
worth  in  excess  of  $225,000  (App.  101) ;  that  Wagner  P. 
Theilens,  another  stockholder  is  worth  $651,135.00  (App. 
92) ;  that  Floyd  Jones,  another  stockholder,  carries  large 
cash  balances  (App.  97)  and  is  the  principal  beneficiary  of 
an  estate  consisting  of  several  hundred  thousand  dollars  of 
cash  and  Government  bonds  (App.  100) ;  that  Mr.  Matting¬ 
ly,  a  stockholder  and  director  in  several  banks  and  finance 
companies  had  raised  $200,000  in  one  week  end  for  another 
enterprise  (App.  102) ;  and  that  Ozark  is  prepared  and  will¬ 
ing  and  able  to  raise  $520,000  additional  capital  if  required 
(App.  94). 

The  record  further  shows  that  although  witnesses  for 
Ozark  were  cross  examined  extensively  on  their  financial 
ability  by  other  applicants,  Continental  Southern  did  not 
challenge  Ozark's  showing  of  financial  fitness  at  any  thine 
during  the  hearing  by  cross-examination  or  by  offering  aby 
rebuttal  testimony  to  disprove  Ozark's  ability  to  provide  the 
required  capital  funds. 

The  Board  after  discussing  the  requirements  of  Section 
408  and  the  necessity  for  approval  of  control  of  Continental 
Southern  by  Transcontinental  thereunder,  stated  further: 

“ . . .  Even  if  such  a  finding  were  not  required,  we  can¬ 
not  find  that  Continental  Southern,  under  the  facts  in 
this  case  is  relatively  more  fit,  willing  and  able  to 
operate  any  of  the  Parks  routes  than  the  other  Ap¬ 
plicants.”  (App.  250). 

Upon  referring  to  the  record  of  Continental  Southern  the 
reasons  for  the  Board’s  statement  are  convincing: 

1.  Mr.  R.  K.  Jeffries  Vice  President  and  General 
Manager  of  Southern  Bus  Lines,  Inc.  had  made  no  de¬ 
tailed  study  of  coordination  between  Transcontinental 
Bus  Line  routes  and  the  routes  proposed  in  the  area 
(App.  201) ; 

2.  The  airline  will  be  auxiliary  and  supplementary 
to  the  bus  system  “to  a  degree”.  They  will  “go  hand  in 
hand”.  (App.  202) ; 

3.  No  managing  head  of  the  proposed  airline  was 
then  employed  by  Southern  Bus  or  Continental 
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era,  and  no  man  had  been  selected.  (App.  202) ; 

4.  Transcontinental  will  have  direct  control  of  the 
airline.  (App.  202) ; 

5.  Continental  Southern  could  give  no  estimate  of 
how  soon  it  could  commence  operations  if  it  were  certi¬ 
ficated.  (App.  203) ; 

6.  Transcontinental  had  merely  reviewed  the  pro¬ 
posal  of  Southern  Bus  Lines ;  it  did  not  make  any  study 
of  the  airlines  requirements  .(App.  206) ; 

7.  Continental  Southern  offered  no  binding  commit¬ 
ment  to  finance  the  airline;  Transcontinental  offered 
none  and  Southern  relied  upon  $280,00  cash  above  its 
estimated  working  capital  requirements.  (App.  225). 

Vague  references  were  made  in  the  testimony  of  Mr. 
Jeffries  to  Southern  Bus  Lines'  ability  to  borrow  the  neces¬ 
sary  funds  from  non-in terested  parties  but  no  commitments 
were  offered.  (App.  225). 

Reference  was  also  made  to  borrowing  the  funds  from 
Transcontinental  Bus  System,  Inc.  but  no  commitment  was 
offered  by  Transcontinental.  (App.  225).  Although  Mr. 
Vaughan,  Assistant  to  the  President  of  Transcontinental 
said  if  Transcontinental  were  authorized  to  take  over 
Southern  Bus  Lines  “our  entire  organization  would  be  plac¬ 
ed  squarely  behind  it”  (App.  206),  he  did  not  state  that 
Transcontinental  had  made  any  commitment  to  finance  the 
airline  or  that  he  as  “Assistant  to  the  President”  had  been 
authorized  to  make  such  a  commitment  for  the  corporation 
at  the  hearing.  Furthermore,  no  showing  was  made  that  the 
Board  of  Directors  of  Transcontinental  had  authorized  him 
to  commit  the  corporation  to  furnish  the  funds  amounting 
to  approximately  $750,000.00,  or  was  any  showing  made 
that  Mr.  Vaughan  as  Assistant  to  the  Vice  President  was 
empowered  under  the  charter  and  by-laws  of  the  corpora¬ 
tion  to  rcommit  the  corporation  without  prior  authorization 
of  Transcontinental's  Board  of  Directors  (App.  228-230). 

The  record  further  shows  that  Transcontinental  Bus 
System,  Inc.  was  organized  for  the  dual  purpose  of  acquir¬ 
ing  certain  mtor  bus  operating  rights  and  acquiring  all  the 
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capital  stock  of  Continental  Bus  System.  No  showing  w&s 
made  that  Transcontinental  was  authorized  under  its  char¬ 
ter  and  by-laws  to  engage  in  air  carrier  operations.  (App. 
230). 

Most  certainly  the  Board  was  correct  in  deciding  thkt 
it  “cannot  find  that  Continental  Southern,  under  the  facts 
in  this  case,  is  relatively  more  fit,  willing  and  able  to  operate 
any  of  the  Parks  routes  than  the  other  applicants.”  (App. 
250). 

3.  Approval  Of  Acquisition  Of  Control  Of  Continental 
Southern  By  Transcontinental  Bus  System  Inc.,  Is  Re¬ 
quired  Under  Section  408 . 


Petitioner  has  resorted  to  an  ingenuous  argument  in  an 
attempt  to  evade  the  plain  provisions  of  Section  408  of  the 
Civil  Aeronautics  Act.  He  begins  with  the  premise  that 
since  the  surface  carrier,  Continental  Southern,  is  applying 
directly  to  the  Board,  it  does  not  become  an  air  carriep 
within  the  purview  of  the  Act  until  it  “undertakes  to  engage 
in  air  transportation”  and  Section  408  does  not  apply. 

Petitioner  then  argues  that  inasmuch  as  control  of  Con¬ 
tinental  Southern  was  acquired  by  Transcontinental  prior 
to  certification,  the  acquisition  of  control  of  one  surface 
carrier  by  another  surface  carrier  is  not  subject  to  juridic- 
tion  of  the  Board  under  Section  408,  even  though  the  sur¬ 
face  carrier  controlled  is  seeking  to  engage  in  air  trans¬ 
portation. 

Much  emphasis  has  been  placed  by  the  Petitioner  on  iti 
experience  as  an  “air  carrier”.  First  there  was  the  Aviation 
Division  of  Southern  Bus  Lines  from  a  fixed  base  at  Shreve¬ 
port,  Louisiana.  Then  from  December  11, 1945  to  November 
15,  1946,  Southern  Bus  operated  a  scheduled,  interstate, 
feeder-type  air  service  between  New  Orleans  and  Monroe 
via  Baton  Rouge  and  Alexandria,  Louisiana.  From  October 
8,  1946  to  November  15,  1946,  the  Company  offered  addi¬ 
tional  servcie  between  Shreveport  and  New  Orleans  via 
Natchitoches,  Lake  Charles,  Lafayette  and  Baton  Rouge 
App.  223-224).  These  operations  clearly  constituted  an  un- 
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dertaking  “to  engage  in  air  transportation”  as  defined  by 
Section  1  (2)  of  the  Act,  thereby  constituting  Southern  Bus 
Lines,  Inc.  an  “air  carrier”.  The  acquisition  of  control  of 
Southern  Bus  by  Continental  Southern  Lines,  Inc.  was 
therefore  subject  to  approval  under  Section  408  of  the 
Act  because  Southern  Bus  had  become  an  “air  carrier”  and 
control  of  an  air  carrier  had  been  acquired  by  the  surface 
carrier.  Continental  Southern  Lines,  Inc. 

Likewise  Continental  Southern  Lines,  Inc.  operated  an 
aviation  division  called  Mercury  Airlines  from  August  1946 
to  July  1947  (App.  230).  The  traffic  and  operating  statis¬ 
tics  of  Mercury  Airlines,  Exhibits  SLB-17  and  SLB-18  were 
omitted  from  the  Appendix  filed  herein. 

•  Clearly,  Mercury  Airlines’  operation  as  a  division  of  Con¬ 
tinental  Southern  was  an  undertaking  to  engage  in  air 
transportation  which  constituted  it  an  “air  carrier”  under 
Section  1  (2)  of  the  Act. 

The  acquisition  of  control  of  Continental  Southern  by 
Transcontinental  Bus  System,  Inc.,  was  also  required  to  be 
approved  by  the  Board  under  Section  408.  In  both  instances 
it  appears  that  the  provisions  of  Section  408  have  been 
violated.  When  surface  carrier  engages  in  air  transportation 
it  becomes  an  “air  carrier”.  And  when  control  of  an  air  car¬ 
rier  is  acquired  by  a  surface  carrier,  such  control  is  re¬ 
quired  to  be  approved  under  Section  408. 

But  assuming  arguendo  that  approval  ^  not  a  condition 
precedent  to  the  award  of  a  certificate  under  Section  401, 
the  Board  cannot  close  its  eyes  to  facts  which  the  Petition¬ 
er  has  already  placed  in  the  record  which  clearly  indicate 
that  approval  under  408  is  required  and  which,  on  the 
basis  of  the  evidence  submitted  by  the  Petitioner,  could  not 
be  approved  without  further  hearings  and  delays. 

The  record  creates  grave  doubt  that  the  airline  will  be 
“auxiliary,  supplementary  and  incidental”  to  the  bus  opera¬ 
tion.  The  Petitioner’s  witnesses  frankly  stated  that  the  air¬ 
line  will  be  auxiliary  and  supplementary  “to  a  degree”. 
They  will  “go  hand  in  hand”  (App.  202).  Transcontinental 
will  have  direct  control  of  the  airline  (App.  202).  Thus  the 
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Board  correctly  concluded : 


“ ...  it  is  apparent  on  the  face  of  the  situation  that 
the  408  proceeding  would  involve  substantial  questions 
and  that  there  is  serious  doubt  as  to  whether  or  not  the 
control  of  Continental  Southern  by  Transcontinental 
could  be  approved.”  (App.  249). 

The  application  to  transfer  to  Transcontinental  any  certi¬ 
ficate  which  might  be  issued  to  Continental  Southern  W|as 
a  plain  attempt  to  evade  the  restrictions  of  Section  408. 
denying  Petitioners  request  to  transfer  the  certificate 
Transcontinental,  the  Board  succinctly  stated: 

“  . . .  This  application  is  predicated  upon  the  assump¬ 
tion  that  the  Board  can  certificate  Continental  South¬ 
ern  in  this  case,  the  certificate  may  be  transferred  )to 
Transcontinental  pursuant  to  Section  401  (i)  of  tjie 
Act,  and  that  there  will  be  no  necessity  for  approval 
under  Section  408  of  the  relationship  between  Trans¬ 
continental  and  Continental  Southern  . . .  Basically 
what  the  applicants  are  thus  asking  us  to  do  is  to  read 
Section  408  out  of  the  Act  through  the  device  of 
transfer  under  Section  401  (i)”.  (App.  250). 

“ . . .  We  do  not  believe  that  it  would  be  consistent 
with  the  public  interest  for  us  to  attempt  to  avoid  thjis 
obligation  through  the  device  of  a  transfer  under  Sec¬ 
tion  401  (a)  of  the  Act  which  does  not  eliminate  the 
relationship  which  Congress  intended  to  restrict^” 
(App.  251). 

The  ingenuous  arguments  of  Petitioner  that  approval  of 
the  control  relationship  under  Section  408  is  not  required 
is  a  complete  reversal  of  the  argument  made  to  the  Examin¬ 
er  where  Petitioner  stated  in  its  brief : 

“This  relationship  between  Transcontinental  and 
Southern  is  one  which  must  eventually  be  approved  by 
the  Board  under  Section  408,  of  the  Civil  Aeronautics 
Act  of  1938,  as  amended.”  (App.  231). 

4.  Approval  of  Control  Is  Governed  By  Second  Proviso  of 
Section  408  (b). 

Petitioner  contends  that  the  first  proviso  of  Section  408 
(b)  governs  the  approval,  if  approval  is  required.  The  first 
proviso  reads  as  follows : 
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“Provided,  that  the  Authority  shall  not  approve  any 
consolidation,  merger,  purchase,  lease,  operating  con¬ 
tract,  or  acquisition  of  control  which  would  result  in 
creating  a  monoply  or  monopolies  and  thereby  restrain 
competition  or  jeopardize  another  air  carrier  not  a 
party  to  the  consolidation,  merger,  purchase,  lease, 
operating  contract,  or  acquisition  of  control.” 

There  is  no  doubt  that  this  proviso  applies  to  acquisition 
of  control  agreement  and  that  any  common  carrier  (air 
or  surface  carrier)  which  acquires  control  of  an  air  carrier 
must  meet  the  requirements  of  this  proviso  before  such  con¬ 
trol  may  be  approved. 

But  in  the  case  of  a  surface  carrier  acquiring  control  of 
an  air  carrier  Congress  imposed  a  second  requirement  in 
Section  408  (b) : 

“Provided  further.  That  if  the  applicant  is  a  carrier 
other  than  an  air  carrier,  or  a  person  controlled  by  a 
carrier  other  than  an  air  carrier,  or  affiliated  therewith 
within  the  meaning  of  Section  5  (8)  of  the  Interstate 
Commerce  Act.  as  amended,  such  aplicant  shall  for  the 
purpose  of  this  Section  be  considered  an  air  carrier 
and  the  Authority  shall  not  enter  such  an  order  of  ap¬ 
proval  unless  it  finds  that  the  transaction  proposed  will 
promote  the  public  interest  by  enabling  such  carrier 
other  than  an  air  carrier  to  use  aircraft  to  public  ad¬ 
vantage  in  its  operation  and  will  not  restrain  competi¬ 
tion.” 

This  proviso  removes  any  doubt  of  the  status  of  the  sur¬ 
face  carrier  applicant  by  declaring  that  such  applicant 
(other  tnan  an  air  carrier  or  a  person  controlled  by  a  carrier 
other  than  an  air  carrier,  or  affiliated  therewith  within  the 
meaning  of  Section  5  (8)  of  the  Interstate  Commerce  Act, 
as  amended)  shall  for  the  purpose  of  this  Section  be  con¬ 
sidered  an  air  carrier. 

Continental  Southern  and  Transcontinental  are  both 
“carriers  other  than  an  air  carrier”  because  they  are  engag¬ 
ed  in  motor  carrier  transportation  pursuant  to  authoriza¬ 
tion  of  the  Interstate  Commerce  Commission.  The  same  is 
true  of  Southern  Bus  Lines,  Inc. 

Likewise,  Southern  Bus  is  controlled  by  Continental 
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Southern,  a  surface  carrier,  which  in  turn  is  controlled  by 
Transcontinental,  another  surface  carrier. 

Southern  Bus  and  Continental  Southern  had  previously 
become  “air  carriers”  by  engaging  in  air  transportation. 
(App.  223,  224,  230).  The  acqusition  of  control  of  Southern 
Bus  by  Continental  Southern,  and  subsequently  the  acquisi¬ 
tion  of  control  of  Continental  Southern  by  Transcontinental 
(both  being  carriers  other  than  air  carrier  because  of  their 
motorbus  operations)  are  subject  to  the  second  proviso  of 
Section  408  (b)  which  forbids  Board  approval  “unless  it 
finds  that  the  transaction  proposed  will  promote  the  public 
interest  by  enabling  such  carrier  other  than  an  air  carrier 
to  use  aircraft  to  public  advantage  in  its  operation  and  will 
not  restrain  competition.” 

“Use  of  aircraft  to  public  advantage  in  its  operation”  has 
been  interpreted  as  being  “auxiliary,  supplementary  and 
incidental  to”  the  surface  carrier  operations  of  the  apT 
plicant. 

The  nistory  of  the  development  of  this  interpretation  is 
too  well  known  to  require  lengthy  discussion.  The  Interstate 
Commerce  Act  contains  a  similar  proviso: 

“ ...  if  a  carrier  by  railroad,  or  any  person  which  is 
controlled  by  such  a  carrier  or  affiliated  therewith 
within  the  meaning  of  paragraph  6,  is  an  applicant . . . 
the  Commission  shall  not  enter  such  an  order  unless  it 
finds  that  the  transaction  proposed  will  be  consistent 
with  the  public  interest  and  will  enable  such  carrier 
other  than  a  motor  carrier  to  use  service  by  motor  ve¬ 
hicle  to  public  advantage  in  its  operations  and  will  not 
unduly  restrain  competition.”  (49  U.S.C.A.  Section  5 
(2)  (b). 

The  Interstate  Commerce  Commission  in  its  brief  Nos.  38 
and  39,  United  States  v.  Texas  &  Pacific  Motor  Transport 
Co,  71  S.  Ct.,  340  U.S.  450,  95  L.Ed.  367.  collected  120 
cases  beginning  in  1936  with  Volume  1  of  the  Motor  Carrier 
Keports,  dealing  with  the  issuance  of  certificates  to  motor 
subsidiaries  of  rail  carriers.  The  great  bulk  of  these  cases 
makes  specific  reference  to  the  auxiliary  and  supplemental 
standard  (U.  S,  v.  Rock  Island  Motor  Transit  Co„  71  S.  Ct. 
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382,  340  U.S.  419,  95  L.Ed.  351,  page  358,  footnote  10). 

The  reason  for  that  proviso  was  that  at  the  time  when 
this  act  was  under  consideration  there  was  a  feeling  on  the 
part  of  many  that  railroads  should  not  be  permitted  to 
acquire  motor  carriers  at  all.  See  Commissioner  Eastman, 
Hearings  before  Subcommittee  on  Interstate  Commerce, 
U.  S.  Senate  on  S  3606,  75  Cong.  3d  Sess.  23. 

In  earlier  decisions  the  CAB  held  that  a  showing  was  re¬ 
quired  by  an  applicant  other  than  an  air  carrier  that  it 
would  be  able  to  promote  the  public  interest  by  using  air¬ 
craft  to  public  advantage  in  its  operations  before  it  could 
be  awarded  a  certificate  under  Section  401.  After  further 
study,  the  Board  no  longer  holds  that  such  a  showing  is  re¬ 
quired  as  “a  legal  condition  to  the  grant  of  a  certificate  of 
public  convenience  and  necessity  to  a  surface  carrier.” 
American  President  Lines,  Ltd .  et  al.,  7  CAB  799,  801 : 

“This  does  not  mean,  however,  that  the  policy  of  the 
proviso  cannot  or  should  not  be  considered  in  determin¬ 
ing  whether  the  public  convenience  and  necessity  re¬ 
quires  the  issuance  of  a  certificate  to  a  surface  carrier 
applicant.  There  is  a  significant  difference  between  a 
legal  condition  to  Board  action  and  a  statutory  stand¬ 
ard  to  be  considered  in  reaching  a  judgment.  The  form¬ 
er  is  rigid  in  its  requirement  and  leaves  the  Board  no 
discretion  as  to  its  application;  the  latter  is  a  guide 
which,  with  other  appropriate  standards,  lights  the 
way  to  a  judgment  based  on  sound  discretion. 

In  our  opinion,  the  Board  must  consider  the  stand¬ 
ards  set  forth  in  Section  2  and  other  pertinent  sections 
of  the  Act*  including  Section  408  (b)  in  determining 
the  question  of  public  convenience  and  necessity  when 
that  issue  is  presented  by  the  application  of  a  surface 
carrier  for  a  certificate .... 

_ all  applicants  engaged  in  business  activities 

which,  upon  the  facts  of  the  particular  case,  were 
shown  to  be  in  conflict  with  the  interests  of  air  trans¬ 
portation  would  find  it  more  difficult  to  comply  with 
the  standards  of  the  Civil  Aeronautics  Act  than  ap¬ 
plicants  not  involved  in  such  conflicting  business  acti¬ 
vities. 
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. . .  the  Board  has  the  power  and  the  duty  in  a  pro¬ 
ceeding  under  Section  401  to  limit  the  entry  of  a  surface 
carrier  into  air  transportation  to  operations  which 
would  enable  such  surface  carrier  to  use  aircraft  to 
public  advantage  in  its  surface  transport  operation  un¬ 
less  the  records  of  the  case  were  to  reveal  that  the 
public  interest  required  service  by  a  surface  carrier 
regardless  of  the  circumstance  that  it  was  a  surfade 
carrier.”  Id. 

This  interpretation  is  in  accord  with  the  interpretation  of 
the  Interstate  Commerce  Commission  in  regard  to  entry  of 
a  railroad  into  the  motor  carrier  field  as  an  applicant  for 
a  certificate  of  puolic  convenience  and  necessity  instead  of 
by  acquiring  control  of  a  motor  carrier  and  seeking  ap¬ 
proval  of  such  control. 

i.*ie  United  States  Supreme  Court  cited  with  approval 
this  interpretation  of  the  Interstate  Commerce  Commission 
in  U.  S.  v.  Rock  Island  Motor  Transport  Co.,  71  S  Ct.  382, 
340  U.  S.  '419,  95  L.Ed.  351  at  page  356,  footnote  4  as  fol¬ 
lows: 


“In  other  words,  a  railroad  applicant  for  authority 
to  operate  as  a  common  carrier  by  motor  vehicle, 
though  required  to  do  no  more  than  prove,  as  any  other 
applicant,  tnat  its  service  is  required  by  public  con¬ 
venience  and  necessity,  has  a  special  burden,  not  by  rea¬ 
son  of  any  attitude  or  action  on  our  part,  but  by  rea¬ 
son  of  the  very  circumstances  that  it  is  a  railroad. 
Where  it  fails  to  show  special  circumstances  negativ-| 
ing  any  disadvantage  to  the  public  from  this  fact,  a 
grant  of  authority  to  supply  motor  service  other  than 
service  auxiliary  and  supplemental  to  train  service  is 
not  justified.” 

I 

Continuing  further  at  page  357  of  the  opinion,  the 
Supreme  Court  further  stated: 

“We  think  that  at  the  time  of  issuance  of  the  certi¬ 
ficate,  if  the  Commission  reasonably  deems  the  restric¬ 
tion  useful  in  protecting  competition,  or  for  other  sta¬ 
tutory  purposes,  the  Commission  may  require  the  rail¬ 
road  affiliated  motor  carrier  to  perform  only  those 
services  which  are  auxiliary  or  supplemental  to  the  rail 
service.” 


18 


Applying  the  same  test  to  the  decision  of  the  Civil  Aero¬ 
nautics  Board  in  the  Parks  Investigation  Case ,  the  Board 
could,  at  the  time  of  issuing  the  certificate  to  a  surface  car¬ 
rier,  if  “it  deems  the  restriction  useful  in  protecting  compe¬ 
tition”,  restrict  the  applicant  to  the  performance  only  of 
those  services  which  are  auxiliary  and  supplemental  to  its 
surface  carrier  operations. 

If,  however,  the  Board  determines  upon  the  basis  of  facts 
substantially  supported  by  the  record  that  such  auxiliary 
and  supplemental  service  will  not  adequately  serve  the 
public  convenience  and  necessity,  the  application  for  a 
certificate  should  not  be  granted.  The  Board  found  that 
Continental  Southern  had  failed  to  make  the  additional 
showing  required  of  a  surface  carrier  and  its  application 
was  properly  denied. 

5.  Approval  Of  Control  Under  Section  408  Would  Result  In 

Delays  And  Uncertainties . 

Petitioner  argues  that  approval  of  control  of  Continental 
Southern  by  Transcontinental  would  not  involve  delays  and 
uncertainties.  Examination  of  a  number  of  acquisition  cases 
decided  by  CAB  diclose  the  following  delays : 

Acquisition  of  Marquette  by  TWA,  filed  October  6, 
1939,  Decided  July  3, 1940, 2  CAB  1. 

Pan  American  Airways,  Inc.,  et  al — Merger  of  Pan 
American  Airways  System,  filed  August  9,  1940,  De¬ 
cided  December  31,  1940,  2  CAB  503. 

American  Export  Airlines,  Inc.,  Control  by  American 
Export  Lines,  Inc.,  filed  May  9,  1939,  Decided  July 
12,  1940,  2  CAB  16. 

Acquisition  of  Marquette  by  TWA-Supplemental 
Opinion,  filed  October  6,  1939,  Decided  December  31, 
1940, 2  CAB  409. 

Acquisition  of  Pan  American  Airways — Africa,  Ltd., 
filed  August  21,  1940,  Decided  August  28,  1941.  3 
CAB  32. 
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Acquisition  of  TACA  by  American  Export  Airlines 
Inc.,  filed  October  17,  1940,  Decided  December  i4, 
1941,  3  CAB  216. 

Wein  Alaska  Airlines,  Inc. — Acquisition  of  Mirow 
Air  Service,  filed  January  14,  1941,  Decided  Novenli- 
ber  18,  1941,  3  CAB  207. 

American  Export  Lines,  Inc.,  Control  of  American 
Export  Airlines,  Inc.,  filed  July  12,  1940,  Decideld 
July  30. 1942,  3  CAB  619. 

TWA  Control  by  Hughes  Tool  Co.,  filed  January  8, 
1947,  Decided  June  30, 1948,  9  CAB  381. 

American  Airlines  Control  of  Mid-Continent  Air*- 
lines,  Filed  October  1,  1945,  Decided  September  27, 
1946,  7  CAB  365. 

National-Caribbean-Atlantic  Control  Case,  filed  May) 
2,  1945,  Decided  March  1, 1946,  6  CAB  671. 

Many  other  cases  could  be  cited  which  will  confirm  thatl 
the  delays  in  presentation  and  decision  of  acquisition  of  con-| 
trol  cases  are  substantial.  Few  can  be  heard  and  decided  in 
less  than  six  months  and  the  average  time  required  in 
previous  cases  has  been  nearly  a  year. 

The  Board  also  properly  found  that  special  conditions 
existed  requiring  immediate  service  in  the  area  which  Con¬ 
tinental  Southern  could  not  satisfy.  (App.  247,  249). 

That  there  are  also  grave  uncertainties  whether  such 
control  can  be  approved  by  the  Board  has  been  thoroughly 
discussed  supra. 

6.  The  Anticipated  Delays  And  Uncertainties  Are  Not  The 

Result  Of  The  Board* s  Refusal  To  Hear  Petitioner’s  Ap¬ 
plication  For  Transfer  Of  Certificate. 

The  Petitioner  was  plainly  told  by  the  Board  that  in  the 
Board’s  judgment  Section  408  (b)  applied  to  the  control  of 
Petitioner  by  Transcontinental.  The  Petitioner  knew  that 
such  control  was  required  under  Section  408  because  the 
following  statement  was  incorporated  in  Petitioner’s  brief 
to  the  Examiner: 
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“Subsequent  to  the  preparation  of  exhibits  but  prior 
to  the  hearing  in  this  case  all  of  the  stock  of  Southern 
Bus  Lines  was  purchased  by  Transcontinental  Bus  Sys¬ 
tem  and  the  name  was  changed  to  Continental  South¬ 
ern.  The  relationship  between  Transcontinental  and 
Southern  is  one  which  must  eventually  be  approved  by 
the  Board  under  Section  408  of  the  Civil  Aeronatutics 
Act  of  1938,  as  amended.”  (App.  231). 

Exhibits  were  due  in  the  Parks  Investigation  Case  on 
September  6, 1949.  The  hearing  was  commenced  on  Septem¬ 
ber  28,  1949.  Briefs  were  due  January  5,  1950.  At  some 
time  between  September  6,  1949  and  January  5.  1950,  the 
Petitioner  became  aware  that  the  control  relationship  must 
be  approved  by  the  Board  and  so  stated  in  the  brief  filed 
January  5,  1950.  (App.  231). 

Notwithstanding  this  requirement  which  was  known  to 
the  Petitioner,  application  for  approval,  was  not  filed  by 
Petitioner  until  March  7,  1950  —  more  than  5  months 
after  the  hearing  and  more  than  2  months  after  the  Peti¬ 
tioner  unequivocably  stated  in  its  brief  that  such  control 
must  “eventually”  be  approved  by  the  Board.  Any  delay  in 
hearing  and  decision  on  the  application  for  approval  of  con¬ 
trol  by  Transcontinental  was  primarily  due  to  the  failure 
of  the  Petitioner  to  file  its  application  early  enough  for  it  to 
be  heard  and  disposed  of  by  the  time  decision  was  rendered 
in  the  Parks  Investigation  Case  on  August  1,  1950. 

The  joint  application  of  Transcontinental  and  Continent¬ 
al  Southern  for  “transfer  of  a  certificate  or  certificates 
which  may  hereafter  be  issued  to  Southern”  was  a  desper¬ 
ate,  last-minute,  legal  maneuver  to  avoid  the  consequences 
of  Continental  Southern’s  and  Transcontinental’s  failure 
to  file  a  timely  application  for  approval  of  the  control  re¬ 
lationship  under  Section  408  and  obtain  a  hearing  prior  to 
decision  in  the  Parks  Investigation  Case. 

Instead  of  the  anticipated  delays  and  uncertainties  being 
the  result  of  the  Board’s  action  in  refusing  to  assign  for 
hearing  the  application  for  transfer  to  Transcontinental  of 
any  certificate  or  certificates  which  may  be  hereafter  issued 
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to  Southern,  the  delays  and  uncertainties  are  the  direct 
result  of  the  Petitioners  action  in  failing  or  refusing  to  file 
an  application  under  Section  408  for  approval  of  Trans¬ 
continental’s  control  of  Continental  Southern  until  5  months 
after  the  hearing  of  Continental  Southern’s  application  fojr 
a  certificate  under  Section  401. 

CONCLUSIONS 

| 

1.  The  Board  properly  found  that  Ozark  submitted 
an  alternative  plan  for  DC-3  operation. 

2.  Ozark  made  a  substantial  and  adequate  showing 
or  organizational  and  financial  fitness  to  conduct  thej 
service  required  by  the  certificate  awarded  to  it. 

3.  Continental  Southern  was  not  fit,  willing  and  ablq 
to  provide  the  service  found  to  be  necessary  by  the) 
Board  because: 

a.  It  had  no  experienced  aviation  personnel. 

b.  It  had  no  equipment. 

c.  It  offered  no  firm  financial  commitments  to 

provide  the  required  capital. 

d.  It  is  controlled  by  a  surface  carrier  which  re¬ 
quires  approval  under  Section  408  of  the  Act. 

e.  It  had  made  no  detailed  study  of  coordination 
between  its  bus  routes  and  the  air  routes  pro¬ 
posed  for  the  area. 

f.  The  airline  would  not  be  auxiliary  and  supple¬ 
mentary  to  the  bus  operation.  They  would  go 
“hand  in  hand”. 

g.  No  estimate  could  be  furnished  of  how  soon  it 
could  commence  operations  if  it  were  certificat¬ 
ed. 

4.  The  Board  correctly  decided  that  the  airline 
operation  must  be  auxiliary  and  supplementary  to  the 
bus  operations  to  meet  the  requirements  of  Section  408 
(b)  of  the  Civil  Aeronautics  Act. 

5.  Approval  of  control  of  Continental  Southern  by 
Transcontinental  under  Section  408  would  result  in  de¬ 
lays  and  uncertainties. 

6.  The  anticipated  delays  and  uncertainties  are  the 
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result  of  the  Petitioners  failure  or  refusal  to  file  a  time¬ 
ly  application  for  approval  of  such  control. 

7.  Urgency  of  the  public  convenience  and  necessity 
for  immediate  srevice  required  award  to  Ozark  Airlines 
Inc. 

On  the  basis  of  the  foregoing  authorities  and  record,  it  is 
submitted  that  the  Petition  for  Review  should  be  denied. 

Respectfully  submitted, 

L.  Alton  Denslow 
James  W.  Batchelor 
530  Washington  Building 
Washington,  D.  C. 

Barak  T.  Mattingly 
408  Olive  Street 
St.  Louis,  Missouri 

Attorneys  for  Intervenor, 
OZARK  AIRLINES,  INC. 


BRIEF  FOR  INTERVENOR 
SOUTHERN  AIRWAYS,  INC.,  IN  NO.  10,812 


IN  THE 

United  States  Court  of  Appeals 

For  the  District  of  Columbia  Circuit. 


No.  10,81 1 

Coxtinext^IlL  Southern  Lines,  Inc.,  Petitioner , 

v. 

Civil  Aeronautics  Board,  Respondent, 
Ozark  Airlines,  Inc.,  Intervenor. 


No.  10,812 

Continental  Southern  Lines,  Inc.,  Petitioner, 


v. 

Civil  Aeronautics  Board,  Respondent, 
Southern  Airways,  Inc.,  Intervenor. 


On  Petitions  for  Review  of  Orders  of  the  Civil  Aeronautics 

Board. 


L .. .  ( icic-c  Ccuri  of  Appeals 
r&r  '‘re 

l  c  f  Columbia  Circuit 

HIED  aug  io  195: 


August  20,  1951. 


Cecil  A.  Beasley,  Jr. 

Eugene  B.  Thomas,  Jr. 

American  Security  Building 
"Washington,  D.  C. 
Attorneys  for  Intervenor , 
Southern  Airways,  Inc. 


Press  or  Byron  S.  Adams.  Washington.  D.  C. 


STATEMENT  OF  QUESTIONS  PRESENTED 

Questions  presented  by  the  appeal  in  Case  No.  10,812! 
are,  in  the  opinion  of  the  intervenor,  Southern  Airways, 
Inc.,  as  follows: 

1.  Whether,  pursuant  to  Section  408  of  the  Civil 
Aeronautics  Act  separate  and  additional  proceeding^ 
would  have  been  required  prior  to  operation  of  th$ 
routes  here  under  review  by  petitioner  and  whether 
the  Board  was  justified  in  selecting  another  applicant 
which  was  fit,  willing  and  able  to  provide  the  service 
promptly  in  order  to  avoid  the  delay  in  inauguration 
of  such  service  which  would  have  necessarily  resulted 
from  such  additional  proceedings  had  petitioner  been 
selected. 

2.  If  the  court  determines  question  1  favorably  to 
petitioner,  whether  the  Board  was  arbitrary  and  capri  ¬ 
cious  in  determining  that  the  public  convenience  and 
necessity  did  not  require  a  more  extensive  route 
authorization  in  the  area  involved. 

3.  If  the  court  determines  questions  1  and  2  favor  ¬ 
ably  to  petitioner,  whether  the  Board  was  arbitrary 
and  capricious  in  determining  that  the  routes  found 
to  be  required  by  the  public  convenience  and  necessity 
were  too  small  for  operation  as  a  single  system  an<} 
that  service  on  such  routes  could  be  justified  only  as 
an  extension  of  an  existing  air  transportation  systen| 
previously  established  by  the  Board. 

4.  If  the  court  determines  questions  1,  2  and  3  favor¬ 
ably  to  petitioner,  whether  the  Board  was  justified 
in  finding  that  Southern  Airways,  Inc.,  was  fit,  willing 
and  able  to  perform  the  air  transportation  for  whiclj 
it  was  certified. 
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ways,  Inc.,  fit,  willing  and  able . 
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support  the  findings  that  Southern  was  finan¬ 
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IN  THE 


United  States  Court  of  Appeals 

For  the  District  of  Columbia  Circuit. 

No.  10811 

Continental  Southern  Lines,  Inc.,  Petitioner , 

v. 

Civil  Aeronautics  Board,  Respondent , 

Ozark  Airlines,  Inc.,  Intervenor. 

No.  10812 

Continental  Southern  Lines,  Inc.,  Petitioner , 

v. 

Civil  Aeronautics  Board,  Respondent, 
Southern  Airways,  Inc.,  Intervenor. 


On  Petitions  for  Review  of  Orders  of  the  Civil  Aeronautics 

Board. 


STATEMENT  OF  THE  CASE 

Southern  Airways,  Inc.,  (hereinafter  sometimes  called 
“Southern”)  was  the  successful  applicant  in  the  pro¬ 
ceeding  before  the  Civil  Aeronautics  Board  (hereinafter 
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sometimes  called  “Board”)  in  the  Reopened  Mississippi 
Valley  &  Southeastern  States  Cases ,  (hereinafter  some¬ 
times  called  the  “Reopened  Mississippi  Valley  Case”) 
(JA  706  et  seq ),  the  subject  of  the  petition  for  review  by 
this  Court  in  Case  No.  10,812.1  In  that  case,  decided  July 
28,  1950,  Southern  was  authorized  to  engage  in  air  trans¬ 
portation  of  persons,  property  and  mail  over  the  follow¬ 
ing  route  segments  ( JA  739) : 

1.  Between  the  terminal  point  Memphis,  Tennessee, 
the  intermediate  points  Clarksdale,  Mississippi,  Green¬ 
ville,  Mississippi,  Vicksburg,  Mississippi,  Jackson,  Mis¬ 
sissippi,  Natchez,  Mississippi,  Baton  Rouge,  Louisiana, 
and  the  terminal  point  New  Orleans,  Louisiana. 

2.  Between  the  terminal  point  Columbus,  Missis¬ 
sippi,  the  intermediate  points  Jackson,  Mississippi, 
Laurel,  Mississippi,  Hattiesburg,  Mississippi  and  the 
terminal  point  Mobile,  Alabama. 

The  company  had  previously  been  awarded  route  seg¬ 
ments  by  the  Board  in  the  case  known  as  the  Southeastern 
States  Case ,  7  C.A.B.  863  (1947),  (JA  431,  576),  as  follows: 

1.  Between  the  terminal  point  Memphis,  Tennessee, 
the  intermediate  points  Tupelo,  Mississippi,  Columbus, 
Mississippi,  Tuscaloosa,  Alabama,  Birmingham,  Ala¬ 
bama,  Gadsden,  Alabama,  Atlanta,  Georgia,  Athens, 
Georgia,  Greenwood,  South  Carolina,  Greenville,  South 
Carolina,  Spartanburg,  South  Carolina,  Rock  Hill, 
South  Carolina,  and  the  terminal  point  Charlotte, 
North  Carolina; 

2.  Between  the  terminal  point  Atlanta,  Georgia,  the 
intermediate  points  La  Grange,  Georgia,  Columbus, 
Georgia,  Albany,  Georgia,  Moultrie,  Georgia,  Valdosta, 
Georgia,  and  the  terminal  point  Jacksonville,  Florida ; 

3.  Between  the  terminal  point  Columbus,  Georgia, 
the  intermediate  points  Macon,  Georgia.,  Augusta, 
Georgia,  Orangeburg,  South  Carolina,  and  the  terminal 
point  Charleston,  South  Carolina. 

l  Southern  was  permitted  to  intervene  in  Case  No.  10,812  by  an  order  of  this 
Court  dated  December  1,  1950. 
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At  the  time  the  company  was  awarded  the  two  route  seg¬ 
ments  which  are  the  subject  of  this  appeal,  it  was  an 
operating  air  carrier  (with  an  established  organization; 
including  flight  equipment,  facilities  and  personnel),  pro-| 
viding  scheduled  air  transportation  service  over  the  three 
routes  listed  above  in  states  contiguous  to  the  area  involved 
in  the  Reopened  Mississippi  Valley  Case,  the  case  herej 
under  review  (JA  502,  527,  529-536,  713).  j 

In  the  Southeastern  States  Case  Southern  had  propose^ 
as  a  part  of  its  over  all  system  routes  in  Mississippi,  Louisi¬ 
ana  and  Alabama  which  generally  corresponded  with  those 
awarded  it  in  the  Reopened  Mississippi  Valley  Case  (JA 
425  (at  754  et  seq),  7  C.A.B.  863;  431-2).  In  the  South* 
eastern  States  Case  the  Board,  however,  took  no  actioij 
upon  the  application  of  Southern  for  service  in  Mississippi^ 
Louisiana  and  portions  of  Alabama  but  deferred  action  onl 
Southern’s  application  (and  those  of  other  applicants)  and 
the  matter  of  establishment  of  local  service  to  cities  in  such 
states  (other  than  the  service  specifically  authorized)  for 
consideration  with  the  Misissippi  Valley  Case  (8  C.A.B. 
726,  at  752,  JA  425  at  752).  On  December  18,  1947,  the 
Board  issued  its  original  decision  and  order  in  the  Missis¬ 
sippi  Valley  Case,  which,  among  other  things,  authorized 
Southern  to  engage  in  air  transportation  of  persons,  prop¬ 
erty  and  mail  for  three  years  (JA  425  et  seq).  Upon  re¬ 
consideration,  the  Board  on  April  2,  1948  reopened  the 
Mississippi  Valley  Case  because  of  the  “possibility  of  a 
legal  defect”  (not  relevant  to  any  of  the  issues  in  this 
appeal)  and  designated  the  reopened  proceedings  the 
Reopened  Mississippi  Valley  and  Southeastern  States  Case 
(JA  427). 

Pursuant  to  the  Board’s  order  Serial  No.  E-2111  (JA 
438),  evidence  taken  in  this  reopened  proceeding  became 
a  part  of  the  records  in  the  Mississippi  Valley  and  South¬ 
eastern  States  Cases  and  all  such  evidence  having  to  do 
with  the  need  of  local  service  in  the  area  concerned  and  the 
fitness  and  ability  of  applicants  in  those  proceedings  be- 


4 


came  a  part  of  the  record  for  consideration  by  the  Board 
in  reaching  its  decision  in  the  reopened  case. 

Continental  Southern  Lines,  Inc.,2  (hereinafter  some¬ 
times  called  “ Continental  Southern”),  the  petitioner  in  this 
proceeding,  was  an  unsuccessful  applicant  in  all  three 
cases — the  Southeastern  States  Case,  (7  C.A.B.  863)3,  the 
Mississippi  Valley  Case  (JA  425)  and  the  Reopened  Mis¬ 
sissippi  Valley  Case  (JA  706). 4  Continental  Southern,  a 
wholly  owned  subsidiary  of  Transcontinental  Bus  System, 
Inc.,  (JA  549,  712),  is  now  and  for  years  has  been  engaged 
in  conducting  bus  service  in  an  area  which  includes  the 
states  of  Mississippi,  Louisiana  and  Alabama  (JA  443-4). 
It  is  not  engaged  in  the  air  transportation  business,  has  no 
aircraft,  flying  equipment,  or  flight  personnel  (JA  442, 
446). 

The  Board  found  in  the  Reopened  Mississippi  Valley  Case 
that  the  public  convenience  and  necessity  did  not  require 
in  the  area  involved  routes  sufficiently  extensive  to  justify 
their  operation  as  an  independent  system  and  that  the 
only  manner  in  which  the  smaller  service  found  required 
by  public  convenience  and  necessity  could  be  operated 
economically  was  by  integration  with  the  routes  of  an 
existing  air  carrier  ( JA  724).  The  Board  found  that  South¬ 
ern  Airways  was  fit,  willing  and  able  to  perform  properly 
air  transportation  over  the  routes  required  (JA  736)  and 


2  Applicant  up  to  and  at  the  time  of  the  hearing  before  the  Examiner  of 
Board  in  the  Reopened  Mississippi  V alley  Case,  was  known  as  Southern  Bus 
Lines,  Inc.  After  the  hearing,  the  I.C.C.  approved  the  acquisition  of  Southern 
Bus  Lines,  Inc.,  by  the  Transcontinental  Bus  Company  (see  Trancontinental 
Bus  Sytem,  Inc. — Control — Southern  Bus  Lines,  Inc.,  56  M.C.C.  803  (1950)), 
and  shortly  thereafter  petitioner’s  name  was  changed  from  Southern  Bus 
Lines,  Inc.,  to  Continental  Southern  Lines,  Inc.  (JA  549). 

3  While  not  printed  as  a  part  of  the  Joint  Appendix,  the  Board’s  opinion  is 
a  part  of  the  designated  record  and  copies  were  physically  lodged  with  this 
Court  in  lieu  of  printing.  See  page  5247-A  of  the  Transcript  of  Record  in 
this  case  lodged  in  this  Court  on  November  28,  1950. 

4  Continental  Southern  was  one  of  seven  parties  which  unsuccessfully  op¬ 
posed  the  award  of  the  routes  to  Southern,  in  the  Reopened  Mississippi  Valley 
Case.  These  parties  included  Chicago  and  Southern  Airlines,  Inc.,  Eastern 
Airlines,  Inc.,  National  Airlines,  Inc.,  Delta  Airlines,  Inc.,  Magnolia  Airways 
and  Aviation  Co.,  Trans-Texas  Airways,  and  Continental  Southern.  Of  these 
parties  only  Continental  Southern  filed  a  petition  for  review  (JA  706). 
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that  the  required  routes  formed  a  logical  part  of  Southern’s 
existing  system  and  could  be  integrated  with  that  system 
to  form  an  economical  operation  (JA  714).  It  further 
found  that  Southern  was  a  going  concern  and  as  an  existing 
carrier  could  commence  the  service  with  relatively  littl^ 
delay  (JA  726,  727)  and  that  the  award  of  the  new  routes 
to  it  would  strengthen  Southern  and  provide  a  sound  trans¬ 
portation  unit  (JA  727).  On  the  basis  of  these  findings^ 
the  Board  selected  Southern  to  operate  the  routes  which 
are  the  subject  of  this  appeal. 

Separate  and  distinct  from  the  Board’s  affirmative  choice; 
of  Southern  over  other  applicants  for  reasons  summarized 
above,  the  Board  rejected  Continental  Southern  because  it 
found  that  as  a  result  of  the  Company’s  surface  carrier 
affiliations,5  a  proceeding  under  Section  408  of  the  Civl. 
Aeronautics  Act  would  be  required  and  that  such  proceed¬ 
ing  would  necessarily  cause  delay  in  commencement  of  the 
service,  contrary  to  the  public  interest  (JA  726). 

Continental  Southern’s  petition  to  the  Board  for  rehear¬ 
ing  and  reconsideration  was  denied  (JA  555,  575).  Within 
the  allowed  statutory  period  Continental  Southern  filed  in 
this  Court  a  petition  for  review  of  the  order  of  the  Board 
and  a  motion  to  stay  said  order  pending  appeal.  The  motion 
to  stay  was  denied  by  this  Court  on  December  1,  1950. 

By  an  order  of  this  Court  dated  November  1,  1950,  this 
case,  Case  No.  10,812,  involving  the  Reopened  Mississippi^ 
Valley  Case  was  consolidated  for  the  purposes  of  filing 
briefs  and  for  oral  argument  with  the  appeal  in  Case  No 
10811  involving  the  Parks  Investigation  Case. 

While  Continental  Southern  is  petitioner  in  both  appeals, 
the  facts  and  questions  presented  are  by  no  means  identical 
The  only  issue  common  to  both  arises  from  the  finding  by 
the  Board  in  each  case  that  because  of  the  control  of  peti- 

5  These  surface  carrier  affiliations  are  shown  in  the  stock  relationship  chart 
at  page  519  of  the  Joint  Appendix.  These  affiliations  had  been  discussed  in 
the  original  Mississippi  Valley  Case  (JA  539)  and  the  Examiner's  recommenda¬ 
tion  to  the  Board  in  the  reopened  proceeding  that  the  petitioner  be  certificated 
for  routes,  caused  the  Department  of  Justice  to  object  again  to  the  selection 
of  petitioner  in  the  reopened  case  (JA  546-548). 
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tioner  by  a  surface  carrier,  selection  of  petitioner  would 
necessitate  additional  proceedings  and  that  the  resultant 
delay  in  inauguration  of  service  would  not  be  in  the  public 
interest.  While  this  may  be  the  only  ground  for  rejection 
of  Continental  Southern  in  Case  No.  10811,  it  is  neither 
the  sole  nor  even  the  principal  finding  in  Case  No.  10812 
upon  which  the  Board  rejected  petitioner  and  selected 
Southern.6 


STATUTES  INVOLVED 

The  most  pertinent  provisions  of  the  Civil  Aeronautics 
Act  as  amended,  of  1938,  49  U.  S.  C.  401,  et  seq.,  are  set 
forth  in  the  Appendix  to  this  brief.  Other  applicable  pro¬ 
visions  are  cited  at  the  appropriate  places  in  the  text  of 
the  brief. 

SUMMARY  OF  ARGUMENT: 

v»v  •«*  Petitioner  was  rejected  because  the  Board  properly  found 
that  if  petitioner  were  selected  it  could  not  begin  operations 
without  additional  proceedings  pursuant  to  Section  408  of 
the  Act  and  that  the  subsequent  proceedings  would  result  in 
unnecessary  delay.  Should  the  court  find  that  the  Board 
was  correct  in  this  determination  it  must  affirm  the  order 
awarding  the  route  to  Southern.  Only  if  the  court  agrees 
with  petitioner  that  the  Board  erred  in  respect  to  Section 
408  will  it  be  necessary  to  consider  petitioner’s  further  alle¬ 
gations  of  error.  Argument  on  these  further  allegations 
of  error  is  summarized  below. 

The  Board  did  not  err  in  not  granting  a  more  extensive 
system.  The  problem  of  determining  the  size  of  routes  and 
the  cities  which  shall  receive  service  involves  matters  of 
complex  transportation  policy  and  is  particularly  with¬ 
in  the  sphere  of  duties  delegated  by  Congress  to  the 
Board  by  the  Civil  Aeronautics  Act.  The  Board  did 
not  summarily  deny  service  to  certain  cities  but  considered 
the  economic  potential  of  the  area,  the  existing  surface 


6  See  Supra,  pp.  4,  5,  where  these  other  findings  are  summarized. 
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transportation  facilities,  and  the  existing  air  service.  It 
then  decided  after  full  discussion  of  the  evidence  presented 
in  this  case  and  in  the  original  Mississippi  Valley  Case,  that 
upon  the  basis  of  all  this  evidence,  the  public  convenience 
and  necessity  did  not  justify  a  more  extensive  system  in 
Louisiana.  Clearly  the  determination  of  ultimate  facts 
was  based  on  adequate  findings  supported  by  substantial 
evidence  and  was  reasonable  on  the  basis  of  such  findings. 


The  Board  was  equally  correct  in  deciding  that  the  routes 
required  by  the  public  convenience  and  necessity  were  too 
small  to  be  operated  by  an  independent  carrier.  Even  if 
petitioner’s  contention  that  the  Board  has  awarded  smaller 
systems  to  independent  carriers  in  other  cases  were  relevant 
to  the  present  case,  subsequent  facts  show  that  in  most  in¬ 
stances  the  carriers  awarded  these  smaller  routes  have 
applied  for  extensions  and  additions  to'p&sent  systemsand 
have  alleged  the  necessity  of  larger  routes  for  -ft?  broader 
operating  basetto  assure  more  economical  .operation  of 
route  systemJJ  better  integration  of  i4*Pn$utes  and  better 
utilization  of  tfcrequipment.  These  were  the  very  factors 
upon  which  the  Board  decided  that  the  routes  involved 
in  this  proceeding  should  be  awarded  to  an  existing  carrier. 
Similar  considerations  have  resulted  in  Board’s  evolving 
certain  principles  for  the  strengthening  of  existing  carriers 
and  the  integration  and  development  of  the  air  transporta¬ 
tion  system  as  a  whole.  The  Board  specifically  found  that 
each  of  these  principles  was  applicable  in  this  case.  Peti¬ 
tioner’s  argument  that  it  suffered  prejudicial  error  in  this 
case  because  of  the  Board’s  failure  to  award  it  a  certificate 
in  the  Parks  Investigation  Case  is  untenable. 


First,  entirely  aside  from  the  rejection  of  petitioner 
because  of  Section  408  considerations,  Southern  was  found 
fit,  willing  and  able  to  operate  the  routes.  Second,  in  addi¬ 
tion  to  petitioner  and  the  successful  applicants  in  each 
case,  there  were  several  other  applicants  to  whom  the 
Board  might  have  awarded  the  routes  in  either  case. 
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There  is  sufficient  evidence  in  the  record  to  show  that 
Southern  was  financially  fit  to  be  selected  for  the  routes. 
The  head  of  the  underwriting  department  of  a  large  invest¬ 
ment  banking  firm  testified  that  if  the  Company  were 
awarded  the  routes,  his  company  would  be  interested  in 
raising  the  necessary  capital.  It  was  further  shown  that 
no  operating  airline,  such  as  Southern,  had  ever  been  unable 
to  finance  extension  of  its  routes.  On  similar  evidence  the 
Board  has  certificated  other  companies  (most  of  them  non¬ 
operating  companies  at  the  time  the  routes  were  awarded 
and  without  the  substantial  advantages  Southern  enjoyed 
as  an  operating  company)  to  operate  routes.  There  is  no 
requirement  that  a  company  must  actually  have  firm  com¬ 
mitments  for  financing  routes  before  it  can  be  awarded  a 
certificate  for  such  routes.  It  is  also  established  that  the 
Board  may  award  a  certificate  of  convenience  and  necessity 
to  a  company  whose  liabilities  exceed  its  assets.  United 
States  v.  Pierce  Auto  Freight  Lines ,  327  U.  S.  515,  533, 
534,  90  L  Ed  821,  833,  834  (1946). 

Southern  proved  beyond  any  question  of  doubt  that  on 
an  overall  basis  it  was  the  most  qualified  of  all  the  appli¬ 
cants.  Southern’s  executive  officers  had  had  extensive 
experience  in  the  aviation  field  and  for  a  number  of  years 
it  had  rendered  important  aviation  service  in  the  area  for 
which  it  had  made  application  to  serve  in  this  case.  It 
had  in  its  employ  well  trained  and  competent  airline  per¬ 
sonnel.  At  the  time  the  Board  decided  this  case,  Southern 
had  been  operating  as  a  scheduled  air  carrier  for  over  a 
year.  It  had  invested  in  operating  property  and  equipment 
over  a  half  million  dollars.  Petitioner  had  none  of  these 
qualifications. 


9 


ARGUMENT 

1.  Introduction. 

Petitioner’s  allegations  of  error  in  the  Reopened  Missis¬ 
sippi  Valley  Case  fall  into  four  general  categories.  The 
first  is  that  the  Board  acted  arbitrarily  in  not  finding  that 
the  public  convenience  and  necessity  required  a  more  exten¬ 
sive  route  system  in  western  Louisiana.  Next,  petitioner 
alleges  that  even  if  the  Board  were  justified  in  not  approv¬ 
ing  a  more  extensive  route  system,  the  routes  it  did 
authorize  were  sufficiently  large  to  warrant  their  being 
operated  by  an  independent  feeder  carrier.  Petitioner’s 
third  category  is  that  there  was  insufficient  evidence  in  the 
record  to  support  the  Board’s  finding  that  Southern  was 
financially  fit,  willing  and  able  to  operate  the  routes 
awarded  to  it.  Its  fourth  category,  common  to  both  the 
Parks  Investigation  Case  (Case  No.  10811)  and  the  Re¬ 
opened  Mississippi  Valley  Case  (Case  No.  10812),  is  that 
the  Board  has  erroneously  interpreted  Section  408  of  the 
Civil  Aeronautics  Act  as  requiring,  if  petitioner  had  been 
certificated,  additional  proceedings  and  that  the  Board 
was  not  justified  (if  this  interpretation  was  correct)  in 
selecting  other  applicants  to  avoid  delay  in  the  inaugura¬ 
tion  of  service  found  to  be  required  promptly  in  the  public 
interest. 

The  Board’s  selection  of  Southern  and  rejection  of  Con¬ 
tinental  Southern  were  based  not  only  upon  findings  involv¬ 
ing  Section  408  but  also  (and  independently  of  the  Section 
408  matter)  upon  findings  regarding  the  extent  of  the  service 
required  and  findings  that  such  service  could  be  rendered 
economically  only  by  operation  as  an  integral  part  of  an 
existing  system  and  not  by  an  independent  air  carrier  with¬ 
out  other  routes.  To  reverse  the  award  to  Southern,  there¬ 
fore,  petitioner  must  convince  this  Court  first,  that  peti¬ 
tioner  is  correct  as  to  its  position  on  Section  408.  If 
petitioner  is  unsuccessful,  then  the  Board  must  be  af¬ 
firmed  in  both  Case  No.  10,811  and  10,812  for  the  reasons 
stated  in  the  brief  of  Respondent.  Persuasion  of  the 


10 


Court  to  its  view  regarding  Section  408,  however,  is  not 
alone  sufficient  for  reversal  in  Case  No.  10,812.  In  this 
case  the  Board’s  order  awarding  routes  to  Southern  must 
nevertheless  be  affirmed  unless  the  Court  is  also  persuaded 
that  petitioner  is  correct  in  its  contention  that  the  Board 
erred  in  the  additional  and  independent  findings  on  the 
basis  of  which  it  rejected  Continental  Southern  and  selected 
Southern. 

Since  the  Board  has  devoted  the  principal  part  of  its 
brief  to  answering  and  refuting  petitioner’s  contentions 
regarding  Section  408,  argument  in  this  brief  will  be  con¬ 
fined  to  the  first  three  categories  of  allegations  of  error, 
all  of  which  relate  exclusively  to  the  Board’s  decision  in  the 
Reopened  Mississippi  Valley  Case ,  Case  No.  10,812. 

2.  The  Board  Did  Not  Err  in  Not  Granting  A  More  Exten¬ 
sive  System 

In  the  original  Mississippi  Valley  Case  the  Board  found 
that  the  public  convenience  and  necessity  required  routes 
in  this  area  which  comprised  some  950  miles  and  awarded 
them  to  Southern  (JA  425).  These  routes  were,  with  rela¬ 
tively  minor  variations,  similar  to  the  routes  authorized 
by  the  Board  in  the  Reopened  Mississippi  Valley  Case,  and 
pursuant  to  Order  E-2111,  all  evidence  on  which  the  Board 
selected  the  routes  in  the  original  proceeding  became  a 
part  of  the  record  in  the  reopened  case.7  Petitioner  in 
the  Reopened  Mississippi  Valley  Case  applied  for  route 
segments  in  excess  of  1,500  miles  (JA  712).  The  Examiner 
in  the  Reopened  Mississippi  Valley  Case  recommended  that 
routes  totaling  approximately  1,500  miles  be  authorized 
(JA  665).  The  Board  found  in  the  Reopened  Mississippi 
Valley  Case,  as  it  had  in  the  original  case,  that  the  public 
convenience  and  necessity  required  routes  of  only  some 
800  miles  (JA  715,  719). 


7  Supra,  pp.  3,  4. 
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Petitioner’s  principal  argument  that  a  more  extensile 
system  should  have  been  authorized  is  based  upon  the  fact 
that  two  segments  for  which  it  applied  were  not  granted 
to  any  applicant  (p.  24  et  seq.,  Petitioner’s  Brief).  The^e 
segments  are  located  in  the  western  part  of  Louisiana  and 
are  the  Lake  Charles-Baton  Rouge-Monroe  segment  and  the 
Shreveport-Lake  Charles  segment.  Petitioner  insists  th4t 
■when  the  Board  awarded  route  segments  on  two  othdr 
segments  (Mobile- Jackson  and  Columbus- Jackson)  and  did 
not  do  so  for  the  above-named  segments  it  acted  arbitrarily 
and  capriciously  (pp.  25-26,  Petitioner’s  Brief).  In  support 
of  this  contention  petitioner  states  that  substantially  the 
only  evidence  before  the  Board  indicating  the  economic 
potential  of  the  routes  was  statistics  showing  certain 
traffic  movements  of  bus  passengers  carried  by  Continental 
Southern  between  certain  of  the  cities  selected  for  service 
during  a  one-week  period  in  a  recent  year  (p.  25,  Peti¬ 
tioner’s  Brief),  and  that  these  statistics  were  not  properly 
compared  with  the  bus  traffic  between  the  cities  in  Louisiana 
where  service  was  not  authorized  (p.  24  et  seq.,  Petitioner’s 
Brief). 

Nowhere  does  petitioner  challenge  the  Board’s  findings 
and  conclusions  that  the  public  convenience  and  necessity 
required  air  transportation  to  the  cities  on  the  Mobile  - 
Jackson  and  the  Columbus- Jackson  segments  or  allege  that 
the  Board  acted  arbitrarily  in  granting  such  service.  Peti¬ 
tioner  simply  argues  that  if  the  Board  found  the  public 
convenience  and  necessity  required  the  Mobile- Jackson  and 
Columbus- Jackson  segments,  it  should  also  have  found  that 
the  Lake  Charles-Baton  Rouge-Monroe  segment  and  the 
Shreveport-Lake  Charles  segment  were  economically 
stronger  and  had  more  traffic  potential  than  the  other  two 
route  segments.  Petitioner  argues  that  this  is  so  for  the 
sole  reason  that  petitioner’s  own  records  on  traffic  (only  one 
and  not  an  important  or  persuasive  factor  in  connectioi|i 
with  the  determination  to  be  made)  indicated  more  traffic 
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over  the  routes  rejected  than  over  those  authorized  (pp. 
24-5,  Petitioner’s  Brief).8 

Determination  of  routes  required  by  the  public  con¬ 
venience  and  necessity  is  a  matter  peculiarly  within  the 
competency  of  the  Civil  Aeronautics  Board  and  is  one 
of  the  primary  duties  assigned  by  Congress  to  that  agency 
as  the  expert  quasi  judicial  body  in  the  field  of  aviation 
(Section  401,  Civil  Aeronautics  Act,  49  U.S.C.  481).  Section 
2  of  the  Act  (49  U.S.C.  402),  (the  declaration  of  policy 
which  enumerates  the  complex  standards  that  must  be 
considered),  indicates  the  wisdom  of  Congress  in  assigning 
such  difficult  matters  as  the  selection  of  routes  to  a  special¬ 
ized  and  expert  body.  Thus,  in  performing  its  duty  in  this 
connection  the  Board  pursuant  to  Section  2  must  consider, 
among  other  things,  the  development  of  a  sound  overall 
transportation  system  adapted  to  the  present  and  future 
needs  of  the  commerce  of  the  United  States,  the  postal 
service  and  the  national  defense.  It  is  specifically  directed 
to  “foster  sound  economic  conditions”  and  to  consider 
“competition  to  the  extent  necessary  to  assure  the  sound 
development  of  an  air  transportation  system”.  Obviously 
no  simple  comparison  of  the  kind  petitioner  urges  can 
decide  so  complex  a  matter  as  the  determination  of  routes 
required  by  the  public  convenience  and  necessity. 

The  fact  is  that  specific  comparison  which  petitioner 
insists  the  Board  erred  in  failing  to  make  would  be  of  little 
or  no  value.  That  petitioner’s  own  records  show  greater 
bus  travel  between  the  segments  rejected  than  between  the 
segments  selected  means  nothing  without  further  informa¬ 
tion  regarding  the  comparative  quality  of  service  rendered 
by  the  bus  company  over  the  respective  segments,  includ¬ 
ing  relative  convenience  of  schedules,  comparative  fre¬ 
quency  of  schedules  and  equipment  used.  Other  considera- 

8  Petitioner  in  this  argument  uses  carefully  selected  segments,  ignoring  other 
segments  which  were  also  involved  and  the  fact  that  the  question  which  the 
Board  had  for  determination  was  establishment  of  service  as  an  economically 
feasible  unit,  a  determination  which  could  not  be  made  in  a  vacuum  on  the 
basis  of  separate  segments  as  such. 
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tions  affecting  the  validity  of  bus  traffic  records  to  deter¬ 
mine  the  need  of  air  routes  involve  the  accessibility  qf 
airports  to  the  respective  towns,  availability  of  other  com¬ 
peting  surface  transportation  as  between  the  pairs  qf 
towns,  and  many  other  factors.  The  Board  may  have 
rejected  the  comparison  for  any  or  all  of  such  reasons 
and  it  is  not  incumbent  upon  an  administrative  agency, 
provided  its  decision  is  otherwise  in  accordance  with  the 
law,  to  anticipate  and  discuss  in  its  opinion  every  possible 
contention  that  may  be  raised  by  an  unsuccessful  appli¬ 
cant.  Baltimore  &  Ohio  R.R.  v.  United  States,  298  U.S. 
349,  359,  80  L.  Ed  1209, 1219  (1936) ;  Accord,  Mackey  Radio 
&  Telephone  Co .  v.  Federal  Communications  Commissio\i, 
68  U.  S.  App.  D.  C.  336,  340,  97  F.  2d  641,  645  (1938). 
Furthermore,  petitioner  is  without  standing  to  challenge 
the  Board’s  ruling  as  its  application  was  already  denied 
on  other  grounds.  When  an  application  has  been  right' y 
denied  on  other  grounds,  it  is  not  incumbent  upon  tljie 
Board  to  make  a  formal  or  direct  comparison  between  the 
applicant  which  has  already  been  denied  and  the  applicant 
which  may  be  granted.  Simmons  v.  Federal  Communicqr 
tions  Commission,  79  U.  S.  App.  D.  C.  264,  145  F.  2d  5^8 
(1944). 

The  Board  did  not  arbitrarily  deny  the  service  to  the 
cities  in  western  Louisiana  or  abritrarily  find  that  the 
public  convenience  and  necessity  required  in  the  area  only 
a  relatively  small  system.  It  specifically  found  that  there 
were  adequate  surface  transportation  facilities  in  tie 
area  ( JA  722) ;  that  there  was  adequate  air  transportation 
to  most  of  the  cities  in  the  area  ( JA  714-721) ;  that  on  one 
of  the  segments  (where  petitioner  contends  authorization 
should  have  been  granted)  service  by  an  additional  carrier 
would  be  “duplicative  of  Eastern’s  and  would  not  be  in  the 
public  interest”  (JA  721) ;  and  that  the  economic  potential 
of  this  western  area  of  Louisiana  as  a  whole  did  not  justify 
the  certification  of  an  additional  air  carrier  (JA  725).  On 
the  basis  of  these  findings  the  Board  chose  the  routes  and 
determined  the  extent  of  the  service  required  by  the  public 
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convenience  and  necessity.  Clearly  its  ultimate  determina¬ 
tion  was  based  on  adequate  basic  findings  supported  by 
substantial  evidence.9  No  more  is  required.  See  Saginaw 
Broadcasting  Co.  v.  Federal  Communications  Commission, 
60  U.  S.  App.  D.  C.  282,  287,  96  F.  2d  554,  559,  560  (1938). 

3.  The  Board  Did  Not  Err  in  Determining  That  the  Routes 
Authorized  Were  Too  Small  for  a  Single  System  and 
in  Not  Awarding  the  Routes  to  an  Independent 
Carrier 

The  Board’s  decision  as  to  whether  the  routes  author¬ 
ized  should  have  been  awarded  to  an  independent,  non¬ 
operating  applicant  or  to  an  existing  carrier  presents 
again,  a  complicated  question  peculiarly  within  the  Board’s 
specialized  and  expert  province  of  determination.10  The 
appraisal  of  the  numerous  factors  involved  is  for  trans¬ 
portation  experts  and  their  expert  judgment  is  entitled  to 
great  weight.  Under  such  circumstances  and  on  the  basis 
of  the  facts  in  this  record  the  court  could  not  disturb  the 
Board’s  findings  without  invading  the  province  reserved 
for  that  expert  administrative  body.  New  York  v.  United 
States,  331  U.S.  284,  326,  330,  91  L.  Ed  1492,  1525,  1527 
(1946).  Accord,  In  Re  New  England  Power  Association, 
66  F.  Supp.  378,  382  (D.  Mass.  1946),  aff’d  sub  nom.,  Lahti 
v.  New  England  Power  Association,  160  F.  2d  845  (CCA  1st 


®  There  can  be  no  question  regarding  evidence  in  the  record  to  support  the 
Board’s  basic  findings  in  this  connection.  The  records  in  the  Southeastern 
States  case,  the  Mississippi  Valley  case  (all  of  which  were  made  a  part  of  the 
record  in  this  proceeding,  JA  438)  and  in  the  Reopened  Mississippi  Valley  case 
are  replete  with  evidence  on  terrain,  economic  worth,  existing  air  and  surface 
transportation  facilities,  etc.  in  the  area.  Furthermore,  by  stipulation  peti¬ 
tioner  agreed  that  the  findings  of  fact  by  the  Board  *  *  relating  to  the  economic 
characteristics  of  the  area  embraced  in  the  Board’s  proceeding,  the  trans¬ 
portation  facilities  available  in  such  area,  and  the  volume  of  all  classes  and 
forms  of  traffic  moving  between  points  therein,  other  than  the  ultimate  find¬ 
ings  of  convenience  and  necessity,  are  supported  by  substantial  evidence  of 
record  and  are  correct.  Provided,  however,  that  any  such  factual  findings  by 
the  Board  which  may  be  contrary  to  the  Examiner’s  findings  shall  be  deemed 
to  be  supported  by  substantial  evidence  and  to  be  correct”  (JA  517). 

10  Cf.  supra,  p.  12,  ct  seq. 
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1947) ;  Interstate  Commerce  Commission  v.  Parker ,  3$6 
U.S.  60,  89  L.  Ed  2053  (1945). 

Petitioner  attempts  to  show  by  a  comparison  with  the 
route  mileage  awarded  in  prior  cases  by  the  Board  to  other 
feeder  carriers  (pp.  26-27,  Petitioner’s  Brief)  and  by  se¬ 
lected  economic  statistics  (pp.  28-29,  Petitioner’s  Brief)11 
that  the  award  of  800  miles  of  routes  was  sufficient  to  justly 
the  certification  of  an  independent  carrier.  The  precise 
question  regarding  size  decided  by  the  Board  in  the  five 
cases  cited  by  petitioner  was  determination  of  the  appro¬ 
priate  mileage  to  be  awarded  in  the  specific  area  and  under 
the  peculiar  circumstance  relevant  to  each  of  those  par¬ 
ticular  cases.  Matters  of  terrain,  of  the  reasonable  expec¬ 
tation  of  traffic  potential  and  the  pattern  of  routes  (which 
has  an  important  effect  on  economy  of  operation  of  the 
service)  vary  greatly  from  area  to  area  and  a  route  of  the 
same  length  in  one  part  of  the  United  States  may  justify  hn 
operation  as  a  single  system  while  a  system  of  the  saihe 
route  mileage  would  be  entirely  inadequate  in  another  arqa. 
It  was  these  very  factors  that  the  Board  considered  ai|id 
upon  which  it  based  its  conclusion  in  this  case  that  the 
authorized  routes  in  the  particular  area  here  involved 
could  be  “justified  only  if  operated  as  part  of  an  existing 
system”  (JA  724,  725). 

Furthermore,  the  Board  has  gained  experience  since 
award  of  the  route  mileages  in  the  cases  relied  upon  by 
petitioner  and  has  recognized  that  systems  of  limited  mile¬ 
age  can  result  in  disproportionately  high  indirect  expenses 
per  mile  because  of  the  small  mileage  base  over  which  such 
expenses  must  be  spread.  Additional  Service  to  Florida 
Case y  9  C.A.B.  444  (1948).  Of  three  of  the  five  carriers 
cited  by  petitioner,  Lake  Central,  West  Coast,  and  B|o- 


il  The  economic  statistics  are  carefully  selected  and  constructed,  are  mis¬ 
leading  and  contain  errors  which  are  apparent  on  the  face  of  the  figures  used. 
See  pp.  35-37,  Respondent’s  Brief.  The  statistics  are  meaningless  and  with¬ 
out  persuasive  value. 
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nanza,  each  has  subsequent  to  its  original  award  peti¬ 
tioned  the  Board  for  additional  mileage  and  as  one  of 
the  grounds  for  the  request  taken  the  position  that  addi¬ 
tional  mileage  would  offer  a  broader  base  and  result  in 
more  economical  operations.12  West  Coast  also  has  now 
pending  a  petition  to  the  Board  for  the  approval  of  a 
proposed  merger  with  another  feeder  carrier  and  in  sup¬ 
port  thereof  contends  that  the  combined  systems  could 
be  operated  more  economically  and  at  the  same  time  would 
provide  better  service  to  the  cities  on  its  routes  ( South¬ 
west-West  Coast  Merger  Case.  C.A.B.  Docket  No.  4405 
(filed  April  10,  1950)). 

As  a  result  of  regulatory  experience  with  the  feeder 
carrier  program  and  otherwise,  the  Board  has  evolved  cer¬ 
tain  principles  which  include  the  policy  to  strengthen  eco¬ 
nomically  an  existing  carrier  wherever  possible ;  to  provide, 
other  things  being  equal,  route  patterns  that  make  possible 
more  advantageous  scheduling  for  purposes  of  integrating 
and  developing  a  sound  transportation  unit ;  and  to  permit 
maximum  utilization  of  equipment  and  a  more  economical 
spread  of  overhead  expenses.  Mississippi  Valley  Case,  8 
C.A.B.  726,  746,  (1947) ;  Southeastern  States  Case,  7  C.A.B. 
863,  886  (1947) ;  Colonial  Airlines,  Inc.,  Atlantic  Seaboard 
Operation,  4  C.A.B.  633,  635  (1944) ;  Transcontinental  and 
Western  Air,  Inc.,  Detroit-Memphis  Service,  6  C.A.B.  117, 
128  (1944) ;  Mid-Continent  Airlines,  Inc.,  Kansas  City- 
Tulsa-New  Orleans  Service,  6  C.A.B.  253,  262  (1945) ;  Latin- 
American  Air  Service,  6  C.A.B.  857,  911  (1946).  The  Board 
specifically  found  that  each  of  these  objectives  could  be 
accomplished  by  the  addition  of  the  routes  to  an  existing 
system  (JA  727)  and  based  its  conclusion  that  the  routes 
should  he  operated  as  an  integral  part  of  Southern’s  system 


12  Application  of  West  Coast  Airlines,  Inc.,  for  an  additional  segment  to 
its  routes,  C.A.B.  Docket  No.  4024;  Brief  of  Bonanza  Airlines  to  Examiner  in 
Beopencd  Calif omia-Nevada  Service  case,  C.A.B.  Docket  No.  2019;  Brief  of 
Lake  Central  to  Examiner  in  the  Matter  of  Indiana-Ohio  Local  Service  Case, 
C.AJB.  Docket  No.  4034. 
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on  such  basic  findings.13  These  findings  provide  a  perfectly 
adequate  basis  for  the  selection  of  Southern  (a  going  aijr 
carrier  operating  in  an  area  contiguous  to  the  area  in¬ 
volved)  and  the  rejection  of  Continental  Southern  (a  bus 
company  without  any  air  transportation  routes  or  organ¬ 
ization  with  which  to  integrate  the  selected  routes). 

Finally,  petitioner  states  that  since  the  Board  found  that 
the  route  segments  awarded  should  be  given  to  an  existing 
carrier,  the  Reopened  Mississippi  Valley  Case  must  also  be 
reversed.  Petitioner’s  reasoning  is  that  if  the  Board  had 
not  erred  in  deciding  the  408  question  in  the  Parks  Investi¬ 
gation  Case ,  petitioner  would  have  been  an  existing  air 
carrier  (i.e.,  would  have  been  the  successful  applicant  in 
that  case)  and,  therefore,  would  have  been  entitled  to  the 
route  segments  in  the  Reopened  Mississippi  Valley  Cas$ 
(pp.  28-9,  Petitioner’s  Brief). 

Petitioner’s  position  is  untenable.  First,  entirely  aside 
from  the  408  question  concerning  petitioner,  Southern  Air¬ 
ways  on  independent  grounds  was  found  fit,  willing  and 
able  to  operate  the  route-segments  (JA  736),  and  the  routes 
were  awarded  to  Southern  in  part  to  strengthen  Southern’ d 
existing  system  and  because  the  Board  found  the  routes 
could  best  be  integrated  with  Southern’s  system  (JA  726-7, 
731).  Even  had  petitioner  been  an  existing  carrier,  the 
findings  by  the  Board  regarding  benefits  to  be  derived  from 
integration  of  the  routes  with  Southern’s  system  would 
have  precluded  its  selection.  Second,  petitioner  and  the 
successful  applicants  in  the  two  cases  were  only  two  of 
several  applicants  in  each  case.14  It  is  idle,  therefore,  for 

13  There  is  ample  evidence  in  the  record  to  support  these  findings  by  the 
Board.  For  evidence  to  support  the  finding  that  integration  would  result  in  a 
stronger  carrier,  see  JA  501-3,  508-10;  that  integration  would  result  in  im¬ 
proved  scheduling  and  other  benefits,  see  JA  459  (511),  467,  501-3,  742-3; 
that  integration  would  bring  better  utilization  of  equipment  and  more  eco¬ 
nomical  operation,  see  JA  458-61,  466-8,  501-3,  508-10,  742-4. 

14  In  the  Beopcned  Mississippi  Valley  case,  there  were  four  applicants: 
Southern  Airways,  Inc.,  Magnolia  Airways  and  Aviation  Co.,  Trans-Texas  Air¬ 
ways,  and  Continental  Southern  Lines,  Inc.  In  the  Parks  Investigation  case, 
there  were  eight  applicants:  Parks  Airlines,  Central  Airlines,  Ozark  Airlines, 
Inc.,  Continental  Southern  Lines,  Inc.,  Continental  Air  Lines,  Mid-Continent 
Airlines,  Braniff  Airways,  Inc.,  and  Chicago  and  Southern  Airlines,  Inc. 
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petitioner  to  contend  (as  it  necessarily  does  by  implication) 
that  except  for  the  Section  408  consideration  the  Board 
would  have  selected  petitioner  in  the  Parks  Case  and  that 
except  for  the  existing-carrier  test  the  Board  would  have 
selected  petitioner  in  the  Reopened  Mississippi  Valley  Case. 
Petitioner,  thus,  assumes  that  if  the  Board  had  not  chosen 
Ozark  or  Southern  to  operate  the  Route  segments  awarded 
in  the  respective  cases,  it  would  have  necessarily  chosen 
Continental  Southern.  This  is  patently  not  so.  Further¬ 
more,  the  Board  could  have  found  no  applicant  qualified 
and  declined  to  authorize  any  service  whatsoever  in  one  or 
both  cases.  Since  petitioner’s  application  was  rightly 
denied  by  the  Board  on  other  grounds,  petitioner  is  there¬ 
fore  without  standing  to  challenge  the  Board’s  decision 
as  to  which  applicant  was  the  more  fit,  willing  and  able. 
Simmons  v.  Federal  Communications  Commission,  79  U.  S. 
App.D.C.  264,  145  F.  2d  578  (1944);  83  U.S.App.D.C. 
262,  169  F.  2d  670  (1948),  cert,  denied,  335  U.  S.  846,  93  L. 
Ed.  1097  (1948). 

4.  The  Board  Did  Not  Err  in  Finding  Southern  Airways, 
Inc.,  Fit,  Willing  and  Able 

A.  There  is  substantial  evidence  in  the  record  to  support 
the  finding  that  Southern  Airways  was  financially  fit 
to  operate  the  routes  involved  in  this  appeal. 

Petitioner  contends  that  Southern  Airways  was  not  finan¬ 
cially  fit  to  be  selected  for  the  routes  awarded  in  this  pro¬ 
ceeding.  This  contention  by  petitioner  is  without  merit. 

The  head  of  the  underwriting  department  of  Marx  & 
Company,  a  substantial  and  experienced  investment  bank¬ 
ing  firm  ( JA  451-3)  with  an  office  in  New  York  and  branches 
in  the  south  (JA  450,  451),  (which  firm  at  the  very  time  the 
witness  appeared  was  engaged  in  other  financing  for  South¬ 
ern  (JA  453-4,  537)  and  had  a  continuing  interest  in  the 
company  JA  457)),  testified  that,  if  Southern  were  awarded 
additional  routes  in  the  Reopened  Mississippi  Valley  Case, 
Marx  &  Company  would  be  very  much  interested  in  raising 
for  the  company  the  funds  necessary  to  enable  it  to  operate 
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the  additional  routes  (JA  457).  Under  the  circumstances 
no  further  or  more  binding  commitment  could  be  expected. 

Obviously,  there  could  be  no  firm  underwriting  agreement 
between  Southern  and  Marx  &  Company.  The  routes  to 
be  financed  were  not  yet  in  being  and  it  is  an  established 
practice  of  the  trade  that  no  underwriting  agreements  are 
signed  until  within  twenty-four  to  forty-eight  hours  of  the 
time  the  stock  is  actually  to  be  sold  to  the  public  (JA  452, 
455,  456).  While,  of  course,  there  could  be  no  binding  con¬ 
tract  for  the  financing  of  the  new  routes,  the  fact  is  that 
Southern’s  original  Southeastern  States  Case  routes  were 
also  financed  by  Marx  and  Company  (JA  537).  In  connec¬ 
tion  with  that  financing  Marx  and  Company,  on  the  basis 
of  the  same  kind  of  understanding  that  existed  with  refer¬ 
ence  to  the  additional  routes  and  without  any  legally  bind¬ 
ing  contract  (JA  455),  did  sell  the  securities  of  Southern 
which  enabled  it  to  commence  operations  (JA  537,  730). 
Thus,  as  the  Board  recognized  in  its  opinion  (JA  730), 
Southern  demonstrated  by  actual  performance  that  its  pro¬ 
posal  for  financing  the  new  routes  was  one  upon  which  the 
Board  could  rely. 

The  witness  further  testified  that  the  fact  that  Southern 
Airways  would  be  a  going  concern  at  the  time  it  became 
necessary  to  finance  the  new  routes  would  facilitate  the 
sale  of  additional  securities  by  virtue  of  the  company’s 
having  become  known  and  familiar  to  the  public  and  secu¬ 
rity  purchasers  in  the  general  area  where  the  company 
would  operate  and  where  the  additional  securities  would 
be  sold  (JA  457).  Another  witness,  who  had  extensive 
experience  in  air  transportation  financing  (JA  473),  stated 
that  raising  of  equity  capital  for  the  additional  routes 
would  be  much  easier  than  for  the  routes  awarded  Southern 
in  the  Southeastern  States  Case  as  a  result  of  benefits  aris¬ 
ing  from  integration  of  the  routes  into  a  combined  system 
(JA  473).  This  witness  testified  that  he  himself,  together 
with  friends,  would  purchase  $30,000  of  the  $300,000  addi¬ 
tional  security  issue  estimated  as  necessary  to  enable  South- 
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era  to  finance  the  new  routes  (JA  474-5).  He  had  no  ques¬ 
tion  about  the  ability  of  Southern  to  raise  the  necessary 
additional  funds,  saying : 

‘  ‘If  Southern  is  awarded  the  additional  routes,  in 
my  opinion  they  could  raise  the  additional  funds  for, 
among  other  reasons,  this  reason:  That  is  that  I  have 
never  known  an  airline  in  the  United  States  in  opera¬ 
tion  that  was  unable  to  finance  extensions  of  its  route.” 

Southern’s  evidence,  summarized  in  part  above,15  is  simi¬ 
lar  to  the  evidence  on  the  basis  of  which  the  Board  has 
in  the  past  found  financially  qualified  many  local  service 
applicants  to  whom  it  has  granted  certificates  and  who  are 
now  in  full  operation  as,  in  fact,  is  Southern  over  the  routes 
which  petitioner  contends  herein  Southern  could  not 
finance.16  Most  of  these  feeder  applicants  approved  by  the 
Board  have  been  non-operating  companies  at  the  time  they 
received  an  award  of  routes  and  without  the  substantial 
advantages  from  the  standpoint  of  financing  which  Southern 
enjoyed  in  this  case  as  an  operating  carrier  and  a  going 
concern  (JA  457,  473). 

The  courts  have  recognized  that  there  is  no  legal  require¬ 
ment  that  an  applicant  have  on  hand  stock  subscriptions 
or  firm  commitments  (much  less  the  actual  cash)  for  financ¬ 
ing  before  it  can  be  awarded  a  certificate  of  public  con¬ 
venience  and  necessity  United  States  v.  Pierce  Auto  Freight 
Lines ,  327  U.S.  515,  533,  534,  90  L.  Ed.  821,  833,  834  (1946). 

15  Other  evidence  on  financing  included  testimony  by  the  president  of  South¬ 
ern  with  reference  to  the  possibility  of  obtaining  capital  from  private  indi¬ 
viduals  and  the  RFC  (JA  469-70)  and  assurances  with  reference  to  a  substantial 
line  of  credit  for  Southern  (JA  515). 

i«  The  record  in  this  proceeding  was,  of  course,  closed  before  the  award  of 
the  additional  routes  was  made  to  Southern.  Petitioner,  however,  on  October 
25,  1950,  filed  with  this  Court  a  motion  to  stay  the  effectiveness  of  the  order 
of  the  Board  authorizing  service  by  Southern.  In  its  answer  to  such  motion, 
which  was  filed  on  October  31,  1950,  Southern  showed  that  it  had  made  sub¬ 
stantial  expenditures  to  begin  service  and  that  service  had,  in  fact,  begun 
over  a  portion  of  the  routes  on  October  25,  1950,  the  very  day  the  petition  to 
stay  was  filed.  The  motion  to  stay  was  denied  by  this  Court  in  an  order  dated 
December  1,  1950.  Meanwhile,  as  already  stated,  the  service  had,  in  fact, 
been  started  by  Southern  and  has  since  regularly  and  continuously  been  con¬ 
ducted  by  Southern  over  the  new  routes. 
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All  that  is  required  is  evidence  indicating  that  a  reasonable 
likelihood  existed  that  the  applicant  could  raise  the  neces¬ 
sary  capital.17 

The  fact  that  Southern’s  liabilities  exceeded  its  assets, 
on  December  31,  1949,  as  petitioner  points  out  (p.  33,  Peti¬ 
tioner’s  Brief),  does  not  support  its  contention  that  the 
company  should  not  have  been  awarded  the  additional 
routes.  Southern  began  operations  over  the  routes  awarded 
it  in  the  Southeastern  States  Case  on  June  10,  1949  (JA 
713)  and  by  December  31,  1949,  had  substantial  extraordi¬ 
nary  initial  operating  losses  which  were  to  be  expected 
during  its  early  developmental  period  of  high  overhead 
and  low  traffic.  Because  of  delay  in  receipt  of  final  com¬ 
pensation  from  the  government  for  the  carriage  of  mail 
and  for  other  reasons,  it  has  not  been  unusual  in  the  industry 
for  liabilities  of  some  carriers  to  exceed  their  assets  during 
given  periods.  Evidence  in  this  case  shows,  for  example, 
that  such  was  the  case  at  one  time  or  another  for  such  wed 
established  carriers  as  Braniff,  Capital,  Northeast,  Transi- 
continentaland  Western  and  Western  Airlines  (JA  528). 
Finally,  the  Supreme  Court  has  held  that  a  carrier  is  ne  t 
disqualified  to  undertake  extensions  of  existing  routes  by 
the  fact  that  its  liabilities  exceed  its  assets  United  States 
v.  Pierce  Auto  Freight  Lines,  327  U.S.  515,  533,  534, 90  L.  Ei 
821,  833,  834  (1946) 18 


17  See  page  26  et  seq.,  Respondent  ’a  Brief. 

18  Petitioner  cites  three  Board  cases  and  states  rejection  of  the  applicants 
therein  was  on  evidence  of  financial  fitness  which  cannot  be  distinguished  from 
Southern’s  evidence  herein  (p.,  31,  Petitioner’s  Brief).  The  fact  is  that  in 
each  of  the  cases  cited,  the  Board  rejected  the  applicants  on  the  grounds  in 
addition  to  those  based  on  financial  considerations.  In  the  Southeastern  States 
Case,  7  C.A.B.  863,  899,  the  Board  stated  that  South  East  Airlines,  Inc.,  was 
not  qualified  because  among  other  things: 


‘  ‘  The  absence  of  a  definite  showing  as  to  financial  support  for  the  proposed 
service  and  the  lack  of  a  nucleus  for  an  organization  capable  of  establish¬ 
ing  and  maintaining  a  commercial  air  transportation  service  leads  to  tfae 


conclusion  that  this  company  has  failed  to  show  its  ‘fitness,  willingness 
and  ability’  ”  (Italics  supplied). 

Similarly  in  the  North  Central  case,  7  C.A.B.  639  (1946),  the  application  of 
Hannaford  was  denied  because  in  addition  to  its  failure  to  show  sufficient 
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In  view  of  the  above  facts  and  law,  there  can  be  no  ques¬ 
tion  but  that  there  is  substantial  evidence  in  this  record  to 
support  the  finding  that  Southern  was  qualified  to  finance 
the  inauguration  and  operation  of  the  additional  routes  in¬ 
volved  in  this  proceeding. 

B.  Conceding,  arguendo,  that  petitioner  was  stronger  finan¬ 
cially  than  Southern,  evidence  of  record  on  other  com¬ 
parative  qualifications  nevertheless  would  require 
selection  of  Southern  over  petitioner  as  the  more  fit, 
willing  and  able. 

This  Court  recently  stated  in  Scripps  Howard  Radio, 
Inc.  v.  Federal  Communications  Commission,  No.  10,574 
(Decided  May  10, 1951) : 

“The  guiding  standards,  however  stated,  must  in 
the  end  be  translated  into  those  of  the  statute,  namely, 
the  ‘public  convenience,  interest,  or  necessity’.  [cita¬ 
tion]  Superiority  of  one  applicant  over  another  in  one 
or  more  phases  of  qualification  or  operational  ability 
does  not  necessarily  constitute  superiority  under  the 
statutory  standards.  Nor  may  the  Commission  or  the 
reviewing  court  simply  add  up  the  factors  as  to  which 
each  is  superior  and  decide  according  to  the  numerical 
result.  This  would  eliminate  the  exercise  of  judgment 
as  to  where  lies  the  greater  public  interest,  [citation] 
These  must  be  a  weighing  of  the  relative  importance 
of  the  several  factors  involved.  Assuming  minimal 
qualifications  in  all  essential  respects,  superiority  in 


financial  resources,  it  failed  to  make  a  sufficient  showing  as  to  its  experience 
and  ability  to  operate  as  a  scheduled  air  carrier. 

In  the  Tram-Southern  case,  which  petitioner  has  quoted  at  page  30,  of  his 
brief,  the  quotation  is  not  only  out  of  context  but  it  is  also  inaccurately 
quoted.  In  the  first  place,  the  Board  was  not  speaking  of  the  financial  fitness 
of  the  company  and  in  the  second  place,  the  Board  was  referring  not  to  the 
company’s  entire  proposed  system  but  only  to  three  points.  As  actually 
written  by  the  Board,  the  correct  excerpt  is: 

“However,  applicant’s  plans  to  serve  Shawnee,  Russellville  and  Searcy 
are  so  vague  and  are  so  completely  unsupported  by  evidence  as  to  the 
cost  of  such  service  that  we  are  unable  to  find  applicant  presently  fit, 
willing  or  able  to  render  service  as  to  these  three  points  or  to  evaluate  the 
public  convenience  and  necessity  for  such  service.”  2  C.A.B.  250,  254. 

(Italics  supplied) 
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those  matters  most  conducive  to  the  public  interest  wi 
outweigh  superiority  of  a  rival  in  others. 


.1 


“Appellant’s  greater  financial  strength  is  demoni- 
strated  by  oral  evidence  and  findings.  This  was  con¬ 
sidered.  No  more  is  required.  The  award  need  not 
go  to  the  stronger.”  Accord ,  Johnston  Broadcasting 
Co.  v.  Federal  Communications  Commission ,  85  U.q. 
App.  D.C.,  40,  46,  175  F.  2d  351,  358,  (1949). 

The  record  is  replete  with  evidence  which  shows  that  by 
every  test  with  the  exception  of  financial  ability,  Southen|i 
was  much  better  qualified  than  petitioner. 

Prior  to  its  certification  as  a  scheduled  air  carrier  by  th^ 
Board  in  the  Southeastern  States  case,  Southern  Airways 
and  associated  companies  had  some  twenty  years  of  exten¬ 
sive  aviation  experience  in  the  south  (JA  521  et  seq.,  727). 
Companies  under  the  executive  management  of  the  president 
of  Southern  operated  at  the  time  of  the  hearing  in  this 
proceeding  fixed  bases  at  points  throughout  the  area  ml 
volved,  rendering  extensive  and  important  aviation  service 
in  the  fields,  among  others,  of  sales,  operations,  flight  train¬ 
ing,  servicing,  overhaul  and  maintenance  of  aircraft  (JA 
505-507).  During  the  war,  the  president  of  Southern  and 
his  associates  operated  two  United  States  Army  Air  Force 
Primary  Flight  Schools  operating  and  maintaining  hun¬ 
dreds  of  aircraft  and  training  thousands  of  flying  cadets 
(JA  523,  524,  526). 

On  June  10,  1949,  Southern  commenced  scheduled  air 
transportation  operations  over  the  segments  awarded  to  it 
in  the  Southeastern  States  case  and  at  the  time  it  received 


an  award  to  operate  the  additional  routes  here  under  re¬ 
view,  had  had  specific  and  extensive  experience  as  a  cer¬ 
tificated  air  carrier  (JA  713).  By  December  31,  1949, 
Southern  had  a  total  of  173  employees  including  33  pilots 
and  co-pilots,  all  of  whom  were  engaged  exclusively  in  per¬ 
forming  scheduled  air  transportation  service  (JA  532).  As 
of  March  31,  1950  it  had  invested  some  $600,000  in  operat- 
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ing  property  and  equipment  used  exclusively  in  certificated 
air  line  service  (JA  535).  In  addition  to  the  pilots  and 
co-pilots,  employees  included  mechanics  and  maintenance 
personnel,  communications  operators,  meteorologists,  dis¬ 
patchers  and  other  personnel  who  had  extensive  and  special¬ 
ized  experience  in  air  transportation  (JA  536).  Qualifica¬ 
tions  and  experience  of  its  personnel,  as  illustrated  by  those 
of  Southern’s  Operations  Manager,  were  of  the  highest 
(JA  446-450).  Its  facilities  for  the  maintenance  of  aircraft 
were  in  operation  and  entirely  adequate  to  service  aircraft 
necessary  for  the  operation  of  the  additional  routes  (JA 
743-744). 

To  be  contrasted  with  the  experience  and  operating  prop¬ 
erty  and  equipment  of  Southern  are  the  facts  in  regard  to 
the  qualifications  of  Continental  Southern  in  the  field  of 
aviation  at-  the  time  of  decision  in  this  case.  Continental 
Southern  was  totally  without  any  pilots  or  co-pilots  and  did 
not  own  any  aircraft  or  equipment  (JA  442,  446).  Before 
it  could  begin  certificated  interstate  transportation  service 
it  would  have  been  necessary  for  the  company  to  obtain 
many  governmental  clearances  for  its  pilots  and  personnel 
and  literally  months  would  have  been  required  for  the 
company  to  qualify  with  respect  to  station  and  communi¬ 
cation  procedures. 

On  the  basis  of  an  over-all  comparative  test  of  the  re¬ 
spective  qualifications  of  Southern  and  petitioner,  the 
Board  could  reach  no  decision  other  than  that  Southern 
was  the  more  fit,  willing  and  able.  Finally,  the  facts  dis¬ 
cussed  in  this  section  show  that  the  Board  was  fully  justi¬ 
fied  in  concluding  that  an  existing  carrier,  such  as  South¬ 
ern,  could  commence  the  service  more  promptly  than  peti¬ 
tioner  (JA  726)  and  that  the  new  routes  could  be  logically 
and  expeditiously  integrated  with  Southern’s  system  and 
organization  (JA  714,  719,  727). 
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CONCLUSION 

On  the  basis  of  the  foregoing  reasons  and  authorities, 
Intervenor,  Southern  Airways,  Inc.  prays  that  this  Honor¬ 
able  Court  enter  an  order  finding  that  the  Civil  Aeronautics 
Board  did  not  err  in  awarding  the  routes  in  the  Re-Opened 
Mississippi  Valley  Case  to  Southern  Airways,  Inc.,  and 
that  this  Court  affirm  the  order  of  the  Civil  Aeronautics 
Board  in  the  above-mentioned  case. 

Bespectfully  submitted, 

Cecil  A.  Beasley,  Jr. 

Eugene  B.  Thomas,  Jr. 
Attorneys  for  Intervenor , 
Southern  Airways,  Inc. 
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APPENDIX 

Civil  Aeronautics  Act  of  1938,  as  amended,  Section  2 
(49  U.S.C.  402). 

Declaration  of  Policy: 

“In  the  exercise  and  performance  of  its  powers  and 
duties  under  this  chapter,  the  Board  shall  consider  the 
following,  among  other  things,  as  being  in  the  public 
interest,  and  in  accordance  with  the  public  convenience 
and  necessity. — 

(a)  The  encouragement  and  development  of  an  air- 
transportation  system  properly  adapted  to  the  present 
and  future  needs  of  the  foreign  and  domestic  commerce 
of  the  United  States,  of  the  Postal  Service,  and  of  the 
national  defense; 

(b)  The  regulation  of  air  transportation  in  such 
manner  as  to  recognize  and  preserve  the  inherent 
advantages  of,  assure  the  highest  degree  of  safety  in, 
and  foster  sound  economic  conditions  in,  such  trans¬ 
portation,  and  to  improve  the  relations  between,  and 
coordinate  transportation  by,  air  carriers; 

(c)  The  promotion  of  adequate,  economical,  and 
efficient  service  by  air  carriers  at  reasonable  charges, 
without  unjust  discriminations,  undue  preferences  or 
advantages,  or  unfair  or  destructive  competitive  prac¬ 
tices  ; 

(d)  Competition  to  the  extent  necessary  to  assure 
the  sound  development  of  an  air-transportation  system 
properly  adapted  to  the  needs  of  the  foreign  and 
domestic  commerce  of  the  United  States,  of  the  Postal 
Service,  and  of  the  national  defense; 

(e)  The  regulation  of  air  commerce  in  such  manner 
as  to  best  promote  its  development  and  safety;  and 

(f)  The  encouragement  and  development  of  civil 
aeronautics.’  ’ 

Section  401  (49  U.  S.  C.  481). 

“(d)  (1)  The  Board  shall  issue  a  certificate  author¬ 
izing  the  whole  or  any  part  of  the  transportation 
covered  by  the  application,  if  it  finds  that  the  applicant 
is  fit,  willing,  and  able  to  perform  such  transportation 
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properly,  and  to  conform  to  the  provisions  of  this  chap¬ 
ter  and  the  rules,  regulations,  and  requirements  of  the 
Board  hereunder,  and  that  such  transportation  is  re¬ 
quired  by  the  public  convenience  and  necessity;  other¬ 
wise  such  application  shall  be  denied. 

(2)  In  the  case  of  an  application  for  a  certificate  to 
engage  in  temporary  air  transportation,  the  Board 
may  issue  a  certificate  authorizing  the  whole  or  any 
part  thereof  for  such  limited  periods  as  may  be  re¬ 
quired  by  the  public  convenience  and  necessity,  if  it 
finds  that  the  applicant  is  fit,  willing,  and  able  properly 
to  perform  such  transportation  and  to  conform  to  the 
provisions  of  this  chapter  and  the  rules,  regulations 
and  requirements  of  the  Board  hereunder.” 


